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Object classification 








| 1959 actual | 1960 estimate | 1961 estimate 
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Mr. Tomas. Gentlemen, the committee will come to order. 

We have with us this morning our friends from the Selective Serv- 
ice System. It is certainly nice to see our friends again. We have with 
us General Hershey, Director, a friend of many years standing, cer- 
tainly one of the able f figures in public life today. 

We have Colonel Omer, Deputy Director of Selective Service, 
Colonel Tliff, Assistant to the Director, and Colonel Franck, Chief 
Legislative and Liaison Officer. Colonel Franck is an oldtimer with 
us, too. 

It is nice to have all of you. 

General, do you have a statement for us? We always like to hear 
you talk. 

General Hersney. I am going to try to meet that as rapidly as I 
can because you can easily get so that you feel diffe rently about, it. 

We are over here asking for $32,950, 000, which is $ $3.700,000 more 
than we got this year. 

Mr. Toomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. See if you can explain that to these brothers around 
here. 

GENERAL STATEMENT 


General Hersuey. The budget request. is $3,700,000 more than we 
got this year. We got this v year $29 300.000 which was $1,400,000 less 
than we asked for. 

I would like to say two or three words about what we had to do 
because of that. 

First, we had to run our stocks of equipment and supplies to a 


very low level. We have reduced both national and State head- 
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quarters. We have endured a 10 percent increase of registrants over 
fiscal 1958. We believe by a survey that we made that we had about 
900 less man-years in our local boards than we should have had to 
keep up with the job. } 

Two things have happened. Either the job did not get done, which 
I doubt, or we have had to work the local board people about 200 
man-years that we did not pay them for. Now, this $3,700,000 is 
divided about like this: 

Two million eight hundred thousand dollars will give us 600 man- 
years in our local boards, 200 man-years that we did not have this year 
and 400 man-years that we need because the registrants will go up 
about 15 percent next year from this year which means a 25 percent 
up from 1958. That, in numbers, is somewhere around 400,000 or 
500,000 extra, not registrants, but additional registrants. 

As I have said, $2,800,000 of the $3,700,000 goes for local board 
clerk hire. About $400,000 is going for the insurance. That is as 
a matter of law that we have to pay. 

Mr. Tuomas. How did you arrive at that figure, $383,000, General ? 

General Hersuery. I am almost through, but I will be glad to stop 
and let Colonel Iliff talk to you. 

Mr. Troomas. No. Go ahead. 

General Hersuery. $400,000 of this goes to try to come within $100,- 
000 of restoring the balance on supplies and equipment. In other 
words, if we get $400,000 more for supplies and equipment than we 
did last year we will have within $100,000 of what we spent on it in 
1959. I realize that is a lot of awkward talking, but we believe we 
have to spend more money for supplies and equipment. 

The other $100,000 goes for selectee travel and to try to restore the 
telephones that we have taken out of some of the local boards. 

In summary, we have had the problem of trying to meet pay raises 
over the last 2 or 3 years, retirement funds over the last 2 or 3 years, 
insurance this year, a 25 percent increase in registrants, a continuing 
load on the standby reserves because that is another thing that we have 
been told to do and we have not been able to find 300,000 or 400,000 
new ones each year and lost about that number in maintaining a level 
of about 114 million. 

Of course, this year the health service, that is, this health business, 
is going to take around $400,000 more if we use it. 

That is our case, and I do not think there is any need in telling this 
committee that no other agency of Government gets 90 percent of its 
work done for nothing. Theoretically, if we can do 90 percent for 
nothing we ought to do 100 percent for nothing, but that gets into some 
fallacies of logic. 

One of the problems we are coming to is that a local board member, 
to keep him interested, the thing that worries him greatly is when he 
and his own office can hire secretarial help and when he goes over 
to our office he has to peck the typewriter himself which sometimes he 
thinks if he works for nothing we ought at least furnish him clerical 
help. I do not want to say that local boards are going to quit. I do 
not think they will. It is not my business to have them quit. I think 
in all fairness 
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LOCAL BOARD EMPLOYEES 


Mr. THomas. How many local boards do we have now ¢ 

General Hersuey. 4,000. 

Mr. THomas. 3,998? 

General Hersuey. Something like that. 

Mr. Tuomas. How many employees do you have in the local board? 

Colonel Inirr. Roughly 5,500 including part time and full time. 

Mr. Tuomas. Does not every local board have some type of clerical 
help, either full time or part time? 

Colonel Iuirr. Yes. I included full time and part time. 

Mr. Tuomas. The General gives the impression that a businessman 
from Nacogdoches or Lufkin, or someplace in east Texas goes from 
an office where he has office help to the board where he does not 
have any help. 

General Hersurey. You must remember some of these people work 
1 or 2 days a week. It is the only fair way we have to do it. 

Mr. Tuomas. The office help is there during the remaining part 
of the week. 

General Hersuey. The man can come any time he wants to. We do 
not pay him anything. The clerk can only come 2 days a week be- 
cause that is all we pay her. We have clerks that are local-board 
clerks in two or three places, spending 1 day here and 1 day there. 


INDUCTIONS 


Mr. Tuomas. What is the percentage of induction now in the 
sparsely settled areas? 

General Hersuey. The induction is small. We cannot make much 
of a case out of induction. That is one of the problems we come up 
against anyway. 

Mr. Tuomas. You are trying now, General, to relate your increase 
to the workload ? 

General Hersuey. That is right. 

Mr. THomas. That does not hold up. 

General Hersuey. In the first place, you have to register just as 
many people next year whether you take 100,000 or you do not take 
any. That is the first question. Therefore, so far as registration 
goes, if you try to relate the induction to registration, the registra- 
tion, that is why we have been cut on funds up here because our 
work—around 85 percent of our work has not a thing to do with the 
induction. 

There are the 150,000 students that I am trying to keep track of, 
as to whether they are making grades or going to school. Or going 
to the school they say they do, or all other things that have nothing 
to do with induction. 


FUNCTIONS OF STATE AND LOCAL BOARDS 


Mr. Tuomas. Spell out the function between the State headquarters 
and local boards in that regard, taking care of those students. 

General Hersuey. In the first place, in the State headquarters 

are people that have to maintain the contracts, primarily, with the | 
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institutions to see that when the local boards try to get some informa- 
tion out of the dean he can get it. 

Mr. Tuomas. Have you a duplicate set of records in the State 
headquarters and one in your local board ¢ 

General Hersuey. No. The State headquarters has a card on each 
registrant but all the files are in the local board and your State head- 
quarters is tied up, for instance, with 

Mr. Tuomas. Listen to this pretty convincing language. It appears 
to me you have a duplicate setup in your recordkeeping ; it is project 
20, which concerns the duties : 

To allocate calls to the local boards within the State on the basis of avail- 
ability and quotas established from records of manpower available for service 
and those already in service. To do this, records must be maintained of men 
available for service, men already delivered for service, men deferred in all 
classes, and credits to the various communities for men in the armed services. 
Records must also be maintained to insure the deferment of men needed in 
agriculture, industry, and the national health, safety or interest. Such problems 
vary in the several States. To know the needs of agriculture, industry, et cetera, 
it is necessary to maintain close liaison between the State headquarters and 
these various fields of employment. 

General Hersey. Yes. 

Mr. Tuomas. It looks to me you have the same sort of records in the 
State headquarters that you have back in your district. 

General Hersuey. Let us illustrate it. 

In the first place, let us go to the local board, first, and say it is 
not too large a local board. They only have 14,000 records there. 
They have 14,000 individual records. So if John Smith comes in and 
wants to talk about his record you go get his record. What the State 
has to know is that in the board there are 2,000 people in the Standby 
Reserve. More or less they have to know that some numbers are avail- 
able for induction now. I mean this is in numbers. They do not know 
if it is John Smith or George Jones or somebody else. 

They have to know the numbers because when you send a call down 
there, in the first place, you have to take the men out of where they 
are and you have to take them out on the basis of the percentages that 
they served heretofore, because you gentlemen up here know that one 
of the things that has been eter nally “bothering us is somebody worry- 
ing about the fact they furnished two more men than somebody else. 
You have coming into the State headquarters for distribution the 
numbers of people that enlisted, and those have, in turn, to be allo- 
cated and sent back so that the fact that Willy Jones enlisted is 
known by Willy Jones’ file. All the State is interested in is that 
Steuben County has funished two or six to the Marine Corps, the 
Coast Guard, the Army, the Navy, the Air Force, or any of the 
Reserves, including the National Guard and the Air National Guard. 
That is because ev rerybody that goes into any of these, if you get the 
report here, we cannot distribute direct to the local board ; we have 
to distribute by State and the State, in turn, has to distribute by the 
local board. 

Mr. Tuomas. By the nature of these you have to have a duplicate 
set of records for every local board. 

General Hrrsury. No. 
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Mr. Tuomas. The information that the local board has you also 
have to maintain at the State headquarters. 

General Hersury. You have to know the numbers in the State 
headquarters but you do not have the actual file so when the indi- 
vidual comes in and says, “I told you. I changed my address,” the 
State would not know that probably. They go by a locator card, and 
these other people have a file this thick for the Jehovah Witnesses 
[indicating]. 

Mr. Tuomas. A complete file on it. I do not see how it could be 
done otherwise. 

General Hersuey. If you tried to contract it in here we would be 
hopeless, in the first place, and in the second place, during the war we 
did maintain in Philadelphia a very large statistical setup because 
the Congress at that time required a report every month on every 
change of classification, and the result is we had to keep separate these 
things. We started in 1948 and I never got back in on that one. I 
had more people in Philadelphia than I had here. 


NUMBER OF REGISTRANTS 


Mr. Tomas. What were your number of registrants for 1961 com- 
pared with 1960 and 1959? 

General Hersuey. Approximately 400,000 or 500,000. Wait a 
minute. Our registrants have been running just above 1 million a 
year. Next year we’re going to have around 15 percent more. So 
registering next year is about 1,500,000 or 1,600,000. Last year it 
was about 1,300,000. 

Mr. Tuomas. Do you mean the war babies are coming into age 
now ? 

General Hersuey. We are beginning to hit the peak. For the next 
2 or 3 years we are going up. We will have for a year or so, a plateau 
and then zoom. 

Mr. THomas. That is the children of the postwar years ? 

General Hersney. That is right. You see in 1944 and 1945 we had 
enough people going that our birthrate in 1944 and 1945 was low. It 
was not quite at that level. 

Mr. THomas. General, we note the peak in 1961, 1962, through 1967 
in the field of housing, too. 

General Hersury. Yes; schools and everything. 

Mr. OstertaG. Will the chairman yield? 

Mr. THomas. Surely. 

Mr. Ostertac. General, how do you establish a base for determin- 
ing what iscoming? How do you know? 

General Hersuey. The census. 

Mr. Ostertac. What do you use? 

General Hersury. We have to use pretty much the census figures. 
We have to use our own experience over the last 20 years of how near 
the census anticipates, and you get into curves. We plot. our curves 
on the basis of what the census tells us and we try to correct for where 
we have varied with the census. 

Mr. Ostertaa. The census of 10 years ago? 
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General Hersuey. Each year the census makes an estimate of how 
many people we are going to get and sometimes we get more. Of 
course, one reason we get more is some of the boys who go in the service 
do not register until they come out. 


INDUCTIONS 


Mr. Tuomas. What is your number of anticipated induction this 
ear, 1961, against 1960 and 1959? Give us a table showing for the 
ast 10 years, the number of inductions ? 

Colonel Iurrr. For the last 10 years? 

Mr. Tuomas. Yes, including 1961, say, for a 10-year period. That 
will show what the inductions look like now for 1961 against 1960 and 
1959. 

(The information requested is as follows :) 


Inductions 
Fiscal year: Fiscal year—Continued 
SS a eee ee eee 0 SII ut eth nteninen eben iste amiiel 213, 716 
a ae 587, 444 iia t binned ate 136, 580 
a 381, 006 BI et oc seek soaniiieninetae oe 179, 321 
inci xta aceite eaitewinaabee ta attain 560, 798 Wa eile wistinsindesickn ees 126, 369 
sas eck sis inecthcanaaeeee 268, 018 RI id coscbident chains 111, 889 


Colonel Inrrr. 100,000; 100,000; and 112,000, going backward or it 
would be about the same, 100,000. 


SERVICES REQUIRING DRAFTEES 


Mr. Tuomas. Which one of the services are relying mainly on the 
draft now, and which ones are not ? 

General Hersury. The Army directly. All of them indirectly. 

Mr. Tuomas. Does the Navy and Air Force use any draftees? 

General Hersury. No; unless you call the doctor a draftee. Now 
the doctors are a peculiar category because they volunteer, but we 
furnish them. And they go to the Navy and Air Force just the same 
as they do to the Army. But the Navy, and Air Force, and Marine 
Corps are not using any people directly. 

Now, this fall we were trying to save money and we reduced the 
number of people that we sent to the induction station. That is one 
way of trying to save a little money. We got some reaction. There 
might have been some other reasons. We received reactions im- 
mediately in enlistments, because these people were finding out that 
they were exemptible and less people were being agitated by being 
sent up for preinduction examination and less people enlisted. It is 
always hard to relate things that occur at the same time as being cause 
and effect. 

INCREASE IN FUNDS 


Mr. Tuomas. General, what part of your increase do you attribute 
to registration? Your inductions are the same for the last 3 years. 

General Hersney. $2,800,000 is, and then you add to the share of 
the equipment $400,000. We figure about $300,000 of that. 

Mr. Tomas. You have health insurance? 

General Hersney. And the health 
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Mr. Tuomas. Your State headquarters are practically the same, 
What about the national headquarters? 

General Hersuey. You have $200,000 not tied up with the local 
boards and about $150,000 not on the local boards. 

When you get thr ough I suppose you have $250,000 of this $2,700,000 
that is not tied up with the local board and primarily on the action 
of the local board registration. 

Mr. Tomas. You mean not tied up with local boards? 

General Hersuey. About $250,000 out of the 

Mr. Tuomas. Is tied up with it? 

General Hersuery. I would say it is the other way. $3,450,000 is 
tied up with the local board. 

Mr. Tuomas. Yes. That is right. That is what I understood. 
Gentlemen, what about some general questions here? 

Mr. Evins? 





DEFERMENTS 


Mr. Evins. General, in what category is the greatest number of 
deferments? You refer to farm deferments, educational deferments, 
and so forth. What is that at the present time? 

General Hersury. I have my general counsel here and have to 
be a little careful, because he calls some things law maybe I would 
not. If you are going to be perfectly technical, 4-F is a deferment, 
is it not ? 

Colonel Omer. Yes, sir. 

General Hersney. There are over 3 million 4-F’s. The 4-F’s are 
first. Of the 3—A’s or the fathers, about 1,600,000. They would be 
second. 

EDUCATIONAL DEFERMENTS 


Now, I suspect that the next thing you will get into will be—and 
check me on this, Colonel—I think about 150,000 2-S’s, and most of 
those are-——— 

Mr. Evins. Students? 

General Hersney. Students. 

Mr. Evins. That is educational deferment ? 

General Hersuery. That is around 150,000 probably. 

You have now about 50,000 in 2-A. We think the great majority 
of them are engineers, scientists, and schoolteachers. 

Mr. Evins. I was wondering since sputnik and the emphasis on 
education, whether or not there has been an increase in deferment 
for education ? 

General Hrrsnry. You see, when sputnik went up the Selective 
Service moved awfully fast toward the teaching business. We have 
been deferring mathematical teachers and science teachers in crv 
and once in a while mathematics and science teachers in high school, 
but by and large we were not deferring other teachers. When sput- 
nik went up 3 years ago even before the flood began to come we got 
ourselves into the teaching deferments awfully fast because I felt 
immediately that education would be gored as they were and I figured 
education would be looking around to see who they could lay it off on 





— 








Kh 


aa 








9 


and the first thing they would do would be to say their teacher was 
taken out of that ‘school and that is what just ruined everything. I 
figured we would let them lay it on to somebody else beside us. 

“We have been very much into it and the male teachers have in- 
creased materially in the last 3 years in the schools. I cannot tell 
you the figures on it, but you will find out. I do not say we were to 
blame for all of it and I do not say we can claim credit for all of it. 
We have gone into the teaching business since sputnik went up. 

Mr. Evins. In other words, your graph or chart will show a tre- 
mendous percentage increase of deferments for education for the past 
3 years. 

‘General Hersnery. That is right. 

Mr. Tuomas. Put a table in the record showing the increase of male 
teachers for the past 3 years. 

(Information requested follows :) 


Increase in male teachers—3 academic years 





Percent in- 








| 


| 1957- 8 | 1958-59 1959-60 | crease 1959-60 

| over 1957-58 

| 

a —— eS — -_ |- — -| amine 

: 
Renita OL i iin eh bid gee 99, 594 110, 496 | 104,98 a6 | 15. 4 
I OO nee neneehnanaetie 222, 083 242, 936 | 7, RAS i oe 15.8 
353,432 | 372,098 | 15.7 


oat, uct ext betblsiate dnc naeeged | 321, 677 


Mr. Jonas. Would you yield at that point before you leave to go 
somewhere else ? 

Mr. Evins. Yes. 

Mr. Jonas. What do you plan to do with the teachers, have them 
deferred permanently and let them get beyond 26? 

General Hersuey. Get beyond 26 is not going to help them. They 
are liable to age 35. 

Mr. Jonas. If once deferred, that is right. 

General Hersury. He asked a question, a difficult one. Where we 
are, we are going around trying to modify a machine that was built 
for a certain purpose. This machine initially was built and modified 
mostly to run the Korean war. Since that time without very much 
change of law, we have modified it to a place where it is primarily en- 
gaged in channeling people into dozens of different occupations, 
whether you are talking about science, whether you are talking about 
engineers, whether you are talking about students, whether you are 
talking about teachers or what they, are. The father business is a little 
different question, beeause—— 

Mr. Jonas. I was referring only to teachers. 

General Hersuey. Teachers. We are doing it but we are not say- 
ing it. 

Mr. Jonas. Off the record. 

( Discussion off the record.) 

General Hersney. I had this discussion in England. They said 

“You do not have universality.” 

I said, “You do not either.” 

They said, “Oh, yes; we do.” 

When I found out who they deferred they did not have it either. 
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You see we are both claiming universality and yet we are recogniz- 
ing something else until we have something more pressing than now, 

Mr. Tuomas. Pressing? 

General Hersuey. Something else is in lieu of. You see, on the 
other hand, I have the educators on me, saying that is fine. “You de- 
fer them. You are doing all right. But you are not giving him any 
credits. You are deferring him. You are not taking him. But yet 
he is drifting along and if he is 34 someday and something happens, 
‘Come on, boy, you have not served yet.’ You have been deferring 
him all the time but the deferment gives no credit like serving.” 

Mr. Tuomas. What he wants is that written guarantee? 

Mr. Jonas. If he is ever going to have to serve he would rather 
serve in his early twenties than his middle thirties. 

General Hersury. He may be hopeful. You have to say this to 
them, and it is in all fairness. The man who serves has not liquidated 
his obligation if we havea war. He is merely making himself probably 
more vulnerable because he has had some training. , 

Mr. Tuomas. More available. 

General Hersury. Those who are teaching school are not getting 
any credit, but the other guy is not either. In a little war the other 
guy might get called back. 

If you want philosophy, this is how I get some of my grey hair. We 
have at the present time 24 million people who are either in the service 
or have been in the service. This is probably the greatest number of 
people who are in or have been in the service that we have ever had in 
the world. 

Mr. Jonas. He does not have to take that deferment, does he? 

General Hersuery. No. Of course if somebody did not take a defer- 
ment we would be in quite an embarrasing situation. 

You give a deferment for two reasons. One is because he is doing 
something and another is you cannot take everybody at the same time. 

Mr. THomas. Because you do not need them? 

General Hersney. Our 6,000 calls are a pretty small toothpick to 
wave at a fellow and say “you better keep in school; if you do not, 
we will get you.” 

He says, “If enough of us rush over he cannot get me. You can 
only get 6,000 of us.” 

He does not know which 6,000. But, as long as he does not we are 
able to keep him over there. 

What I meant to sav about the veterans business is this: This is the 
thing that has worried me and maybe I have talked to this committee 
already about it. We have 24 million in the service or who have been 
in the service. But during the year the Congress, if it is a small war, 
will insist we take people from between 18 and 26. Less than 3 million 
of those boys are in or ever have been in and 6 million of them have 
not been in. When we get in a small war instead of calling the fellows 
back I know what they will do. They will insist that we take that 
6 million and they will be untrained. 


REJECTIONS 


Mr. Yates. General, you talked about our prize people, the teachers, 
being deferred. What do the statistics now show with respect to last 
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year’s—I do not think it is deferment—last year’s rejection for 
phy sical and mental reasons? Is it growing? 

General Hersuey. It is growing, ‘and there is a very substantial 
reason for its growing because a year ago last summer the Congress 
gave the President what I thought he already had, but that is beside 
the question, the right to set standards for the inducted man the same 
as he had for the enlisted man. I think what happened was that the 
standards went up for both. Our rejection rate, of course, has gone 


up. 

Ver. Yares. What was it last year for both mental and physical 
reasons ¢ 

General Hersuey. And moral. 

IT think we better furnish that because it fluctuated some of the 
time between 33 and 34 and we had months where it slipped over 50. 

Mr. Yates. Do you have a national average on it? 

General Hersirey. You can make a national aver age but you see—— 


Mr. Yares. I do not mean a national average. T mean an annual 
average. 


(Information referred to follows :) 


Rejection rates 


Fiscal year 1959: Percent 
Preinduction examination rejections_____-_ Bcc tear cls ie calla: acces 
ROND:, CURRIN TOD,. UN So oe gett scinseipunm + 35. 

Current rejection rates: 

Preinduction examination rejections____.________-_- otc: seer eee 
ERAICEION: RAR TION RONOCTI OUR isk ie i rts hierrrek oe ed 20. 57 


General Hersuey. Because the average by States is so widely differ- 
ent that the average—I used this before and you probably do not 
want to hear it again—I have a grandson who will be 15 next year and 
our average age 1s about 40. It does not describe either one of us very 
well. Heis 15 and I am—never you mind 

Mr. Tuomas. Thirty-nine? 

General Hersnrey. But what I am getting at is the average in the 
United States does not really tell you too much because it was arrived 
at by a little on the extreme, that is, some areas have greater rejections 
and there is a lot of things that get into it. 

One of the things on w hich a lot of discussion alw: ays comes up is 
that our pool is not typical. Our pool is arrived at by people trying 
to enlist in the Armed Forces. If they get in they are not in the pool. 
If they are rejected they get in the pool. 

Mr. Yates. So you can reject them again. 

General Hersiiry. You see, that is why our rejection rate is not 
typical. 

Not only do people go in the Armed Forces but they go in the 
National Guard, the Air Guard, and so forth. 

Mr. Yates. That is not an ae Tar factor ? 

General Hersury. Oh, yes 

Mr. Yates. That is this group that wants to enlist but are rejected ? 

General Hersury. Yes. A number of people think it does not 
make any difference if a man gets rejected. 

But if he gets rejected it is a psychological bad thing for him be- 
cause he gets to think because he cannot take care of himself and the 
Government has a prospective candidate somewhere or other in wel- 








12 


fare or otherwise to take care of. He says, “The Armed Forces won't 
even have me. Why should I be expected to work?” 

There is a psychological approach to it. 

Mr. Yates. This is a new one tome. When did this come into be- 
ing? I was not aware that this was the result ? 

General Hersury. Of being rejected ? 

Mr. Yares. Yes, that this wasa result of rejection ? 

You then have a candidate for welfare and community provision? 

General Hersuey. I do not think I can go somewhere and prove 
it. But what do you think is going to happen to a young man es- 
sentially if he is not strong- willed as he might anyway to have some- 
body tell him he is not well ? 

Mr. Yares. Could you not argue just as forcefully that a person 
who goes into the service and accepts the care of Uncle Sam for 2 
years might just as well continue with that pattern when he comes out. 

General Hersney. I would say the rejection to that statement 
would be a great many go into the service where they are activated 
enough while they are in there that they do not think that anybody 
gave ‘them anything; they kind of think they gave most of the giving. 
They do not think that what they received was any gift about it. 

Mr. Yates. This I think is true. 

General Hersuey. Of course, we are trying pretty hard not to in- 
duct people that have a family. I admit, I have been around the 
Armed Forces some this year, and maybe we do not put them in when 
they are married but somewhere along the line they get married rather 
quickly. I have never seen the armed services surrounded with so 
many dependents as there are at the present time. Over in Europe 
it is a terrific problem for a lot of reasons. If you ever found your- 
self with trouble over there one of the big headaches would be the 
30,000 dependents that we have on our hands. 

Mr. Tuomas. For evacuation ? 


REJECTION RATES OF OTHER COUNTRIES 


Mr. Yares. For evacuation, yes. 

When in England, did you have occasion to compare the rate of 
their mental and physical rejections with ours ? 

General Hersuey. England has a little higher rejection rate. 

Mr. Yates. Higher rejection rate / 

General Hersuey. 82 percent. Not higher than the United States. 

Mr. Yares. You said rejection rate or acceptance / 

General Hersury. No. What I was trying to say was that I looked 
some at four countries this year. England, of course, is trying to go 
out of business. They have set up a philosophy of going out of business 
so far as the draft goes in 1961. And they are cutting their forces 
down to a bare 300,000 of all counts, Army, Navy, and Air Force. 

Germany has not started taking people fast enough. They have not 
gotten up against any manpower short: age there. 

France is a place where the rejection rates comes nearer to be 
nonexistent en they are in a tough spot. They told me when I 

talked with the people at headquarters that they are rejecting 5 per- 
cent which is almost unbelievable. 

The Swedes only reject about 8 percent. That is in a peacetime 
business. 
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When I went to the induction station in France, I was told they 
reject 5 percent before they come, just like we do. Those are obviously 
the unfit. That made them 10 percent. But even 10 percent is ter- 
rifically low. They are now holding their people 4 months longer. 

Mr. Yares. In France? 

General Hersney. Yes. 

Mr. Yates. That is because of the Algerian war ? 

General Hersuey. And, of course, another thing, 2 years from now 
they hope they will get out of Algiers and also hope, in 2 years, to be 
in much better shape because the birth rate will begin to pick them 
up 2 years from now. ; 

Mr. Yates. Why is England eliminating its selective service ? 

General Hersney. In the first place, they have reduced their forces 
from around 1 million where it was 3 or 4 years ago successively down 
to 300,000. 

I got in trouble once in this committee, 2 years ago, by saying 
something : about England. 

Mr. Jonas. I remember that. 

Mr. Yates. Off the record. 

(Discussion off the record. ) 

Mr. Yates. Back on the record. You talked about the small re- 
jection rate. 

General Hersury. In France? 

Mr. Yares. In France and Sweden? 

General Hersury. Yes. 

Mr. Yates. What about Sweden? Sweden goes for universal 
training ? 

General Hersuey. Yes. 

Mr. Yares. Are its citizens better qualified physically than ours to 
go into the Army ? 

General Hersuey. I do not know. I might think so. I might 
think that a great many of the children impress me as being more 
active on their feet. Maybe they are than in the United States. You 

are getting into a pretty difficult question when you say that someone 
ran chin so many times. 

For instance, the Swiss start out with a youngster with a card and 
he goes through a series of things. He comes up and it is recorded 
on that whether he could chin himself 8 times or 12 times. There are 
different sorts of physical things he has to pass. By the time he gets 
inducted in the Swiss Army they know pretty much what he has been 
doing, and what he has been doing tends to make him so he is not very 
rejectable. 

Mr. Yates. When do they start making the records? 

General HersHey. Six or seven years in school. It is not part of 
the military. It is part of 

Mr. Yarrs. A sort of national inventory ? 

General Hersury. Keeping the youngsters up to a standard. If I 
am 8 years old, I know I ought to be able to do certain things. 

Mr. Jonas. General, may T say one thing ? 

We do not do that over here. We tell a fellow who can play 10 
football games a year that his legs will not permit him to serve in the 
Army. 
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General Hersury. Yes, and even in baseball. I would like to get 
what little payola they might give mentioning baseball. 

A year ago when we had the world series there was one fellow who 
used to wave the bat. He has a beautiful pair of arms and shoulders, 
I used to hear a great deal about him. He is one of our 4—F’s. 

Mr. Yates. Wasn’t Mickey Mantle one of the 4-F’s? 

Mr. Tuomas. What about great football players ? 

Mr. Botanp. If they have a bone condition and it is going to be 
aggravated in the service, it is better to be without them because they 
are going to be a problem. 


CATEGORIES OF DEFERMENT 


Mr. Evins. Would you supply for the record the various categories 
of deferment; that is, educational and farm deferment. Of course, 
we have a little surplus in farm products. The farm boys are trying 
to get deferments but cannot. Would you talk a little about that for 
us # 

General Hersury. The farm deferments, I think, probably, about 
1953-54 were not too high. Maybe they were 30,000. But at that 
time, of course, we were coming nearer taking more people and we 
tried to work them down, and I think we worked them down to where 
they were probably 15,000 or 16,000. Whether we are up to that level 
or not, I suspect we are a little higher. We have not made any effort 
to try to get them off. We have not made as much effort to keep them 
down. 

In other words, there is no question about the type of thing, and 
now a deferment is a much easier thing to get than, for instance, 
during the Korean war. I do not have the exact numbers. Defer- 
ments from the farm are not high. 

Whatever is being done in the local board, though, is being done 
(a) because that is what the local boards feel about it, or (6) some 
of the indoctrination they got 4 or 5 years ago, and they have not 
changed, because we have not been fighting the farm deferments in 
the last 2 or 3 years. 

Mr. Evins. You will supply the percentage on this category for 
the record ? 

General Hersuey. That is right. I will be glad to. 

(The information requested is as follows :) 


STATEMENT REGARDING CLAss II DEFERMENTS 


All class II deferments amounted to 228,018 on November 30, 1959. This is 
only 1.1 percent of the total of 20,501,398 registrants classified on that date. Of 
the class II deferments, the II-A (industrial, etc.) amounted to 52,304, or 
23 percent of all class II deferments; class II-A (apprentices) to 8,913 or 2 
percent of class II; II-C (agricultural deferments) amounted to 20,787, or 
9 percent of class II. The large one is II-S (students), which amounted to 
151,015, or 66 percent of all of class II. 


Mr. Tuomas. Are there any further general questions? 
General, that has been very informative. We always like to hear 
you. You havea head full of good old commonsense. 
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SUMMARY OF EXPENSES 


Gentlemen, let us take a look at the details briefly. 

Mr. Reporter, I wonder if you will be good enough to insert pages 1 
through 5 in the record ? 

(The pages referred to follow :) 


SELECTIVE SERVICE SYSTEM 


GENERAL STATEMENT 


There is presented herewith justification for the request of $32,950,000 with 
which to operate the Selective Service System; the National Advisory Com- 
mittee on the Selection of Physicians, Dentists, and Allied Specialists; and the 
National Selective Service Appeal Board during the fiscal year 1961. 

The Selective Service System is organized to carry out the primary functions 
of registration, classification, selection, and presentation for induction in the 
Armed Forces of the men necessary for maintenance of those forces at the 
determined strength and by means of deferment, urges men into those ocecupa- 
tions and activities necessary to the maintenance of the national health, safety, 
or interest. It also determines the availability of men for a selective callup 
from the Standby Reserve. The collateral functions of administration, planning, 
training, and records management are also performed by this agency. 

The use by the Selective Service System of the services of over 42,000 un- 
compensated officials is unique in Government. These patriotic citizens give 
the strength to the Selective Service System. 

It is inevitable that these uncompensated citizens will become less enthusiastic 
in their giving of service unless adequate clerical personnel is provided. The 
request for fiscal year 1961 includes the provision for such services in project 30. 

The Selective Service System, which is decentralized, is organized on a pyrami- 
dal structure, the broad base of which is the local and appeal board structure 
where the contact is maintained with nearly 22 million registrants by the un- 
compensated members of the System and the local and appeal board clerks who 
staff the 3,998 local boards and the 93 appeal boards. The next largest group is 
composed of the 56 State headquarters; the relatively small group which com- 
prises the national headquarters is the apex. 

The strength of the Selective Service System lies in the fact that classification 
is the responsibility of those uncompensated civilians living in the communities 
with the registrants. They have no pecuniary interest in their position but 
perform their tasks as a patriotic service. 

The size of the calls or the number of inductions in any given period directly 
affects only one cost factor—namely selectee travel. However, a change in 
acceptance standards pursuant to Public Law 85-564, 85th Congress, instituted 
on August 1, 1958, has had an unprecedented effect on selectee travel. This is 
fully explained under project 30. This estimate is based on the induction of 
100,000 registrants. 

Executive Orders Nos. 10166 and 10185 created the National Advisory Com- 
mittee on the Selection of Physicians, Dentists, and Allied Specialists. Pursuant 
to these orders, the Selective Service System is required to furnish funds for its 
operation and provision is included herein. 

Executive Order No. 9988 created the National Selective Service Appeal Board. 
The Selective Service System is required to pay the members of the board and 
“to furnish suitable office space and other necessary facilities and services.” 
This requires more personnel in national headquarters to the extent necessary 
to meet this requirement. This budget includes a request for funds to accomplish 
this purpose. 

The principal factors in the request for increased funds in 1961 over 1960 are 
the new health insurance program, the additional workload in local boards, 
and the additional requirements for selectee travel. No additional personnel is 
provided for except in local boards. The small increase in personal services in 
State and National headquarters is to provide for the statutory within-grade pay 
increase. 

The principal increase in workload factors in local boards is due to the in- 
crease in numbers to be registered (details of registration are discussed under 
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project 30), due to the higher number of males born in each successive year 18 
years prior to the 3 years under primary consideration; namely, fiscal years 
1959, 1960, and 1961. In 1962 and 1963 there will be a slight drop but in 1964 the 
trend is again upward. The 10-year peak will be reached in 1965 when over 
2,100,000 will be registered. 

The following 10-year table shows these facts: 








Age18— | Census | _ Selective 
Fiscal year year of | estimate, in | Service 

birth thousands registration 
1958. ee ia dd sabia takin S ; ieee. e kee i940 | 1, 167 1 1, 256, 930 
1959__. Be ee ie eee oP Ce ee 1941 ,217 1 1, 305, 622 
ct. ook nbn od aiid ele eee o his eabiad sesansenel 1942 | 1, 301 | 21, 398, 576 
1961 pe ae 2 en iii ieee vatiotitietasiauadias | 1943 1,488 | 2 1, 509, 600 
1952... c ‘ ; Ae ; 1944 1, 402 | 21, 507, 150 
 — é ction Sat ; és 1945 1, 397 | 21, 01,77 
Sm ae ‘ se wravcomen| 1946 1,414 2 1, 520, 050 
I aS a ee : Pease : a on eeennennee| 1947 1, 955 2 2, 101, 625 
en ae ae. s ; a coool 1948 1,811 | 2 1, 946, 825 
ad Se Sa enandbbawies 1v49 | 1, 813 | 2 1, 048, 975 





1 Actual. 
2 Estimated. 


This estimate includes $383,000 to provide for the agency contribution toward 
the health insurance program authorized late in the 1st session of the 86th 
Congress to be effective July 1, 1960. 


Summary of objective classification 


1959 actual | 1960 estimate | 1961 estimate 





$23, 859, 820 | 26, 500, 416 


01 Personal services.............. sh hh inne hentintiniaininineetbaaniins $23, 853, 040 
02 Travel: 
Administrttive travel_........----..----..------------ 518, 263 | 664, 500 | 664, 500 
I ae ect 1, 528, 796 | 1, 650, 000 1, 673, 000 
03 Transportation of things_..................-.-------------- 49, 462 49, 700 | 49, 600 
04 Communication services: | 
NC a 8 dae owed 458, 600 | 506, 800 | 596, 800 
oe EE RE EE SE ee ee eee 516, 025 | 548, 300 625, 300 
05 Rents and utility services_..........-- beplnysdiieiditndesndane 80, 732 83, 620 | 83, 620 
ee Nic ea sememncwocsesusonnes 147, 606 142, 200 | 142, 100 
07 Other contractual services. _..........-.-.------ = 224, 278 | 234, 050 | 635, 995 
08 Supplies EE cin dat ein diesihapennmmndibdbaceiaiet 320, 549 140, 800 | 315, 400 
aot, ctrinitte rip qwamdntiewapedcndeemoences ; 364, 586 19, 900 256, 000 
11 Grants, subsidies, and contributions.....-.--.--------- 1, 194, 440 1, 226, 800 1, 327, 032 
15 Taxes and assessments..................----------------.. 60, 581 61,910 | 80, 237 
EE nats cndpaatontcgthicdmeniibmnsing sipeiiarg Wiienaiainanile 29, 316, 958 29, 278, 400 32, 950, 000 


OTHER EXPENSES 


Mr. Tuomas. The table on page 5 covers all the projects 10, 20, 30, 
and the medical programs 40A and B. 

The administrative travel remains the same, $664,500. That is a lot 
of travel money for administrative travel. 

Selectee travel does not vary much, about $23,000. It was $1,650,- 
000 last year against $1,673,000 this year. 

Then your penalty mail is the same. Your communications serv- 
ices are $625,300 for 1961 against $548,300 for 1960. That is a sizable 
increase of $77,000. The printing and reproduction remains the same, 
approximately $142,000. 


HEALTH INSURANCE PROGRAM 


Your other contractual services goes from $234,050 for 1960 to $635.- 
995 for 1961. Three hundred and eighty-three thousands dollars of 
that is for your health insurance program: is that right ¢ 
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General Hersey. That is right. 

Mr. Tuomas. How did you arrive at that figure? I am asking for 
information. We tried to figure it out our selves but you have a form- 
ula there that a Philadelphia lawyer cannot figure out. You have 
three or four alternatives; have you not? 

Colonel Itirr. We used the formula that was furnished by the Civil 
Service Commission at the outset of this. 

Mr. Tuomas. They do not know what they are going to do yet 
either. 

Colonel Liuurr. No; we do not either. We do not know how many 
people are going to take out insurance. 

Mr. Tuomas. You use a formula based on 50-50. The highest plan 
that the employee can get, that is for himself and his family, under 

certain ceaitieeee is $9.50 a month and the Government contributes 
50 percent, 

Which formula are you using? There are three or four formulas. 

Colonel Inurr. I cannot remember which formula we used. We used 
one that was acceptable to the Bureau of the Budget and discussed it 
with them. 

Mr. Tuomas. It is bound to be 50 percent guesswork in there be- 
cause nobody knows. 

Colonel Itirr. Yes. 

Mr. Tuomas. It could be more or less? 

Colonel Inirr. That is right. 

Mr. Tuomas. Does it go into effect the first pay period after July 1, 
1960 ¢ 

Colonel Ittrr. Yes. 

Mr. Tuomas. It is a matter that you are not going to be able to vary 
up or down. It is going to be a fixed amount when the figure is set. 
The only trouble is you have nothing to do with setting the amount. 

Colonel Inirr. That is right. 


SUPPLIES AND MATERIALS AND EQUIPMENT 


Mr. Tuomas. Why your big increase in supplies and materials this 
year from $140,800 to $315,400? And why the increase in your equip- 
ment from $19,900 to $256,000 ? 

Colonel IuirFr. Supplies and materials is restoring the purchasing 
not quite to the full extent we have in 1959, because this year we have 
had to live out of cupboard stocks and stockroom stock. 

Mr. Tuomas. The General just had me in tears there a while ago. 
He was talking about depleting the stocks to the tune of $1 million. 
I find out here it is about $150,000. It is not going to break the 
agency or Government either if you cut down the inventory. 

General Hersney. We do not treat $100,000 like they do in Govern- 
ment, generally. 

Mr. Tuomas. That is for your inventory. 

What is the total amount of your inventory now on your supplies 
and materials? 

Colonel Inirr. I will have to furnish that figure. 

Mr. Tromas. How does the General know it is so bad for the agency 
then? Could you give us an approximate figure? 

Colonel Inirr. No, sir. I will have to look it up. 
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Mr. Tuomas. Is it scattered over, in round figures, 4,000 of your 
local draft boards and 56 of your State headqua irters and National 
headquarters? Where is the largest part of it ? 

Colonel Inirr. The largest part is in local boards, cupboard stocks 
of local boards will carry part of it. Of course, that goes out of in- 
ventory when it goes into cupboard stocks. 

Mr. Tuomas. Cupboard stocks? What do you mean? 

Colonel Inirr. That is when you put it in a case, a storage case and 
take it out of State headquarters stockroom. 

Mr. Tuomas. That becomes a record then rather than a stock; does 
itnot? You donot store it? 

General Hersney. They use it. 

Mr. Tuomas. That comes in as a record, and should not be classed 
as part of your day-to-day inventory of supplies and materials. 

Yolonel Inrrr. It is not counted in inventory. That is where a lot 
of it is. 

Mr. Tuomas. Do you have an approximate figure? Do you have 
an approximate figure of what your day-to- day inventory is as of 
now! You may correct that later for the record. Would you hazard 
a guess? 

Colonel Iu1rr. I could not hazard a guess. 

Mr. Tuomas. Would it bea half million or two million ? 

Colonel Intrr. I would say approximately. 

Mr. Tuomas. Let me guess at it. You have supplies and ma- 
terials at $315,400 here. How often do you turn them / 

Would you turn them ever y 15 months? 

Colonel Inirr. Oftener. 

Mr. Tuomas. 18 months? 

Colonel Innrr. Oftener than that. 

Mr. Tuomas. Is it made up primarily of printed forms, supplies, 
like ink and typewriters or whatnot ? 

Colonel Itirr. No. Primarily office supplies. The forms are 
charged out as printing when they are printed. They are not carried 
as a stock item. 

Mr. Tuomas. Is it desks, typewriters, or what? 

Colonel I:1rr. The desks, typewriters are in equipment, sir. 

Mr. Toomas. What is in supplies and materials? 

Colonel Inirr. Pencils, pens, inks, rulers, scratchpads, miscellaneous 
items that are used in the office. 

Mr. Tuomas. Your printed forms come under the printing bill and 
not under supplies and materials? 

Colonel Inirr. Excepting governmentwide forms we have to stock, 
that is part of our supplies and mater ial, but our own printed forms 
come under printing. 

Mr. Tomas. Governmentwide printing forms would be your big- 
gest item in supplies and materials, would it not ? 

Colonel Inirr. I think not. 

Mr. Tuomas. What part of it would it be? 

Colonel Inrrr. That I could not say. 

Mr. Tuomas. All your civil service forms. What else? 

Colonel Inirr. The civil service forms. 
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Mr. Tuomas. The Bureau of the Budget forms. The General Ac- 


counting Office forms. ; 
Colonel Inirr. And Treasury forms, of course. But they are not 
in large supply. 


Mr. Tuomas. The civil service forms for help and otherwise plus 

our regular employment. 

I will stay by my guess that your biggest single item by far is 
forms. 

Anyway you have no specific information on it. 

Colonel Ix1rr. I will be glad to furnish it. 

(The information is as follows :) 

As of December 31, 1959, the supply and material inventory amounted to 
$178,656. This inventory is taken only at the stockroom level, which is at only 
57 places (56 State headquarters and National headquarters). The cupboard 
stocks are those in local boards, appeal boards and offices of State and National 
headquarters. The supplies and materials in these stocks have been charged 
out and are not part of the inventory. The annual cost of standard forms used 
py Selective Service is between $7,000 and $7,500. Of this amount about $1,300 
is in the form of transportation requests, meal and lodging tickets, largely used 
by local boards in forwarding registrants. However, since these forms are 
especially over-printed for Selective Service, they are charged to Printing Ac- 
count 06 as prescribed in the Fiscal Manual. 


RETIREMENT AND SOCIAL SECURITY CONTRIBUTIONS 


Mr. Tuomas. Your grants, subsidies, and contributions jumped 
from $1,226,800 to $1,327,032. What is this composed of? 

Colonel Inrrr. That is retirement for civil service only, civil service 
retirement. 

Mr. Tuomas. Nothing but civil service retirement ? 

Colonel Inirr. That is correct, sir. 

Mr. TxHomas. What about your taxes and assessments? They 
jumped from $61,910 to $80,237. 

Colonel Itirr. Those who are not on civil service retirement are 
on social security. 

Mr. Tuomas. What is the contribution? How does that type of 
social security compare with that of industry? It is not the same? 

Colonel Inirr. It is exactly the same as we would pay in an indus- 
try, sir, up to the first $4,800 of the person’s wages 

Mr. Tuomas. I thought it was a little more or better deal, a bigger 
contribution and a bigger pay. 

Colonel Itirr. No, sir. The same as industrial rates, 3 percent. 

Mr. Tuomas. Up to what, $4,800? 

Colonel Itirr. Up to $4,800 of wages. 

Mr. Tromas. Is there anything beyond the $4,800? 

Colonel Iuirr. No, sir. 

Mr. Trromas. Is this a duplicate system? Does it cover social se- 
curity and civil service? 

Colonel Iuirr. No, sir. If the person is under civil service retire- 
ment they are not under social security. If they are not entitled to 
civil service retirement then they are under social security. 

Mr. Tomas. Suppose a person retires from Government service 
when he has 20 years. It is optional whether he draws — retirement 
or not, and he elects not to draw it because he is not, 60 or 62 yet. 
He comes back in the Government and pays social eae Can he 
do that ? 
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Colonel Iurrr. I think it would depend a little bit on the type of 
job he took. If he took one that was covered by retirement he would 
go back under the retirement system. But all the wage board jobs 
are under social security. 

Mr. Tuomas. In other words, he has no choice in the matter. 

Colonel Iuirr. I think not. 

Mr. THomas. What about your wage board jobs ¢ 

Colonel In1rr. The wage board jobs are all social security. We have 
very few of those, but the others are the WAE clerks who have not 
qualified for civil service retirement. 

Mr. Tuomas. How many of them do you have? Why should it 
jump from $61,910 up to $80,237? That is a pretty big jump, around 
18 percent increase. 

olonel Inirr. There is one reason and that is because the rate 
goes up. 

Mr. ere Is it one-half of 1 percent or one-fourth of 1 percent? 

Colonel Inirr. Half of 1 percent. 

Mr. Tuomas. It goes up, when, the first of January or when? 

Colonel Inirr. The first of January ; yes, sir. 

Mr. Tuomas. It goes from 21% to 3 percent ? 

Colonel Inirr. Two and one-half to three percent; yes, sir. I think 
$4,800 applies to both. 

General Hersuey. That would be 20 percent. 

Colonel Intrr. Yes; 20 percent increase. 

Mr. Tuomas. In net amount? 

Colonel Inirr. About 20 percent of $61,000 is $12,000. 

Mr. Tuomas. You may have underestimated your charge there by 
$2,000. 

General Hersuey. Yes. 

Colonel Ixirr. I would not be surprised if our WAE’s would rise a 
little bit. 

General Hersuey. Yes. 

Colonel Itirr. Where you are substituting a part-time person 
when you could not afford to pay them. 


NATIONAL ADMINISTRATION, PLANNING, TRAINING. AND RECORDS 
MANAGEMENT 


Mr. Tuomas. Mr. Reporter, would you put pages 26 through 31 in 
the record ? 
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(The pages referred to follow :) 


Prosect 10.—Summary by objective classification 











Ns — 7 
| 1959 actual | 1960 estimate | 1961 estimate 
Ne Tie lence sieeniihtipcnaiiiadineiiaaiiaets Sadiiinsiettntesinhibiee -| = nmolpaliimaibmeiasiects 
01 Personal services..._-. Sie cibwart dl ss ciccaheehseanas eadamenneaens | $1,492,741 | $1,459,920 | $1, 459, 312 
NE <5 kine etenenecasenen ‘ ate ee 65, 242 | 80, 000 | 80, 000 
03 Transportation of things............-.-- SF anand 823 500 | 5 
04 Communication services: 
Penalty mail. ..........-.- Meret ei, Soe Ae 23, 000 | 29, 000 | 29, 000 
Other : . x ba 29, 266 32,000 | 35, 000 
05 Rents and utility services__- ‘ idtilp abn ident 3, 061 3, 120 3, 120 
06 Printing and reproduction _- : 11, 634 5, 000 5, 000 
07 Other contractual services. _- oo 11, 902 13, 800 | 25, 431 
08 Supplies and materials bili satah cialis taconite oie ce 41, 452 20, 250 | 40, 000 
09 Equipment sd ata laa 26, 565 reall 25, 000 
11 Grants, subsidies and contributions_- LOE AEE 48, 976 46, 900 | 46, 900 
15 Taxes and assessments...........-- a ae a5 299 110 | 61 
Total obligations-.---- - vediienesdiuebhnacnee 1, 754, 961 1, 690, 600 | 1, 749, 324 





The national headquarters is charged with the overall administration of the 
act, with the preparation of plans for future emergencies, with the designing 
and putting into effect of a training program and with the management of 
records required to be kept. To perform these functions the national head- 
quarters has been organized into offices and divisions, each subdivision being 
charged with certain responsibilities . 


01 Personal Services 

rae TIN eS sen te 8 $1, 492, 741 

ateheateaie eee ne ee 

_.. 1,459,312 
The 1960 appropriation resulted in a reduction in force. This was accom- 

plished by attrition. A further reduction will be required for 1961. The within- 

grade statutory raises will amount to $7,750. 


1959 actual 
1960 estimate 
Pi cay 


15 Tazes and assessments 
1959 actual 


et i i es — ee Hee ee Ke S$29¢ 
I a a pea aaa ace Pa ee 
ny Se ce ee be ee Oe ee ie neice tee 61 


I oo 
1960 estimate___ oD ee 80, 000 
nT re a alsa aac chp tena ais SA 


The amount of the limitation on travel for 1959 was $80,000 and for 1960 is 
also $80,000. Because of the severe cut in appropriations, the national head- 
quarters travel for 1959 was restricted. The contact with the field has suffered 
severely and should be restored. 


03 Transportation of things 
1959 actual 


EAS hs eee a cee Te a ce $823 
1960 estimate_______- a cphisddihee ia isici aes siascales se a es 
IS IN a ssn Sabian elt hk 500 


The requirements for this object are small. No change contemplated in 1961 
over 1960 requirements. 


O4 Communication services 


| | 
1959 actual | 1960 estimate | 1961 estimate 





Penalty mail 


| $23,000 | $29, 000 | $29, 000 
Other 


Bap i da Saicta late Deir de ch tp theists cence nce cad Raiécnaeemadt 29, 266 32, 000 35, 000 


ger 
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The amounts projected for penalty mail are based on the estimate of our re. 
quirements as used for reimbursement to the Post Office Department and for 1969 
and 1961 includes the postage increase. The other portion is largely telephone 
requirements and the small increases reflect rate increases. 


05 Rents and utility services 


SD asinine eee nena cessesweteenee=—cccncene $3, 061 
lea reeseencteeasbsonnespansin anes evensniensepupenipndiinuniniodieemes iatirsaiiitilaniced 3, 120 
a cise lim cna midair Gichintnindigtacnlent 3, 120 
This is largely Relo costs. 
06 Printing and reproduction 
ki eb saa pach libs tc evs ong sores ag cae ae eaan a ana alas evi cenit $11, 634 
I A cl alan saci lt Sg it lt tt 5, 000 
asec a lb lt ar ta Eps bale aie ino aimee 5, 000 


1959 included nonrecurrent item for publishing a monograph in the series coy. 
ering operations in World War II. 


07% Other contractual services 


BN RN cies i i ei Sahel cine lai sacci ta ltilet aah iia eaiiinetns dn ebntsan $11, 902 
Nee ee nn ne BE a as idence elsesameeteiphcenlc mean alana cain distinc 13, 800 
cease Mlaedi es nis ts eoedideestniniinchineanmnalcn 25, 431 


The new health insurance program accounts for the large part of this increase, 


08 Supplies and materials 


a aan aaah aA ala acne laSigpae thinness cgoecaddisscaniareci ein enc geinsasacionti $41, 452 
NNO see ca taiesciaieasn teri eee nsdn tek tiered erceienen an St eadeentalu _ 20,25 
I ves nslcusncclcguabinieniaeae Sasannmiastiinsiol 40, 000 


Because of lack of funds, we will deplete cupboard stocks in 1960. Request 
for 1961 restores the normal buying rate. 


09 Equipment 


I saa ea es ecacddsnssis nip apn daca cs sigdciahssinn amin $26, 565 
I hiss cbnActeadre es eeiatisenheedecnnsenineeannnasenene sone sciedinaaal 
I sc easieda bcs is tsakbeieinis hbcueisiionaiaalibain saat 25, 000 


The 1961 request includes $4,000 for the purchase of a heavy sedan to replace 
the 1957 model now being used by the Director. It will be over the age limit 
and the mileage limit before being replaced in fiscal year 1961. 


11 Contributions to the retirement fund 
I a a cc cecn cas til nics linen i Shite in aiaimrGtatnen $48, 976 
I a a oh inchs tes sn kn sales Reina iano 46, 900 
1961 estimate 


Amounts are calculated on payroll amounts. 


Mr. Tuomas. National administration, planning, training, and 
records management—this is for headquarters of the Selective Service 
System. 

EMPLOYMENT IN NATIONAL HEADQUARTERS 
Personal services remains the same, $1,459,920 for 1960, and $1,459,- 


312 for 1961. 


] 


How many employees do you have in the national headquarters? 

Colonel Inirr. 177, sir. 

Mr. THomas. Would that figure remain the same through 1961? 

Colonel Inirr. Yes, sir. It is down a little bit there. It might be 
off one or two. 

Mr. Tuomas. Do you have unfilled jobs now? 
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General Hersuey. I would not be surprised. Of course, we are 
going to keep some filled enough to pay whatever pay raises that the 
people get legally because it is leveling off the same. 

Mr. Tuomas. How many unfilled jobs do you have now as of 
January 1? 

General Hersury. 177. 

Colonel In1rr. 177 people presently employed. 

Mr. Tuomas. How many unfilled jobs do you have? 

Colonel Iuirr. I would say probably in the neighborhood of 30. 

Mr. Tuomas. Thirty ? 

Colonel Inirr. Yes. 

Mr. Tuomas. You had in the neighborhod of 210 jobs then appro- 
priated for? 

Colonel Inirr. No, sir. That is the reason they are vacant, because 
they were not appropriated for. 

Mr. Tuomas. How many appropriated jobs do you have in fiscal 
year 1960? 

* Colonel Iuirrr. I think 177. 

Mr. THomas. You do not have any vacancies then, do you? How 
many unfilled jobs do you have? How many do you have on the pay- 
roll now in headquarters? We will put it like that. 

Colonel Inurr. That is 177. 

Mr. Tuomas. That is a full quarter, then; is it not? 

Colonel Inirr. If that is all we have the money to pay for; yes, sir. 

Mr. Tuomas. Do you mean there is no limitation on what you can 
spend in your headquarters ? 

General Hersnry. Yes. The limitations are there, but, on the other 
hand, if we could get someone to come to work for nothing, about 
30 people 

Mr. Tomas. You mean from the Army ? 

General Hersury. Beg pardon. 

Mr. Tuomas. From the Army? Where are you going to get them? 

General Hersury. These people just come in and work for nothing 
like we have in the local board. 

Mr. Tuomas (reading) : 





For expenses necessary for the operation and maintenance of the Selective 
Service System, as authorized by title I of the Universal Military Training and 
Service Act— 
and so on. There is no limitation in what you do in the national 
headquarters ? 

Colonel Inirr. That is right. 

General Hersury. That is right. 


StaTE ADMINISTRATION, PLANNING, TRAINING, AND Recorps SERVICING 


Mr. Tuomas. Let us look at project 20. This is your State head- 
quarters; your big operation. 
Put pages 32 through 35 in the record. 
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(The pages referred to follow :) 


Prosect 20.—Summary by objective classification 


1959 actual | 1960 estimate | 1961 estimate 





01 Personal services 


re aT i a $5, 414, 078 $5, 402, 000 $5, 428, 667 
O38 Travel..2._.. nian kash baie 1b dike 83, 400 92, 000 92) 000 
03 Transportation of things............._.__- pe ae 3, 803 4,000 | 4.000 
04 Communication services: ; 
Sr iis cach wile ‘ baits. 70, 000 | 87, 000 87, 000 
ee | | ‘y U 
Other__. ae Dostondanacicaieiadimaneiiicd Ms mca sii 80, 359 | 35, OOO | 93, 000 
OG mente end witty servios..................--.-----.<<-- 19, 393 | 21, 500 | 21. 500 
06 Printing and reproduction._____________ elec peed sand, 6, 506 | 7,000 | 7.000 
07 Other contractual services...____- pibsiaacnone ; oeaetabnal 57, 065 | 60, 000 | 115, 333 
a I UN ne aaeaeni | 53, 355 20, 000 50, 000 
09 Equipment : a 59, 334 |_.-. 50, 000 
11 Grants, subsidies, and contributions... + ‘ 212, 323 220, 000 220; 000 
Se “meen oe Genes a 1,478 1, 500 1, 500 
IU ne 6, 061, 094 6, 000, 000 6, 170, 000 





The Universal Military Training and Service Act of 1951, as amended, in 
section 10(a)(2) requires the establishment of at least one State headquarters 
in each State, territory, and possession of the United States. There have been 
established 56 such headquarters. The function of State headquarters is to 
administer the act within the respective States in compliance with the law, 
regulations, and directives of national headquarters. In general, the primary 
administration and responsibilities of each State headquarters are as follows: 

1. To establish and maintain local boards and appeal boards including arrang- 
ing for office space, office equipment, securing competent personnel, and the 
selection for recommendation by the Governor of potential local board and 
appeal board members for either original appointment or as replacements for 
members lost. 

2. To inform and instruct new local and appeal board members and clerks in 
the existing regulations, policies, and administrative procedures; then to con- 
tinually inform and instruct local and appeal board members and clerks con- 
cerning local manpower situations and changes in regulations, 
administrative procedures. 


3. To allocate calls to the local boards within the State on the basis of avail- 
ability and quotas established from records of manpower available for service 
and those already in the service. To do this records must be maintained of 
men available for service, men already delivered for service, men deferred in 
all classes and credits to the various communities for men in the armed services, 
Records must also be maintained to insure the deferment of men needed in agri- 
culture, industry, and the national health, safety or interest. Such problems 
vary in the several States. To know the needs of agriculture, industry, etc., it 
is necessary that close liaison be maintained between the State headquarters 
and these various fields of employment. 

4. To allocate funds received and operate within the fiscal limitations s0 
established. To pay all liabilities incurred by both State headquarters and the 
local boards within the State. To process all personnel appointment papers. 
To arrange for the most ecenomical method of transportation for registrants 
and arrange for delivery of men to the examining and induction stations in num- 
bers not exceeding the daily capacity of the station. ‘This may only be accom- 
plished by the proper coordinating of schedules with the Armed Forces and the 
assigning of delivery dates to the various local boards. 

5. To act as custodian and servicing agent of records. There are 54 Federal 
record depots in which are housed the remaining records of all registrants of 
World War II operations. The work of the depot consists of (1) answering 
requests for information, (2) the servicing of records, and (3) the destruction 
of records when authorized. 

6. To receive from the several services the notification of transfers of person- 
nel to the Standby Reserve; to locate the local board of jurisdiction within the 
State: to assign the reservist to the appropriate local board and to maintain a 
record of the availability for selective callup of reservists as established by the 
local board pursuant to Public Law 305, 84th Congress. 
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7. To plan for manpower procurement in general conformity with the na- 
tional program as adapted to the unique problems within the State. 

8. To maintain and keep current a plan for the operation of the State head- 
quarters and local and appeal boards in event of a catastrophe, including co- 
operative planning with adjoining States. Also to maintain a plan for an all- 
out emergency expansion. The number and location of the additional local 
poards, which would be required under such an emergency, have been established, 
lists of potential local board members are maintained, records of present regis- 
trants are so numbered that should expansion become necessary the records to 
be transferred to any particular local board are readily identifiable. 

9. To develop and maintain a fully adequate program of training to provide 
a reserve of officers and civilians who will be able and willing to fill a position 
in the System should it become necessary to expand. 


NUMBER OF EMPLOYEES 


Mr. THomas. What is the number of employees you have in the—— 

Colonel Inirr. The 56 State headquarters ? 

Mr. Tuomas. Yes. 

Colonel Inirr. 990 full time, 28 part time. 

Mr. Tomas. How many now / 

Colonel Inirr. 990 full time, 28 part time. 

Mr. Tuomas. How many State headquarters do you have? 

General Hersuery. Fifty-six. 

Mr. Tomas. And the act specifically sets them up ? 

General Hersney. That is right. 

Mr. Tuomas. Have you added any for Hawaii and Alaska yet? 

General Hersury. We have not. We already had them. They 
were territorial and now they are State. 

Mr. Tuomas. You had them to start with and you just changed the 
name ¢ 

General Hersney. That is right. 


INCREASE IN EXPENSES 


Mr. Tuomas. You have an increase of $170,000. Where is that? 
$55,333 is under other contractual services. You break that down. Is 
that the part for the health program ? 

Colonel Inirr. That is the health program. 

Mr. Tuomas. Where is the other? 

Colonel ILirr. There is in personal services about $26,000 for pay 
increase and the other big one is in equipment and supplies. We had 
nothing scheduled. 

Mr. Thomas. You did not have anything for equipment last year. 
You have $50,000 this year. What is the nature of the equipment? 

Colonel Intrr. It would be in the nature of file cases and replace- 
ments for wornout office equipment. 

Mr. Tuomas. Where do you buy that equipment—from General 
Services 

Colonel Inirr. Yes, sir. 


REGISTRATION, CLASSIFICATION, AND INDUCTION 


Mr. Tuomas. Put pages 40 to 45 in the record. 
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(The pages referred to follow :) 


Prosect 30.—Summary by objective classification 











| ee 

1959 actual 1960 esti- 1961 esti- 

mated mated 
ol Berson ervios.................. ae 7 $16, 893, 147 $16, 932, 800 $19, 547, 230 

2 Travel: ; 
Administrative travel__. 362, 960 485, 000 485, 000 
Selectee travel___- | 1, §28, 796 1, 650, 000 1, 673, 000 
03 Transportation of things 44, 836 45, 000 | 45, 000 

04 Communication services: , 
Penalty mail___- 365, 000 480, 000 | 430, 000 
Other__ 405, 436 | 430, 000 | 496, 000 
05 Rents and utility services___ | 58, 278 | 59, 000 59 000 
06 Printing and reproduction_-. | 129, 466 | 130, 000 130, 000 
7 Other contractual services_.._- 155, 220 | 160. 000 494, 162 
08 Supplies and materials_. 225, 641 100, 000 | 225, 000 
09 Equipment. 277, 926 | 19, 000 180, 000 
11 Grants, subsidies, and contributions _- 930, 905 | 957, 000 1, 057, 232 
15 Taxes and assessments_. 58, 577 60, 000 78, 376 
Total 21, 436, 188 21, 507, 800 | 24, 950, 000 
Less obligations incurred in 1958 from 1959 appropriation... 248, 377 be 
Total obligations.... : cies . a da 21, 187, 811 21, 507, 800 24, 950, 000 


The Selective Service System, operating under the provisions of the Universal 
Military Training and Service Act, as amended, exists for the primary purpose 
of making possible the most effective utilization of the manpower resources of 
the United States. The accomplishment of this mission requires varied and 
sundry functions, the most important of which are registration, classification, 
selection and delivery for induction of the male citizens of the United States 
who by age are subject to the requirements contained in the act. 

The above functions are carried on in the local boards which are composed 
of little groups of neighbors on whom is placed the responsibility to determine 
who is to serve the Nation in the Armed Forces and who is to serve in industry, 
agriculture, and other deferred classifications. These members of the local 
board serve in an uncompensated capacity and are assisted by other uncompen- 
sated citizens known as advisers to registrants, Government appeal agents, and 
medical advisers, totaling in all 41,000. The function of classification in certain 
cases is carried over to the State appeal boards whose members are also uncom- 
pensated citizens of the communities they represent and at present number nearly 
600. To assist these 42,000 uncompensated citizens in the performance of their 
duties, it is necessary to provide clerical help, space, supplies, etc., which are the 
supporting facts for this portion of the budget estimate. 

In studying the fund requirements for Project 30, it is most necessary that full 
realization must be secured of the unique use by the Selective Service System 
of the services of some 42,000 uncompensated citizens who under the law make 
the classification and selection of those who are to serve in the Armed Forces 
and select those whose military obligation is to be postponed in support of the 
national health, safety or interest. There are 4,114 local and appeal boards, in- 
cluding appeal board panels, at which these people serve giving the necessary 
part of their time to serve the Nation with realization of such service being their 
only reward. To retain that service, it is a fundamental precept that adequate 
clerical assistance must be furnished. 

During the month of June 1958, a carefully supervised work measurement 
study, developed with the assistance of the Bureau of the Budget staff, was con- 
ducted in the local boards in the State of Georgia. The result of that study 
serves as a basis for the following estimates of work units, man-years required to 
process them, and the personnel costs for local boards of the entire Selective 
Service System. 

On the basis of this study it will be seen that in order to meet the estimated 
workload requirements, not only will the 63 man-years of estimated staff time 
have to be converted to productive time but 258 additional man-years of work 
will have to be performed by local board clerks during times for which they are 
not compensated. This is in addition to the 154 man-years estimated as a basis 
of past experience as developed in the Georgia study. 
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We have now reached a point where between 114 and 1% million net regis- 
trants are being added each year. We have well over 24% times as many regis- 
trants as there were when selective service was reenacted some 12 years ago. 


Comparative summary statement by function—Project 30, local board clerks 













































1959 actual 1960 authorized 1961 estimate 
Man- Cost Man- Cost Man- Cost 
years years years 
I sic nesdwiinionieptaenectneanineans 470 | $1, 749, 533 503 | $1, 874,091 565 | $2,143, 464 
i cas a cits nce mance dinweraueninainn 1,550 | 5,770,850 1,660 | 6, 181, 706 1, 863 7, 070, 232 
a ee 89 330, 999 88 329, 680 88 329, 680 
Physical examination (L.B.)...-.-.---.---- 4 13, 707 4 13, 389 4 15, 485 
Physical examination (examining station) - 89 333, 017 87 325, 280 99 375, 570 
INIT ai. <i oncinkan chicane ade eaubabame eel 60 224, 485 60 221, 680 54 205, 380 
Civilian work assignments.............--.- 6 20, 513 6 20, 513 5 18, 795 
Enlistment in the Ready Reserve......... 2 5, 773 2 5, 773 2 5, 773 
I aa net ens doduaniinenidy wstnlicinaetidiriniinn) 9 33, 682 10 36, 080 11 41, 268 
Initial process of Standby Reserve_.----.- 110 409, 700 112 416, 000 112 416, 000 
Categorizing Standby Reserve__.._....-..- 95 353, 380 149 555, 680 | 170 644, 000 
Removal from Standby Reserve----...---- 77 287, 211 98 364, 000 144 546, 000 
Answering inquiries. - --._- 2 siatiacnataee aia 856 3, 186, 822 906 3, 374, 526 918 3, 485, 035 
Beministrative time........<.ccecnsscccucss 1, 121 4,173,475 | 1,122 4, 176, 814 1, 173 4, 450, 548 
nN ee tate aba ee 4, 538 | 16,893, 147 4,807 | 17,895,212 | 5,208 | 19,747,230 
Less staff time and uncompensated man- | 
WOES. 2. oc cncncenccecesenccnessnncesccccalocuscecelwocceccesescs —258 | —962,412 —53 —200, 000 
_ —_ - —_—-] —— —-—|— = . 
TN ncikinbopackehesoesehweneeepaca 4,538 | 16,893,147 | 4,549 | 16,932,800 | 5,155 19, 547, 230 
| | | | 
Registering 
i, | 
1959 1960 1961 
setetietade ———— |——_——— | —_____—__ 
I aretha i tien qaisiensei chincdalenstpemiaientecemautsaee 1, 305, 622 1, 398, 576 1, 599, 600 
Man-years.. (eietvekbinesébrasmmanaens soasipas higtaepiiaigiiaiiaa dia 470 503 565 
Cost Fits sheath aalsan de dh edinddceeghendinraadubtinwhea lates $1, 749, 533 $1, 874, 091 $2, 143, 464 
Unit cost......--- cae = eastern d odie ciuaes duno Die Silastic eae $1. 34 $1. 34 $1. 34 


All male citizens of the United States (and alien males in the United States) 
who are over 18 years of age are required by law to register with the Selective 
Service System for possible military service. The registration is conducted 
by local board clerks who normally interview each registrant as part of the 
preparation of several forms, assign selective service numbers and prepare 
necessary file documents. The function also includes issuance of duplicate 
registration cards and cancellation of registration where necessary. 

Estimates of work units to be processed are based on census estimates of the 
number of men who will turn 18. These estimates are adjusted on the basis 
of actual numbers registered. 


Classification 
1959 1960 1961 
I i el 4, 243, 272 4, 545. 372 5, 198, 700 
NN ae sl a a os eee nice 3 1, 550 1, 660 1, 863 
ae eae ee $5, 770, 850 $6, 181, 706 $7, 070, 232 
IG 6. didinatindckmainhuegnththsdtienodnetuatitas teeta baad $1. 36 $1. 36 $1. 36 





Mr. Tuomas. This is your local board project 30, “Registration, 
classification, and induction.” It jumps from round figures $16,900,000 
to $19,500,000, an increase of about $214 million in your local boards. 





28 





NUMBER OF EMPLOYEES 


How many new employees? 

General Hersuey. It is more than that. It is nearer $2.2 million or 
$2.3 million. 

Colonel Iuirr. It is about $3.4 million. 

Mr. Tuomas. I meant for personal services. I beg your pardon. 

Colonel Inirr. Oh. 

Mr. THomas. How many new people will you have ? 

Colonel In1rr. This is 200 

Mr. Tuomas. You said 200 man-hours ? 

Colonel Iuirr. Man-years. 

Mr. Tuomas. That is about 225 actual positions ? 

Colonel Intrr. Yes. It would be about 600. 

Mr. Tuomas. Part-time and full-time ? 

Colonel In1rr. About 600 man-years. 

Mr. Tuomas. How many boards do you have, in round figures— 
3,858 ? 

Colonel Inirr. 4,000. 

Mr. THomas. How many employees at the board, in round figures? 

General Hersuey. 4,500. 

Colonel Iuirr. 5,200, including part-time. 

Mr. Tuomas. Full-time and part-time, this money will get you 600 
more. Where in the world are you going to put them?’ Do you have 
various hot spots, or what ? 

Colonel Itirr. In the first place, those boards that are on short 
hours will have to have their hours increased. This is one of our 
troubles. Over half the boards are on a part-time basis. 

Mr. Tuomas. In other words, the increase is less than 8 percent 
of your total. How are you going to handle it ? 

General Hersney. We have a great many States that have—— 

Mr. Tuomas. I see in your justification you ran a breakdown in 
the State of Georgia. 

General Hersury. We did the study down there. We should be 
doing more studies than we are. One of our problems has been to try 
to decide whether we had studies or paid some of the people that had. 

Mr. Tuomas. You have $214 million increase for 600 full-time and 
part-time. How do you break that 600 figure down ? 

Genera] Hersury. You mean by States? 

Mr. Tuomas. 200 full-time and 400 part-time? 

Colonel Inirr. It is hard to say just where the increase would come. 
Some of the part time will go probably to full time because that is 
what is needed. Additional part-time people might be added. 





TRAVEL EXPENSES 


Mr. Tuomas. You have $23,000 increase in selectee travel, and a 
total of $485,000 for administrative travel. This is about the only 
compensation the draft board members get for travel to and from 
their homes ? 

Colonel In1rr. Reimbursed travel. 

Mr. Tuomas. What does it amount to on an annual basis per board 
member ? 
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Colonel Inirr. Many do not draw it at all. 

Mr. Tuomas. A number of people in the cities do not want to be 
pothered with it, I guess. : 

Colonel Inirr. They are not entitled to it. It has to be intercity 
travel. I would say that less than 15 percent of our board members 
even apply for travel. 

Mr. Tuomas. That does not amount to much for each member, does 
it, Colonel Lliff? 

PENALTY MAIL 


What about penalty mail? You have been using round figures for 
2 years, which sort of excites us. It is $480,000. How much did you 
spend for penalty mail for the first 6 months of fiscal year 1960! 
Colonel In1rr. We spent half of that, sir. This has been under 
contract with the Post Office on accepted estimates to our workload. 
They get this money. We appropriate for that. They get that. 


TELEPHONE EXPENSES 


Mr. Tuomas. What is this other for? Why is there such an in- 
crease for telephone expenses? It jumps from $430,000 to $496,000? 

Colonel Itirr. That 1s telephones, sir. Those are your telephones 
back in the local boards and an increase in rates. 

Mr. Tuomas. Nothing but telephones? 

Colonel In1rr. That is right, sir. 

Mr. Tuomas. What about your telegraph services? 

Colonel In1rr. We had no increase for anything else. Ninety-five 
percent of that total is telephone. Five percent is for other. 

Mr. THomas. How much did you spend? You spent $420,000 for 
the first 6 months of this year? 

Colonel Iuirr. I have not got that figure, sir. 

Mr. Tuomas. Why do you need an additional $66,000 for that this 
coming year ? 

Colonel In1rr. We wanted to have some more telephones in local 
boards to increase our service. 

Mr. Tuomas. You want to put in more than one line here? 

General Hersuey. No. 

Colonel Inrrr. A lot of them took the telephones out. 

Mr. Toomas. Why? 

Colonel Itirr. A question of making room for the clerks. 

Mr. Tuomas. Either a question of having phones or clerks. 

Colonel Inirr. To save money. 

Mr. THomas. How many local draft boards throughout the United 
States do not have telephone service ? 

Colonel Itirr. I would say 300. 

Mr. Tuomas. 300 out of 4,000? 

General Hersney. I think you are low on that. Of course, it is 
alittle hard to judge. 

Mr. Tuomas. Do they have telephone service in the towns where—— 

General Hersury. All other Government agencies have telephones. 

Mr. Tuomas. You mean it is going to cost us $66,000 to install 
300 telephones? 

Colonel Inirr. Plus the rate increases. 
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Mr. Evins. Most of them are being housed in the Federal build- 
ings now, and they have telephone service installed in the Federal 
building, a lot of them just outside the office in the hall. 

Colonel In1rr. We have a lot of offices where there are no Federa] 
buildings outside of the post office. 

Mr. Tuomas. You are seeking a $66,000 increase and you have 300 
here yousay. Is that 300 figure low? 

Colonel In1rr. It probably is. 

General Hersuey. That is low, but I think more money will be 
absorbed in the advance of rates. 

There is still more money involved in rates than there are installa- 
tion of telephones. Is that right? 

Colonel Iurrr. That is right. 

General Hrersuey. Even if we did not install any telephones we 
would not have one. 

Mr. Jonas. Let me interrupt you. 

There is not only the installation charge but you have 12 months 
of service charge even if you don’t use any long distance. 

General Hersuey. And the rates increase all the time. 

Mr. THomas. And you are classified as a business phone. 

What is the rate generally on a business phone—$15 or $20 a month? 

Mr. Jonas. Not that much. 

Colonel Inrrr. They would probably not run that high. I would 
say $30,000 or $40,000 of that is for new telephones. 


EQUIPMENT 


Mr. Toomas. The equipment jumps from $19,000 to $180,000. What 
is the nature of the equipment ? 

Colonel I:1rr. The only equipment we have scheduled for this year 
are automobiles for local board visitation. 

Mr. THomas. What? 

Colonel In1rr. Automobiles for local board visitations which were 
given in the last appropriation. We are now at the point where we 
have to figure on file cases for the expanding files of local boards. 

When we got rid of our records about 5 years ago we held on to all 
the files that we were permitted to hold on to but now we are back 
in the file case business again. 

Mr. Tuomas. You want $160,000 more than you had last year for 
automobiles. Is this going to buy automobiles, file cases, or what ? 

Colonel Intrr. The automobile figure will be less than it was last 
year. 

Mr. Tuomas. How do you break down the $160,000 increase? 

Colonel Inirr. It will be mostly file cases and replacement of worn 
typewriters, and so forth. That is for local board offices. 

Mr. Tuomas. Can you give us a complete breakdown on it? Let 
us see. This is 09. I do not think you set it out here; do you? 

Colonel Inirr. We would like it out there but—— 

Mr. Tuomas. How many automobiles do you expect to buy ? 

Colonel Iuirr. Eight. 

General Hersney. Ten passenger cars. 

Colonel Itirr. Ten passenger cars last year. Eight this year. We 
are asking for eight next year 
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Mr. Tuomas. This cannot be too big an item. Your total cost is 
only $15,000; is that right ? 

Colonel Inrrr. That is right. 

Mr. Tuomas. You are going to buy eight. How many are you 

oing to trade in, eight more? 

Colonel Inurr. Eight; yes, sir. 

Mr. Tuomas. That will still give you 94 old ones, plus 8 new ones. 
That is 102, is it not? Are the automobiles stationed in State head- 
quarters ¢ 

Colonel Inirr. They are stationed in the State headquarters where 
they do not have motor pools; where GSA does not have motor pools. 

Mr. Tuomas. You should tell us something more about the $160,- 
000 increase for equipment. If it is not important enough to give us 
a good picture of it, we may not think you want it very badly. 

Colonel Iuirr. I will be glad to furnish you a breakdown. 

(The information referred to follows :) 


BREAKDOWN OF ESTIMATED REQUIREMENTS FOR HQUIPMENT IN LOCAL BOARDS 


2,000 5-drawer letter size file cases, to take care of the 3,000,000 new 
registrants to be registered in 1960 and 1961—this is based on a 


normal load of 300 cases: per drawer. 220 $130, 000 
200 typist’s desks to replace desks picked up on surplus in 1948 and 
ae eh eee as sh ha hd ce epee seb beehdsibee dn ge BEE 15, 000 
200 typist’s chairs to replace surplus chairs used to initially equip of- 
Serene, ai UO DON UD A a icici weep leneanaeeieenaeti 8, 000 
7 station wagons to replace 1951 models used for contact and sup- 
ae of local boards. (net. figures)... hs 12, 250 
Miscellaneous equipment for replacement of typewriters, chairs, desks, 
sali aianlaia CIA | OURAN am cencasphhs aemempcbhiipiieanbiginiedas 14, 750 
Ne a eeciebpmiaataneeteamanmaisaa aeemamannediotea 180, 000 


NatTionaL Apvisory COMMITTEE ON THE SELECTION OF PHYSICIANS, 
DENTISTS, AND ALLIED SPECIALISTS 


Mr. Tuomas. Mr. Reporter, put pages 66 and 67 in the record. 
(The pages referred to follow :) 


Prosect 40—-A.—Summary by objective classification 


| 
| 1959 actual | 1960 estimate | 1961 estimate 
01 Personal services..__- iditats ox $10, 984 $13, 050 $13, 027 
02 Travel. -- a ; re prin 4, 000 | 4, 000 | 4, 000 
03 Transportation of things : +i i 100 | 100 
04 Communication services: | 
Penalty mail__..-- ‘ taka seendabaoes | 100 150 150 
Other 335 400 400 
05 Rents and utility services_. Jaen Af on ede oe 
06 Printing and reproduction as a 7 ote ee 100 100 
07 Other contractual services oe ial 20 150 | 313 
08 Supplies and materials. , Lé iJeake 28 150 150 
09 Equipment 500 500 
11 Grants, subsidies, and contributions | 336 400 400 
15 Taxes and assessments ‘ ‘ > . j ‘ 
Total obligations ; Liakines kobe 15, 803 19, 000 19, 140 
| 
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The President, by Executive Order No. 10166, dated October 4, 1950, estap. 
lished the National Advisory Committee on the Selection of Physicians, Dentists, 
and Allied Specialists. This Committee is composed of eight members. There 
are also committees and committee chairmen in each State, the cities of New 
York, Los Angeles, and the District of Columbia, with advisory members of 
local committees in various counties and districts in each State. There ig g 
national office and 51 field offices. 

The induction of physicians, dentists, and allied specialists as special regis. 
trants was not required in 1958 and 1959, but the Armed Forces are filling their 
needs from rgeular registrants who are in these professions, which is permitted 
by special calls. 

The Department of Defense plans no special calls in 1960. The Executive 
order requires the Committee be kept intact though no provision was made for 
the expenses of the State committees. The additional amount requested for 
1961 reflected in “O7 Other contractual services” is to take care of the em- 
ployer’s share of the contribution to the health insurnce program for Federa] 
employees. 

Mr. Tuomas. This is the Advisory Committee for the Selection of 
Doctors and Dentists, which goes up $140. You pay for it and it is 
an independent agency sitting over at the White House. Is that cor- 
rect ¢ 

General Hersury. That is correct. 


NUMBER OF DOCTORS AND DENTISTS 


Mr. Tuomas. General, could you tell us about how many doctors we 
have? 

General Hersuey. You mean in the world? 

Mr. Tuomas. Yes. 

General Hersury. Within the ages that we deal with, that is, up 
to pretty nearly 60, we have about 150,000. I had looked this up, ‘and 
I think we have about 150,000 doctors who have registered with us 
and of course we register them up to 50, the end of 50, 10 years ago. 

Mr. Tuomas. How many are you turning out a year? 

General Hersuey. 7,000, approximately. 

Mr. Tuomas. How many M.D.’s and how many dentists, roughly? 

General Hersury. Well, 7,000 doctors is just about right. I am 
not sure, but I think we have somewhere around 40,000 or 50,000 
dentists of the age of 60 and under, and they would come out some- 
wheres about 2,000- plus, I believe. 

Mr. Tuomas. That is, a year? 

General Hersuery. A year; yes. 

Mr. Tuomas. And how many doctors did you say ? 

General Hersuey. 7,000. 

Mr. Tuomas. You mean you are turning out 7,000 a year? 

General Hersury. Graduating; yes. 

Mr. Tuomas. What is the M.D, population ? 

General Hersuey. Well, 150,000, 60 and under. 

Mr. Tuomas. Well, how many are going into the services every 
year ¢ 

General Hersuey. That varies. 

Mr. Tuomas. Can the budget officer give a more detailed account on 
this ? 

General Hersney. We can get it for you this year, but here you are 
getting me into something on the doctor business which this year is 
going to be a little different than any year we have been in. 
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Mr. Tuomas. How many are in the services now ? 

General Hersuey. I think there are a couple of thousand. Iam not 
sure of what their total is, but I think normally their intake is some- 
where between 2,000 and 4,000. Of course, it has been cut materially 
because during the Korean affair, you probably had almost twice as 
many doctors on active duty asnow. _ 

Mr. Tuomas. When you are supplying that information, show that 
in there, how many doctors, dentists, the population of doctors and 
dentists, how many graduating each year, how many the armed serv- 
ices take, how many of them go in by virtue of deferment and so forth 
@id so on, and what is the length of service of these young ones, 

(The information requested follows :) 


It is estimated that in the United States there are: 
NN nin sgrinig snap gelinbisn nee einai singe ead eee eeimndee ee ering pein das cies 240, 000 


Dentists..._.._.._._...---.- +. nnn ne ee enn nee nen sense 100, 000 


(Includes those with the Armed Forces overseas and those retired from active 
practice. ) ; s =f 
Number of physicians and dentists turned out in the United States each year: 

















| Physicians | Dentists i} | Physicians Dentists 
sg a ee | a ; | su 
| HI er aan 
ck oi dbsieneecis | 6, 977 Ae Tt Pt ivesenccaudondbad | 6, 851 3, 083 
Mee os. 6, 845 BON A eee na <4 6, 895 | () 


Sara 6, 796 3, 050 ] 
i 


INot available. 


Of the physicians who are graduating and completing internship and the 
dentists who are graduating, approximately one-third go into the Armed Forces 
each year. 


The source which furnished the following information said it was not for 
publication, but for the use of the committee: 


Approximately 10,300 physicians and 5,300 dentists are in the Armed Forces 
at this time. 

General Hersury. That is 2 years. They all go in voluntarily. 

Mr. Tuomas. Well, they have all been deferred to finish their edu- 
cation ? 

General Hersuey. That is right. They have all been deferred. 
Not only that, a year ago last spring when the residents were drag- 
ging their feet a little about signing up we ordered the doctors physi- 
cally examined. We got about 1,000 applications. 


SELECTION OF DOCTORS FOR SERVICE 


Mr. Tuomas. Has it reached a point where the older doctors on 
the draft board now send the younger ones in, or what is the situa- 
tion ¢ 

That is what the young ones are saying. 

General Hersury. Well, yes; that is true. The older ones are not 
going these days because that is what the so-called Berry plan was 
for. We tried to keep a boy under training as a resident for about 
4 years, until he would get qualified as a surgeon, or interne, or 
whatever it was, and then take him and use him, so that we would 
not have to take the older doctor. 


Mr. Tuomas. So you leave it up to the doctors to pick their own? 


. 


General Hersury. Well, generally, yes. 
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Mr. Tuomas. They make the recommendations to the local draft 
Board and the local draft board always accepts their recommenda- 
tion ¢ 

General Hrersuey. No; they do not. Not always. We do not fol- 
low their recommendations on osteopaths very well, because we do not 
take osteopaths and generally they recommend that we take them. 
That is a separate question. We have not been—we have not ‘been 
taking them for a long time. My policy is that if the Armed Forces 
cannot use him doing osteopathy, I will not let them use him for 
something else. 

Mr. Tuomas. Well, they can use the osteopaths all right, by statute? 

General Hersury. W ell, yes; they all do, by law, ‘but I have not 
seen any, yet. 


NATIONAL SELECTIVE SERVICE APPEAL BoarpD 


Mr. Tuomas. Next is the National Selective Service Appeal Board. 
Put pages 68 and 69 in the record. 
(The pages referred to follow :) 


Prosect 40—-B.—Summary by objective classification 





| 
| 1959 actual | 1960 esti- | 1961 esti- 
| mated mated 
SW —__—_— — | ————— | —__ = wunhabecil 
I oa eeenen mere REPOS Eero $42, 090 | $52, 050 | $52, 180 
ations debi = 2, 661 3, 500 | 3, 500 
03 Transportation of things._.........---- See | a3 | 190: 8. cneccommeneee 
04 Communication services: | { 
ids chintnnds hier Qeneeteuhenisquseaapnegeonn 500 650 | 650 
ras he nnieee alin eele ss jens EW acd 629 900 | 900 
05 Rents and utility services pi paniéaidvenan ober seas ; Raia ie Maas : ~acacibdainaiae 
06 Printing and reproduction...............-.......--. ‘ aati -| 100 }..... oe 
07 Other contractual services - ---- Lhatnmeneeete 71 | 100 756 
08 Supplies and materials____.----- a . ~s 72 400 | 2% 
Dr 5, hh Sw ecwdeedibwcdsesecses i 761 | 400 | 500 
11 Grants, subsidies, and contributions.__---_-__- ea 1, 900 2, 500 | 2, 500 
15 Taxes and assessments_......-... . sig Rs tte tea cinerea cnbiinct 227 300 300 
rt ao eenaaee pee be 48, 911 61, 000 61, 536 





The President, by Executive Order No. 9988, dated August 20, 1948, as 
amended, created and established the National Selective Service Appeal Board. 
This Board is composed of three members and has been delegated the power 
authorized the President to determine all claims or questions with respect to, 
inclusion for, or exemption or deferment from training and service under the 
Universal Military Training and Service Act, as amended, and its determination 
is final. 

An Appeal to the President (National Selective Service Appeal Board) may 
be taken by the Director of Selective Service; by a State director of selective 
service; or in cases of a decision by a State appeal board wherein one or more 
members dissented, appeal may be made to the President by the registrant, his 
employer, or his dependents. The National Board may take jurisdiction of any 
case upon its own motion. 

To accomplish the processing of appeals, it is estimated there will be needed 
in addition to the three board members, a total of five employees. Board mem- 
bers are ere on a when actually employed basis and paid at the salary 
rate of GS-15. It is estimated they will be employed 75 percent of the time. 

The request for fiscal year 1961 is for the same amount as that appropriated 
in fiscal year 1960, with the exception of the additional cost for the health 
insurance program. 
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JURISDICTION OF THE BOARD 


Mr. Tuomas. What is the jurisdiction of the Board? It was set 
up by Executive order; is that right ? 

General Hersuey. That is right. 

Mr. Tuomas. An appeal to the President may be taken by the Di- 
rector of Selective Service; by a State director of selective service; 
or in cases of a decision by a State appeal board wherein one or more 
members dissented. Can an individual apply direct to the Board or 
appeal direct to the Board ? 

eal Hersuey. No. He is not entitled to it, per se, because that 
is granting when he went to the appeals board in the State that he 
was unanimously classified then his first appeal lies with the director 
of the State and then to the National Director. Of course, he writes 
to the President and the President sends it over to the Appeal Board. 

Mr. Tuomas. To accomplish processing of appeal it is estimated 
there will be needed in addition to the three Board members, a total 
of five employees. 

We have gone into this before. 


WORK OF BOARD MEMBERS 


The Board members are employed on an when actually employed 
basis and paid at the salary rate of GS-15. It is estimated they will 
be employed 75 percent of the time. 

What about the three employees ? 

General Hersuey. Five. 

Mr. Tuomas. I mean the five employees? There is nothing for 
them to do; is there ? 

General Hrersney. Well—— 

Mr. Tuomas. Is there enough to do to keep two of them busy? 
This is your money. You pay for it. 

General Hersuey. Yes, it is my money, but it is not my work, and 
I do have the Board to live with. There have been times 

Mr. THomas. What can five secretarial people do? 

It must be very boring for five people to sit around over there and 
try to keep busy. 

on Hersuey. I do not think it is quite that simple. 

Colonel Omer, do you want to talk about what their load is and 
what they do when they get an appeal? You are familiar with their 
procedures and what they have. 





NUMBER OF APPEALS 


Mr. Tuomas. How many appeals did they have last year, the first 
6 months of this year? 

Colonel Omer. I could not tell you, sir. 

General Hersury. I could guess on that—somewhere between 75 
and 80 the first 6 months. They are running a little less than 200 
appeals a year. I might say that there are some courts in the 
United States that have less cases than that and have full-time judges. 

Mr. THomas. What kind of courts, State courts or Federal courts? 
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General Hersuey. I am talking about Federal courts. I do not 

vant to mention any names. 

Mr. Tuomas. I do not know any. I have been around Federal 
courts a long time. I do not want one of those judgeships. They 
work awfully hard. ‘ 

General Hersnry. We had one trying to move in our building. We 
look into them. The court was trying to come over there. They had 
less than 150 cases each. 

Mr. Tuomas. Appellate courts? 

General Hersury. They area special kind of court. 

Off the record. 

( Discussion off the record.) 

Mr. Tomas. Do you mean they look over the records? 

General Hersuey. Sure. Every one of these appeals. The whole 
file comes in here, if they are Jehovah. Of course, obviously the easy 
ones would not come in here. 

Mr. Tuomas. Does anybody take a look at it ? 

General Hersuey. I think they were over and talked to— 

Mr. Jonas. Would you permit me to ask a question, Mr. Chairman? 

Mr. Tuomas. Surely. 

Mr. Jonas. Actually, you just furnish some housekeeping facilities, 
You do not have any control over them. They are appeals from 
your—— 

Mr. THomas. System. 

Mr. Jonas. System. 

Mr. Tuomas. Set up by Executive order. 

Mr. Jonas. Is that not right ? 

General Hersury. The Executive order specifically says they shall 
be independent. The three Board members shall be independent. 
The three Board members shall be independent of the Director. The 
Director shall furnish them housing and adequate clerical help. 

Mr. Evins. The way to keep them independent is not to furnish 
them that; is it ? 

Mr. Jonas. They do not hesitate to reverse your Appeal Board; 
do they? 

General Hersuey. Oh, no. 

Mr. Jonas. In cases. 

General Hersury. No. They could not in conscience. They have 
to. I do not agree with them a great many times. After all they do 
not agree with me. This is the kind of a country to live in. I do not 
blame them for being independent of me. In the first place they 
should be and in the second place their Executive order says they are. 

Mr. Tuomas. You have no connection with them. You just per- 
form the same service that the General Services Administration per- 
forms for you and the other agencies. 

General Hersuey. Yes; except these men are appointed directly by 
the President of the United States and if they are accountable to any- 
body they are accountable to him because there is nobody else to be 
accountable to. a 

Mr. Evrys. How many times did they reverse your decisions last 
vear, General ? ; 
~ General Hersuey. I make no decisions in classification. 

Mr. Evins. The national headquarters? 
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General Hersuey. The national headquarters does not. What they 
overturn are the appeal boards in the States, because I have no classi- 
fication authority. 

Now, there may be ways to exercise some, but I do not want to get 
into that. Legally, I have not. 

Mr. Jonas. May I get in one word ? 

I would not want you to assume from what has been said here that 
we advocate creating a new bureau for this Presidential Appeal 
Board because it happens to have a Budget Director and three or 
four Administrative Assistants and about a dozen additional em- 
ployees. Am I right, Mr. Chairman ? 

Mr. Tomas. Yes. 

Mr. Jonas. That has been our experience with most of them. 

General Hersuey. I am sure that each member of the Board sees 
personally every case that he votes on and they, of course, have to be 
briefed. 

Mr. Tomas. It is a matter of great importance. If you do not 
have good people, substantial people, there will be a problem. They 
have to be taken good care of in a fashion that they certainly ought 
to be taken care of. So I suppose there is nothing you can do about it. 

If a man is entitled to an appeal under the law he has to have 
some uals there to do it and do it mght. 

Mr. Evrns. In our system we believe in that. 

Mr. THomas. Yes. 

Mr. Jonas. Could they not get along with one clerk each? Do they 
have to have two? 

General Hersury. They do not work it that way. They have one 
lawyer that is there. I do not think they call him the executive 
director. He is the fellow that is there all the time. They have one, 
a girl, that is a secretary. 

They have one boy that is what you call a docket clerk or file clerk. 

Mr. Tuomas. Where are they housed 

General Hersney. They are with us, the three members; my office 
is there and they are the next three offices, the Board members. They 
are not there but they have offices there because obviously they are 
entitled to some sort of office. 

They do not have probably too dignified a place to hold their hear- 
ings as far as they hold any. They deal of course with papers. Still 
they are beset by all sorts of associations and other folks that come 
to them because after all they have to decide the things in the name 

of the President and they cannot deny people a chance to come and 
talk to them. 

Mr. Jonas. Off the record. 

(Discussion off the record.) 


PHASING OUT OF SERVICES 


Mr. Evrns. General, we think you are a great administrator, and 
have a fine shop. We talked about this last year and the year before, 
about this phasing out. You say England is phasing out, we are 
phasing out, yet each year you have this increase. There is no phasing 
out in this country. 

What was the major, or the maximum highest budget at the time 
of your peak operations, if you have it, in round figures ? 
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General Hersuey. During the war? 

Mr. Evins. Yes. 

General Hersey. I suppose § $70 million. That is a guess. I am 
sure, though, it is above $60 million. That, of course, didn’t include 
any of the costs for any of the military personnel I had. Of course, 
that lowered it down a bit. The Army and Navy and Air Force paid 
them. We did not pay them anything during the war. 

Mr. Evrns. It looks as though we are at odds with ourselves. We 
are increasing the budget but phasing out the services. 

General Hersury. U nfortunately, you are not phasing out. Maybe 
you should. I will not argue the philosophy. In the first place, I am 
in favor of this increase, because they have passed laws that ms de the 

same amount of service a great deal more expensive, due to such 
things as retirement, et cetera. Another thing is, my house is 10 years 
older than what it was 10 years ago and I pay two and a half times 
the tax I did on that house before. I know the house is not worth as 
much as it was 10 years ago, and I am not living as high as I was 10 
years ago, yet the expenses are going higher. 

Now, our Department is performing certain things which in another 
country would be performed by someone else with other means. 

For instance, we are using the so-called volunteer system to make 
people become engineers, keep them working where there are Govern- 
ment contracts after they get to be engineers, or make them be scien- 
tists. We make, say, a fellow become a doctor of medicine and then 
make a fellow practice here instead of here. They are trying to use 
us as a means of trying to govern your manpower, whie ‘h was not what 
we were set up for initially. That is what we find ourselves doing. 

Mr. THomas. Any more questions from the members ? 


LOCAL BOARDS 


Mr. Jonas. General, I think you ought to let the record show 
how many local boards are opened less than full time. I mean, you 
talk a lot about it in here, but we do not have the exact figures, and if 
you can put this in, how many do not have telephones / 

General Hersney. Yes. 

Mr. Jonas. How many do not have local telephone service and how 
many boards are served with one set of clerks. 

General Hersuey. That is the situation where the girls are working 
two or three places? 

Mr. Jonas. Yes; I am trying to let you make a record here to show 
what I understand that the situation has come to be out in the country, 
and also any other information along that line that you think will ex- 
plain the problem in the local board areas which you can include with- 
out my asking any specific question about it. I think we ought either 
to close down the Selective Service System or we ought to give these 
local board members who are contributing their time enough clerical 
help to run their offices. 

(The information requested is as follows :) 


Of the 3,998 local boards, 1,543 or 39 percent are open part time. Of the 3,998 
local boards, 531 or 13 percent do not have telephone service. 

One hundred and twenty-two local board clerks each serve two boards on an 
itinerant basis. Six local board clerks each serve three boards on an itinerant 
basis. Which means that 262 local boards are served by 128 clerks. 
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Mr. Botanp. Is this really a serious situation? For example, in the 
post offices in Springfield, Mass., let’s say, where there are six boards 
and only two telephones? Maybe two telephones are sufficient. 

General Hersuey. Yes. Iam not worrying about them, but the one 
in Angola, which is only open 2 days a week and does not have e any 
telephone and the girl is over at La Grange for a couple of days a week, 
and then 1 day a week stays at home. For a small town like Angola, 
that is the way we do business. 

Mr. Jonas. I know in my own hometown, which is a small town, 
frequently I call the local board office to get some information for a 
registrant, or for the parent of the registrant who is sitting in my 
office, and the local board office is not open and I find out later that 
the girl is on furlough and just working 3 days a week. 

General Hersuey. Of course, that is another thing. 

Mr. Bouanp. If the office worked 6 days, maybe she would not 
have anything to do with the other 3 days. 

General Hersey. Of course, we are entitled to pay for only so 
many days a year and there is not much you can do when you only have 
one clerk in a local board. Then you either have to close the board 
or try to send somebody from somewhere to take her place. 

Where you have a multiple board situation like you have in Spring- 
field, you can still have two of the girls away and have somebody 
left. That is not true in Angola. In the first ‘place, she is not there 
3 days a week, and if she is going to take any leave she either has 
to take the leave off of La Grange | or Angola, and there is nobody in 
State headquarters that can spare anybody else out of State head- 
quarters. 

For one thing, they have to use their auditor as a local board clerk 
while the local board clerk takes leave, if they have any. If you 
do not have them, when they resign you do not have enough money 
to pay their accumulated leave. 

Mr. Tomas. Are there any further questions, gentlemen? 

General, we think you do a fine job and we are inclined to give you 
money, but I do not know how much we are going to give you. 

General Hersuey. Thank you very much. ‘We would like to live, 
and continue to have your affection, but if we starve to death, we do 
not know whether you would like us after we get emaciated. 

Mr. Tuomas. We wish you a lot of good luck. Thank you for 
coming back to see us. 





40 





ALBERT J. ROBERTSON, CHAIRMAN OF THE BOARD 


IRA DIXON, MEMBER OF THE BOARD 


WILLIAM J. HALLAHAN, MEMBER OF THE BOARD 


ROBERT POLLARD, COUNSEL 


JANUARY 18, 1960, 
FEDERAL HOME LOAN BANK BOARD 


WITNESSES 


WILLIAM H. HUSBAND, GENERAL MANAGER, FEDERAL SAVINGS 


AND LOAN INSURANCE CORPORATION 


JOHN M. WYMAN, DIRECTOR, DIVISION OF SUPERVISION 
VERNE C. BONESTEEL, DIRECTOR, DIVISION OF EXAMINATION 
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ADMINISTRATIVE EXPENSES 


Program and financing—Administrative expenses 


1959 actual 





Program by activities: 
1. Examination and supervision of Federal home loan 


1960 estimate 


$222, 132 
393, 397 


1961 estimate 


112, 902 | 


678, 460 
393, 109 
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1, 800, 000 | 


1960 estimate | 
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$242,014 
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banks . $26, 117 
2. Supervision of Federal and State-chartered institutions 349, 675 | 
3. Chartering savings and loan associations 97, 200 | 
5. Executive direction and staff services x 7 611,811 
6. Administrative services. --_.._-- 3 = ial ; 361, 028 
Total accrued administrative expenses i die 1, 625, 831 
Financing 
Unobligated balance no longer available hate ch . ‘ 73, 169 
Limitation - a Sere ators ae sane 1, 699, 000 
Object classification— Administrative expenses 
1959 actual 
Total number of permanent positions 186 
Average number of all employees 172 
Number of employees at end of year- --_- na 18] 
Average GS grade and salary. ..-...----- : 8.4 $7,035 
01 Personal services: 
Permanent positions $1, 301, 030 
Other personal services : ; 15, 132 
Total personal services 1, 316, 162 
Deduct portion not chargeable to limitation 23, 278 
Net personal services - - - 1, 292, 884 
02 Travel_. . . 44,150 
03 Transportation of things 374 
04 Communication services ‘ 33, 223 
05 Rents and util.ty services__- 99, 706 
06 Printing and reproduction _- 4, 605 
07 Other contractual services 7,776 
Services performed by other agencies 8, 898 
08 Supplies and materials 28, 039 
09 Equipment. 23, 182 
11 Grants, subsidies, and contributions 81,614 
13 Refunds, awards, and indemnities- 
15 Taxes and assessments_- 390 
Total accrued administrative expenses _-__- ; 1, 625, 831 
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NONADMINISTRATIVE EXPENSES 


Program and financing—Examination expenses 





1959 actual | 1960 estimate | 1961 estimate 


i sis fase | basane 2 
es 


Program by activities: 
4. Examining savings and loan associations. -..........._- | $6, 141, 580 7, 412, 614 $8, 208, 025 


























5. Executive direction and staff services__._............._- 245, 514 | 287, 386 | 328; 975 
Total accrued nonadministrative expenses__......._- 6, 387, 094 P 7, 700, 000 8, 537, 000 
Financing: : 
Unobligated balance no longer available_..............._- 356, 406 rs a hokdeiniee eee pale ti te 
hana | hbase thy hebben 
Saosin scans inintondehocsdaabeae | 6,743, 500 | 7, 700, 000. 8, 537, 000 
} 
= _ | ———$__—___— 
Object classification—Examination expenses 
aaa —_— = } ss 
1959 actual | 1960 estimate | 1961 estimate 
Total number of permanent positions_.............--.--.-....| 701 | 766 832 
Average number of all employees. __--...---..---.-----.-- 668 738 810 
Number of employees at end of year_........-.-...-.-.--- sow 674 766 (832 
Average GS grade and salary. ...-.--- eore--------2--------] 8.8 $5,312 | 9.1 $6,521 | 9.5 “$6, 798 
| ene . = . f= — 
01 Personal services: 
Permanent positions eeedenabansiscncescss| “Gijgeeeee! SOs $5, 547, 615 
OGaE PORIIIINL BIE TION « Fao vice tse ie pene<benn 59, 625 | 38, 248 | 56, 410 
~ —_ - — | ———__—— —_ 
‘Datel: pareenas cerwhees os < nnnk nr cscckoennce 4, 284, 505 | 4, 932, 440 5, 604, 025 
Deduct portion not che argeable to limitation..-...--__- 92, 414 | atl wach 
ee {-_— —— }— ees = 
Ee a 4,192,091 | 4, 932, 440 5, 604, 025 
02 Travel. ; 1, 520, 630 1, 997, 000 | 2, 027, 600 
@ Transportation of things.....................- vn 4,495 | 5, 000 5, 000 
04 Communication services...._- | 97,052 | 100, 825 103, 700 
05 Rents and utility services................-- | 72, 606 | 82, 550 97, 100 
06 Printing and reproduction._........ | 12, 457 | 12, 400 12, 500 
07 Other contractual ser vices ue | 16, 431 20, 155 68, 000 
Federal Home Loan Bank Board services_- 162, 583 | 180, 000 207, 500 
Services performed by other agencies _....--- . | 297 | 750 600 
p> meinen aie tee... 0 obo oe ieee ccc | 22, 506 | 25, 050 27,175 
08 Equipment “ ; ; sion 18,051 | 23, 430 19, 000 
ll Grants, subsidies, and contributions. _-_- ecclienaias oe 267, 820 318, 600 362, 000 
13 Refunds, awards, and indemnities___-__- podee ns reeees [one ne-wases | 1, 500 2, 500 
15 Taxes and assessments__-- 75 300 300 
Total accrued nonadministrative expenses___...._- 6, 387, 094 | 7, 700, 000 8, 537, 000 
| 


Mr. Tromas. Gentlemen, will the committee please come to order. 

We have the pleasure of having with us this afternoon the Federal 
Home Loan Bank Board, its Chairman, Board members and staff. 

It is certainly nice to have Chairman Robertson with us. Board 
Member Dixon, certainly is “up and going.” You become more hand- 
some each year, Judge. 

Mr. Drxon. Thank you. 

Mr. Tuomas. Young Hallahan over there has always been hand- 
some. Where is Mr. Smith ? 

Mr. Rosertson. He is sick. 

Mr. Tuomas. That is too bad. Mr. Smith is assistant to the Board. 
Where is Judge Creighton ¢ 

Mr. Rosertrson. He is sick, too. 

Mr. Tuomas. All right, Dr. Husband is not sick. He is here with 
us. Itis nice tosee you, Doctor. 

Mr. Hussanp. Thank you. 

Mr. Tuomas. We have Mr. Wyman here, Director of the Division 
of Supervisor, and Mr. Bonesteel is an old timer with us. It is nice 
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to see both of you. We have here a very efficient and able budget 
officer, Mr. Corcoran. 

Mr. Corcoran. Thank you, sir. 

Mr. Tuomas. Where is Mr. Pollard? 

Mr. Potxarp. Right here, sir. 

Mr. Tuomas. It is nice to see you, Judge. Do not sit over.there, 
Come around over here with us. You know we always like these 
lawyers to be with us. 

Do you gentlemen have a statement for us ? 

Mr. Ropertson. We have a short statement which perhaps I might 
run through. 

GENERAL STATEMENT 


Mr. Chairman and Members of the committee, my associates and I 
appreciate the opportunity of appearing before this committee to dis- 
cuss with you the savings and loan business, and the 1961 budget esti- 
mates of the Federal Home Loan Bank Bo: ird, including the Federal 
Savings and Loan Insurance Corporation. 

This statement summarizes the activities in the sav ings and loan 
business in fiscal 1959 and the prospects of the business, as we see them, 
in both the current fiscal year and fiscal 1961. 

It also discusses the financial requirements of the Board for fiscal 
1961. Justification of the need underlying these requirements is out- 
lined in detail in the submission already furnished the committee. 

During fiscal 1959, the savings and loan business continued to ex- 
pand. All of its activities reached new peaks as indicated by the fol- 
lowing statistics: 

Memberships in the Federal Home Loan Bank System increased by 
59 during the year, reaching 4,593 at. June 30, 1959. 

In the same period, assets of the membership increased to $58.3 
billion, a gain of over 16 percent. 

Mortgage loans made by members savings and loan associations 
in fiscal 1959 aggregated $14.3 billion. This volume, which estab- 
lished a new record, reflected an increase of 38.5 percent over fiscal 
1958 and 35.5 percent over the previous record established in 1956. 
That, Mr. Chairman, reflects the need for increased activities here in 
the Home Loan Bank Board. 

Of the total loans made, 43 percent was for home purchase, 34 per- 
cent for construction, and 23 } percent for other purposes, such as re- 
conditioning, home improvements, refinancing, et cetera. 

Mr. Tuomas. 43 percent—that is a pretty high figure, is it not? 

Mr. Rosertson. That includes, of course, refinancing. It is not 
broken down, but refinancing makes up a big part of it. 

Mr. Tuomas. That is a big part of FHA’s business, too. It took 
around a third of their business. 

Mr. Rosertson. Such loans made by savings and loan associations 
represented 39 percent of the Nation's home financi ing activities. 

In the face of increasing competition for the savings dollar, the 
gross flow of savings into member associations during fiscal 1959 in- 
creased by 15.8 percent to $19.8 billion. Withdrawals amounted to 
$13.4 billion, leaving a net inflow of $6.4 billion. This latter figure 
broke by 21 percent the all-time high record established the previous 
year. 
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The volume of earnings, new savings, and reserves, in member asso- 
ciations also reflected substantial increases during fiscal 1959. 

Increases were also reflected in the activities of the 11 Federal home 
loan banks. Assets increased by 12.7 percent during fiscal 1959, 
reaching $2.7 billion; capital stock, held by members only, increased 
by 12.9 percent to $844.4 million; total capital and surplus increased 
by 12.9 percent, reaching $913.3 million, and legal reserves increased 
by 14.7 percent to $40.4 million. 

Net income of the 11 banks increased to $25.8 million, a gain of 
almost 21 percent. Loans or advances to members aggregated $1.6 
billion, an increase of nearly 29 percent over the peak figure estab- 
lished in fiscal 1958. 

Mr. Tuomas. What is the average rate they charge the various 
banks ¢ 

Mr. Roperrson. Presently there are only two rates. They are 
about half and half between 5 and 514 percent. 

Mr. Tuomas. It varies in localities ? 

Mr. Roserrson. I can give it to you precisely. Five of the banks 
are at 5 and six are at 514 percent. 

Mr. Tuomas. That is the figure at which they make their loans 
to the member institutions ¢ 

Mr. Ropertson. That is right. 

Mr. Tuomas. What do the member institutions get in return for 
that money ¢ 

Mr. Roserrson. Of course, not all of them are borrowing. Less 
than half of the associations are borrowing money. 

Mr. Tuomas. You mean less than half borrow, even short-term bor- 
rowing ? 

Mr. Rozertson. That is right. I think I can give you the exact 
figure. 

Mr. Tuomas. Well, of those that borrow, what do they have to get 
in return ¢ 

Mr. Ropertrson. I think the bulk of the loans would be between 
6and 7 percent. 

Mr. Tuomas. Can they operate on a 2-point spread ? 

Mr. Rowerrson. They should be able to operate on a 2-point spread. 

Mr. Dixon. Easily. 

Mr. Tuomas. We are getting into big money. Thank you. Go 
ahead. 

Mr. Ropertson. May I go back and verify the figure I gave? At 
the end of the year there were 2,439 institutions borrowing. That is 
just about half. : 

Mr. Tuomas. Yes. 

Mr. Rosertson. And, of course, some of them borrow relatively 
small amounts, so the borrowing rate does not necessarily affect their 
overall lending rate. 

_Mr. Tuomas. Does it not indicate the strongness of the associa- 
tion? It takes some progressive organization that can go out and 
borrow a lot of money and then make money. Maybe one that is con- 
servative on borrowing does not make so much. I mean the rela- 
tionship does not necessarily tell the whole tale. I mean the bor- 
rowing. 

Mr. Rozerrson. Yes; that is right. 
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Repayments totaled $1 billion, a decrease of 39 percent from the 
previous year. Loans outstanding as of June 30, 1959, increased by 
over 65 percent to a peak figure of $1.5 billion. 

Offerings to the public of consolidated obligations of the 11 banks 
during the year aggregated $1.1 billion, an increase of 8 percent over 
fiscal 1958. The amount outstanding at June 30, 1959, was $992.4 
million, an increase over the previous year of 117.6 percent. 

Federal Savings and Loan Insurance Corporation membership in- 
creased by 104 during fiscal 1959, reaching 3,936. During the same 
period members’ combined assets increased by 17.2 percent to $55.8 
billion. Their reserves and undivided profits increased b, 16.3 per- 
cent to $3.8 billion. 

The assets of the Corporation increased during fiscal 1959 by 5.8 
percent, reaching $323.7 million. 

Its reserves for insurance losses during the same period increased 
by 15.5 percent to $ wate million. Its insurance liability increased 
by 16.1 percent to $48.3 billion, at June 30, 1959. There were no 
insurances losses in fiscal 1959. 

There continues to be increasing need for long-term investment 
capital. The savings and loan business recognizes this need for a 
greater flow of savings and is encouraging the practice of thrift by 
supporting programs that encourage thrift and promote increased 
savings. 

Our budget assumptions for both the current fiscal year and for 
fiscal 1961 indicate a continuing upward trend in total assets, mort- 
gage loans, net savings, and reserves and undivided profits in the 
member associations of the Federal Home Loan Bank System. The 
growth is expected to be at approximately the same rate as it was in 
fiscal 1959. 

The agency’s 1961 budget estimates are submitted as business type 
budgets in meas parts, consisting of : 








Unit | Positions Estimate 
—— ~ --—— ---- ——-- —- ~| — 
Board and staff offices ak . ninesaiiatieeied 231 | $2, 075, 000 
Division -f Examinations ‘ 832 | 8, 537, 000 
Federal Savings and Loan Insurance Corporation ___.....-- benscumeues 94 | 800, 000 
accel tiakk tens attend wmcvienbcwenantewe ac akdibicire : 1, 157 11, 412, 000 





The estimates are based on the need for bringing all operations into 
a current status, and maintaining such status, and on the assumption 
that there will be no basic change in economic conditions during the 
budget year. 

The estimate provides for an increase in overall employment over 
the current fiscal year of 96 positions, 66 of which are in the Division 
of Examinations. Provision is also made for an increase in funds 
of $1,137,000, of which $837,000 is in the Division of Examinations. 

The increases are justified in detail in our submission. They re- 
flect the expansion of the industry, which affects all departments of 
the agency, and is especially noticeable in the growth in examining, 
supervisory, and regulatory activities of the Board. 

Thank you, gentlemen, for the opportunity of making this state- 
ment, and my associates and I shall be pleased to answer any questions 
you may wish to ask. 
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Mr. Tuomas. That was a nice statement and we have enjoyed it 
very much. There is certainly ample basis for the committee com- 
mending the Board and its staff for a fine job. You get better with 
age. 
TYPE OF ORGANIZATION 


Now I notice each year, Mr. Chairman, some member of the Board 
winds up this data with the same or similar thought, that is, that these 
facts and figures in our prediction are based upon the assumption 
that there will be no change in the economy. Would you call the 
Federal Home Loan Bank Board a good-times organization or a 
bad-times organization ¢ 

In Houston, take the Farm Credit Administration, in hard times 
there might be 700 employ ees down there, but if you go there now 


there would only be 50, 75, or 100. In other words, in hard times 
the activities increase. 


Mr. Ropertson. Ours would be the opposite. 

Mr. Tuomas. Spell that out. 

Mr. Ropserrson. Well, the greater the business activity, the more 
people are employed and the greater the wages. More houses will be 
built, and the more home financing will be ‘required. If it were the 
reverse, our operations would be affected accordingly. 

Mr. Tuomas. Of course, the assumption is m: ade that all of your 
loans are going to be on a sound basis; there are not going to be any 
foreclosures, and so forth and so on. The first statement is based 
upon an ascending market where everybody is happy and people are 
working and making payments and building homes and so forth. 
After the reverse happens, when people get thrown out of work they 
cannot make the payments and naturally you are going to have to fore- 
close. 

Mr. Rosertson. Well, I think if things got that bad, our super- 
vising and examining problems would, of course, increase. 


Mr. Tuomas. But still your headaches would not multiply in pro- 
portion to some other agencies ¢ 


Mr. Roperrson. No. 

Mr. Tuomas. Of course, if a man buys a house and gets an equity 
of 3 or 4 years in it, he has a pretty substantial equity. What is the 
basis, a 15-, 18-, or 20-year loan ? 


Mr. Rosertson. I should think the average would be around 20, 
probably. 


Mr. Tuomas. I believe that was the statement you made last vear. 
CLASSIFICATION OF EXPENSES 


What difference do you make, from an accounting point of view, as 
to the administrative and nonadministrative items of expense ? 

Mr. Roperrson. I think I can explain that. When we have a 
special situation, for instance, a supervisory problem, or in some cases 
where we have to take over an association, or anything of that sort, 
that expense is nonadministrative. 

If we had to move in on an association in the field, that would be 
nonadministrative. 

Mr. Tuomas. What is the source of your funds, and divide that 
source down between administrative and nonadministrative? I am 
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not sure I am consistent, and I am not sure that your justifications are 
consistent. 

Mr. Rosertson. I can answer the first part. Our funds all come 
from the industry, that is from the district banks and from examina- 
tion fees. 

Mr. Tuomas. All right, that gives us two sources, from the banks 
and from the member institutions ? 

Mr. Rosertson. That is right. 

Mr. Tuomas. All right. How do you class your fees, earnings or 
income from the 12 member banks? 

Mr. Corcoran. The banks’ income does not enter our budget at all, 
Mr. Chairman, the income of the banks. It belongs to them separate 
and apart. We assess the banks a part of our expenses 

Mr. THomas. What do you call that part of the assessment ? 

Mr. Corcoran. Administrative expenses. 

Mr. THomas. Why? It is as much in the field as a local institution 
is. 

Mr. Corcoran. Well, we do not make the distinction that what is 
in the field is nonadministrative expenses. We consider administra- 
tive expenses as something entirely controllable by the Board. 

The reason for this is we are sure of controlling what the expenses 
will be, which is not true of the nonadministrative expenses. 

Mr. Tuomas. All right, you allocate, expenses of the Board, 48 
percent to the banks and 12 percent to the examining division and 
about 40 percent to the insurance fund. Now, what is the part you 
get from the banks, administrative or nonadministrative 

Mr. Corcoran. It is all administrative expense. 

Mr. Tuomas. Even though it comes from the field ? 

Mr. Corcoran. That is right; even though it comes from the field. 


BANK SYSTEM MEMBERSHIP 


Mr. Jonas. Mr. Chairman, before you go into the justification, may 
I ask a general question or two? 

Mr. Tuomas. Yes. 

Mr. Jonas. You say the membership in the System increased by 59 
during the year. Do: you mean that there were that many new associa- 
tions organized ? 

Mr. Corcoran. That is net increase in memberships. 

Mr. Jonas. What percentage of the total building and loan associa- 
tions in the United States are members ? 

Mr. Ropertson. There are total associations of about 6,200 and a 
membership of 4,600 or thereabouts. 

Mr. Jonas. Is every association eligible for membership? 

Mr. Dixon. If they meet the requirements, but some cannot. meet 
the requirements. 

Mr. Jonas. What are the requirements? 


Mr. Yares. If I may interrupt, I think that is a misleading answer. 
Even though they are eligible for membership, it does not mean they 


can get in. 
Mr. Dixon. I do not know what you mean by “eligible”. 
Mr. Yares. Well, the question was eligible for membership. 
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Mr. Dixon. Well, qualifying as to the need for an additional in- 
sured facility is one of the factors of eligibility, in my judgment. 

Mr. Yares. Yes. You mean the need in a particular locality; do 
you not? 

Mr. Drxon. Yes. 

Mr. Yates. That is right. Soeven though they may apply for mem- 
bership and may have every other qualification, the very important 
question is whether or not there are already existing institutions in 
the area in which they propose to serve. This determines their 
eligibility. 

Mr. Dixon. That. is one of the factors, 

Mr. Rosertson. In numbers about 75 percent are insured. 

Mr. Jonas. Not all of your members are insured ? 

Mr. Hatianan. That 75 percent was the percentage between exist- 
ing associations and members of the bank. The existing percentage 
relationship between all associations and insured members is about 
two-thirds, about 66 percent. 


REGIONAL BANKS 


Mr. Jonas. I notice the member banks, the 11 banks, increased their 
net income last year to $25 million, approximately. Is that paid out 
in dividends, part of that, to the member banks? 

Mr. Ropertrson. Yes. 

Mr. Jonas. They participate in whatever dividends are declared ? 

Mr. Roserrson. Twenty percent is set aside as a statutory reserve. 

Mr. Jonas. And the rest of it is retained ¢ 

Mr. Roserrson. Yes; after dividends. 

Mr. Jonas. I was interested in one sentence of your statement, at the 
bottom of page 2: 


Repayments totaled $1 billion, a decrease of 39 percent from the previous year. 


Why would you have the situation of repayments declining? 

Mr. Roserrson. The net result was that they owed more money at the 
end of the year than they did at the beginning. 

Mr. Jonas. In other words, they were using more money at their 
business ? 

Mr. Rosertrson. That is right. 

Mr. Corcoran. If you look at page 19 you will find last year (1958) 
the loans were $1,258 million and repayments were $1,400 million. 

This year it was $1.6 billion and the repayments were $1 billion, 
approximately. 

Mr. Jonas. The more local loans that are made the less the repay- 
ments will be? 

Mr. Rosertson. That is right. 

Mr. Corcoran. That isright. It is just that they borrowed more and 
paid back less. 

MONEY MARKET 
Mr. Tromas. What is the prospect or the outlook, say, for the next 


6 months on the money situation? Is it going to loosen up, get tighter, 
or remain about as it is right now ¢ 


51632—60 4 








48 


Mr. Rosertson. If I were going to guess, I should say it would 
remain about as it is now. 

Mr. Tuomas. What is the outlook for, say, 12 months? 

Mr. Rosertson. Well, I should be inclined to say the same thing, 

Mr. Tuomas. Well, is this money going to stay ‘tight ? / 

Mr. Rosertson. I think it will stay tight as long as business activity 
is as great as it is and the demand for credit is as great as it is. 

Mr. Tuomas. You have had a demand for credit in years gone by, 
but you did not have this high interest rate. 

Mr. Rosertson. Oh, we have had high interest rates in the past. 

Mr. Tuomas. Yes; you have had a high interest rate and you have 
had it cheap and you ‘iit ave had it medium. Do you see any signs on the 
horizon that m: aybe a high interest rate might be causing some unem- 
ployment to show oe here or there? Do you see any of those things? 

Mr. Rosertson. I do not, but I am not in a position to observe that 
possible aspect. 

Mr. Tuomas. Well, does not the Board have offices all over the 
country? You are about as close to the financial picture and certainly 
as close to the people as anybody ; are you not / 

Mr. Rozertson. I do not believe that there is any indication that this 
is causing unemployment at this time. 

Mr. Tuomas. As of this date there is no harm in sight ? 

Mr. Ropertson. As of this date I would not think so. 


HOUSING STARTS 


Mr. Yates. The trend is toward more building starts. Have they 
had the starts they have had in previous years ? 

Mr. Drxon. I do not think it will be more than the previous year, 

Mr. Tuomas. What is your estimate for calendar year 1959 on 
starts. Has that figure been completed ? 

Mr. Ropertson. 1959 or 1960 4 

Mr. Tuomas. 1959. Has the figure been published yet? 

Mr. Ropertson. Yes. 

Mr. Tuomas. What was it? 

Mr. Rosertson. 1,340,000 private and 35 public, a total of 1,375,000. 

Mr. THomas. You mean new starts last year ¢ 

Mr. Ropertson. Yes. 

Mr. Tuomas. 1,875,000. That was a couple of hundred thousand 
more than anybody anticipated, or 150,000. Can you break it down 
between public and private ? 

Mr. Ropsertson. 1,540,000 private and 35 public. 

Mr. Tuomas. That is pretty good. What is the estimate for eal- 
endar year 1960 ? 

Mr. Rorerrson. We estimate 1,200,000 private and 35,000 public. 

Mr. Tuomas. You mean it will be a little less in 1960 than what 
it was last year ? 

Mr. Rozertson. Yes. 

Mr. Tomas. Well, because of the formation of new families 
and the youngsters of the generation from the Second War coming 
into being, sociologists and other people anticipated 2 or 3 years ago 
that 1960 and 1961 would see the beginning of a tremendous housing 
boom of around 1.3 million to 1.4 million new housing starts for 
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period of 6 to 7 years. Is that prediction going by the boards because 
of high interest rates? Or what? 

Mr. Ronertson. I think the high cost of money will have some 
effect and I think the higher cost of housing is also going to have some 
effect. The house will cost more than it used to. 

Mr. Tromas. Yes. Materials and other costs have increased, as 
well as interest rates—everything has gone up—labor, materials, and 
interest. 

Mr. Jonas. Will you yield, Mr. Chairman ? 

Mr. Tuomas. Yes. 

Mr. Jonas. Is there not something more than high interest involved 
here? I find people do not. worry too much about the interest if they 

can just get the money, but money even at higher interest rates is 
sometimes hard to get ; is that not true ? 

Mr. YATEs. They cannot get money today. 

Mr. Tuomas. The interest rate is high. 

Mr. Yares. Even with the high interest they cannot get the money. 

Mr. Roserrson. I think the marginal borrower might have diffi- 
culty getting money, but I think, generally speaking, that there is 
money available for good housing. 

Mr. Tuomas. Well, I do not know, this high interest rate can get 
you an argument on either side of the fence. We can get an argument 
at the drop of a hat as to whether it is good or bad. I do not know 
what the answer is. You have 1,375,000 new starts in calendar 1959, 
and it indicates the housing picture was not crippled too much. We 
had 1.4 million in 1950, did we not? 

Mr. Hatianan. I do not think it was quite that high. I can give it 
to you. 

Mr. Tuomas. Put that in the record, if you have it. 

(The information follows :) 


The number of new starts in 1950 was 1,352,000. 


Mr. Rone rTSON. May I say this: last year was generally a high inter- 
est rate year, but the savings and lean people still lent more money 
than ever in their history, $15,800 million, which was well over $1 
billion a month. 

INDUSTRY GROWTH 


Mr. Tuomas. How long is this honeymoon going to last with the 
building and loan associations? E very year for the last 7 or 8 years 
you have shown a 1 percent increase in new associations, and then you 
ask us for this, yet all of your associations increased on an annual basis 
by 10 to 16 percent. 

What was it last year? 16 percent, was it not? 

Mr. Rosertson. That is right. 

Mr. Tromas. No, it was 17 percent. That is remarkable. How 
long is this honeymoon going to last? What is the saturation figure 
or number ? 

Mr. Ropsertson. You mean the number of associations? 

Mr. Tuomas. Yes. 

Mr. Roserrson. It isslowing down each year a little. 

Mr. Tuomas. It isslowing down? 

Mr. Ropnerrson. I mean in numbers. You were asking about num- 
bers of associations ? 
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Mr. Tuomas. Yes. 

Mr. Rosertson. It has been holding fairly steady. 

Mr. Tuomas. It has been steady for 3 or 4 years, about 1 percent, is 
that right ? 

Mr. Rosertson. Yes. 

Mr. Tuomas. But your rate of increase in percentage of earnings 
goes up a little bit every year? 

Mr. Corcoran. That is right. 

Mr. Tuomas. The past year it was 17 percent. I think the year 
before that it was around 15 to 16 percent. That is a remarkable 
figure. 

Mr. Corcoran. There were 6,235 insured and uninsured associa. 
tions in the country as of December 31, 1959. 

Mr. Tuomas. That is the figure we got a while back. 

Mr. Corcoran. Yes. 

Mr. Tuomas. How many are insured ? 

Mr. Corcoran. 63 percent. 

Mr. Tuomas. In round figures there are 3,900 insured, out of the 
6,200 ¢ 

Mr. Corcoran. That is right. 

Mr. Tuomas. Do you have to look at them by area, by location, or 
what is the situation? Here we have a new one going into business, 
What yardstick do you measure him by ¢ 

Mr. Roserrson. Yardsticks are- different in different areas. Of 
course, the biggest growth is in California, Florida, Arizona, ‘Texas, 
and in other areas of r apid growth. There are not many new insti- 
tutions in places such as New England and not many in the Middle 
West. The growth is in the areas of rapidly increasing population. 

Mr. Jonas. How about Alaska ¢ 

Mr. Ropertrson. In Alaska we have three associations. 

Mr. Bonesreet. Three Federals. 

Mr. Tuomas. Off the record. 

( Discussion off the record.) 

Mr. Yates. Does your agency have any statistics which would 
indicate what the prospective housing starts will be? In other words, 

can you anticipate what will be the number of houses built next year! 

Mr. Hatnanan. With respect to our institutions I think we can 
come very close to what our new starts will be, or what new starts 
our institutions will finance, and it would appear that they would 
finance next year almost as many as they did this last year. 

Mr. Yates. What portion of the 1,375,000 did the savings and loans 
finance ¢ 

Mr. Tuomas. Seventy-five percent. 

Mr. Hatianan. That was the percentage total to total home mort- 
gage financing. I think we financed about 30 percent of the new 
starts. 

Mr. Jonas. Would you yield? 

Mr. Tuomas. Yes. 
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SOURCES OF MORTGAGE FINANCING 


Mr. Jonas. One interesting thing to me is this statement that of 
the total loans made, 43 percent were for home purchases, even more 
than for new construction. You only have 34 percent for new 
construction. 

Mr. Hatxanan. That is true, but of all new construction the savings 
and ~~ still financed in the neighborhood of 30 percent in 1959. 

Mr. Yates. Do you have any “figures that would indicate what 
happened to the total number? You financed 30 percent. Who 
financed the remaining 70 percent ? 

Mr. Hatianan. Life insurance companies, commercial banks, and 
mutual savings banks. 

Mr. Tuomas. FHA and the Veterans’-—FHA about 20, VA about 
12, and the rest of them 

Mr. Hatianan. Our figures do not vary very much because this 
isthe only activity our institutions are engaged in. Some of the other 
Jenders have varying investment outlets. 





DIVIDENDS 


Mr. Tuomas. What is the average rate that the building and loan 
associations pay on their deposits now ? 

Mr. Bonesree.. Just under 4 percent. 

Mr. Dixon. A little over 31% 1s the last figure that we have, but it is 
6months old. 

Mr. Hautuauan. 3.6. 

Mr. Tuomas. Some of them in the District of Columbia are adver- 
tising 4144 percent. I know a good many are paying 4 percent. We 
are just about as high as the Government bonds or a little bit higher. 
What spread do they have to have before they can make some money / 

Mr. Hatianan. ‘Two points. 

Mr. Tuomas. Will they make money on a two point spread ? 

Mr. Hattanan. Yes. 

Mr. Tuomas. Well, there is no difference from the associations’ 
point of view as far as spread is concerned in getting a two point 
spread as between an individual depositor and borrowing a big amount 
of money from one of their member banks. It seems like the overhead 
would be considerably greater when you are getting it in small 
amounts than when you go over and borrow from the big member 
banks. 

_ Mr. Drxon. He is paying a higher rate to the big bank than to the 
depositors. 

Mr. Tuomas. He pays the big bank a little bit more. 

Mr. Dixon. Five percent is the lowest rate charged by any of the 
banks and actually half of them charge 514 percent on advances. 

Mr. Tuomas. And he has to reduce it down to the individual de- 
positors to meet that current overhead. 

Mr. Dixon. Well, he has to take the average cost of his money. 
His borrowing will be a small percentage of his total intake in cash— 
I mean his bank borrowing. That actually does not affect his overall 
cost of money very much. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 
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FEDERAL ASSOCIATIONS 





Mr. Evins. How many Federal savings and loan associations did 
you charter or approve last year ? 

Mr. Hatnanan. Forty-one. 

Mr. Evins. How many of these applications did you reject? 

Mr. Hat.tanan. I do not have that figure. 

Mr. Evins. All of these that were approved go under insurance 
automatically ; do they not ? 

Mr. Roperrson. Yes, sir. 

Mr. Evrns. How many in the country are noninsured ? 

Mr. Corcoran. 2,255. 

Mr. Evins. 2.255 noninsured ? 

Mr. Corcoran. Yes, sir. 

Mr. Evins. Where are they |: irgely located ? 

Mr. Ropsertson. In Pennsylv ania, Ohio, and Maryland. 

Mr. Haritanan. The balance of them are small ones. 


SUPERVISION OVER DIVIDENDS 


Mr. Evrns. Do you have any powers, or do you exercise any au- 
thority with respect to trying to hold the line on interest rates? The 
chairman of the Appropriations Committee was just talking about it 
as I came down, the high interest rates. Now, we have the biggest 
debt the country ever had. Do you consider any steps to try to hold 
the line? 

Mr. Rosertson. We have no statutory authority of our own to con- 
trol the dividend rate. We have no authority, such as the Federal 
Reserve has, over the savings rates of commercial banks. We do, 
however, exercise supervisory pressure all the time to keep dividend 

rates down. I think this is one of the greatest activities. 

Mr. Evins. Well, the Federal savings and loan associations in the 
country are leading the pack and the others have to follow along be- 

cause the Federal savings and loans’ interests continues to climb. 

Mr. Rosertson. On the other hand, the savings and loans say they 
feel the hot breath of competition on them and that they have to raise 
their rates to hold their own. 

Mr. Yates. Competition from what source ? 

Mr. Roperrson. Well, they can think of many. For example, they 
point to the high rates on Government securities. They say the Gov- 
ernment can sell 5-year bonds at 5 percent and it is pretty hard for 
them to get share accounts at 4 percent. 

Mr. Evins. In view of the fact that the Federal savings and loan 
associations are growing so much in number and also in volume don’t 
you feel that because of that bigness there ought to be some restraint, 
some exercise of authority or control on where you will go with this 
administrative situation ? 

When you were small you had no problem, but since you have 
gotten bigger your problem is greater. 

Mr. Rozertson. We undertake to exercise all the authority we have. 
Our bank presidents, our supervisory agents in the field, particularly 
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at a time like this when there have been many increases in the dividend 
rates, are working all the time to keep these rates down. They, of 
course, have no authority except the power of persuasion. 

Mr. Evins. Have you been able to persuade anyone / 

Mr. Dixon. Yes, in many instances. 

Mr. Rosertson. In groups and in areas, because the increased 
movement becomes contagious. 

Mr. Evins. How do you do it? You have no authority. What do 
you do? 

Mr. Rosertson. It is done in different ways. I should like to have 
this off the record. 

Mr. Evins. Off the record. 

(Discussion off the record. ) 

Mr. Evins. In view of your lack of statutory authority, and in view 
of the growth, do you rec ‘ommend that legislative committees add some 
authority or make some amendment to the act? 

Mr. Rosertson. We have not done it yet, but every now and then we 
are tempted to consider it. It is a matter of philosophy. With the 
mutual institutions some can earn more than others safely and reason- 
ably. Some of them are better managed and can earn more and 
pay more to their shareholders. Unfortunately, in the same com- 
munity there are others that cannot afford this but they are apt to 
follow suit. 

Mr. Evins. I have one more question : 


QUESTION AS TO NEED FOR AMENDATORY BASIC AUTHORITY 


Have you made any legislative recommendation with regard to 
amending your basic statutory act? You have been on the books 
about 35 years, your original act, or 30 years? 

Mr. Roperrson. No, I think not. 

Mr. Hatitanan. Twenty-five. 

Mr. Evins. Twenty-five years. 

Mr. Ronerrson. No; I don’t think we have ever recommended any 
legislation to control dividend rates. 

Mr. Evins. You have extended your volume greatly with no legis- 
lative recommendations. I think you are the people with imagination 
and e xperience and you are going to be the ones that have to recom- 
mend to Congress what legislation in your field may be needed. Have 
you given any thought to it? 

Mr. Ronerrson. Actually, we think about it a good deal of the time, 
but we have not reached a conclusion as to whether statutory control 
is the best solution. 

Mr. Evins. In view of the fact that you say you group them to- 
gether and try to advise them against increasing the dividend rate in 
an area, you do not have the authority, so do you not think you should 
have some arm to support you? 

Mr. Rovertson. It would be easier, much easier. 

Mr. Tuomas. What about the financial division? Would not that 
group exercise control ? 

Mr. Yarrs. They do now. You look at their books when they first 
start out to make sure that they are in a financially sound condition 
before you charter them. Now you also do this to protect the Govern- 
ment in those instances where you are going to give insurance, cover 
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them with insurance against losses. Why is that not a continuing 
power ? 

Mr. Hatuanan. There is no authority in that respect. We lack 
authority to say you cannot go above a specific rate. There is a burden 
of proof to prove that it is an 1 unsound one. 

Mr. Yates. Your only authority is to check the company and see 
whether in your judgment, the proposed action will result in financial 
jeopardy ? 

Mr. Dixon. That is right. 

Mr. Yares. If, in fact, it does not, you have no further power? 

Mr. Evins. No. 

Mr. Yates. Then it is strictly within the discretion of the Board of 
Directors; is that your interpretation? Am [I stating it correctly? 

Mr. Drxon. Yes. 

Mr. Evins. Well, you have $13.4 billion withdrawals. And suppose 
the withdrawals got so great that you could not make them ail? If you 
had supervisory authority, or some authority to exercise this control 
you might be able to prevent these situations, large peaks and valleys, 
but the Federal Insurance Corporation has authority with respect to 
banks to maintain them in a more sound condition. Here you havea 
condition in which you cannot control them at all. We hope that will 
not happen. 

Mr. Dixon. The FDIC has no ceiling on the rates paid by mutual 
savings banks. 

Mr. Evins. I am for giving them more power in this field. 

Mr. Tuomas. We should get that. 


DIVISION OF EXAMINATIONS 


Now, let us take a look at this Division of Examinations. They have 
their examinations up to where it is about once in 13 months. 

Mr. Yates. That has been coming down steadily, has it not? I re- 
member a few years ago when it was once every 24 months. It is now 
more frequent. 

Mr. Bonesteet. The average is 11.7 months for both. 

Mr. Yates. Do you meet any opposition because of this? 

Mr. Bonesteex. No. 

Mr. Yates. That was one of the things you feared when it was sug- 
gested to you that you ought to increase it. 

Mr. Bonrsteet. We were talking about semiannual examinations 
at that time. 

Mr. Tuomas. Now, how many State institutions have not been ex- 
amined in that 12- or 13-month period 4 

Mr. Bonestret. As of December 31, 1959, only 27 insured State 
associations had not been examined within 12 months. 

Mr. Tuomas. That is 27? 

Mr. Bonesteev. Twenty-seven. 


Mr. Tuomas. How long since they have been examined? That 27 


is too many, is it not? 
Mr. Bonesteet. No, because they are within the 13 months’ col- 


umn—26 of them are in the 13 months’ column and only 1 beyond that. 
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Mr. Tuomas. I thought they were excluded. 

Mr. Bonesree.. No. 

Mr. Tuomas. Are you sure ? 

Mr. Bonestee.. That is absolutely right. 

Mr. Tuomas. Read your information. 

Mr. Bonesreet. Here is a schedule as of December 31, 1959, which 
says that 27 insured State associations had not been examined within 
the year and 26 of those 27 are in the 13 months’ column. There is only 
one that is more than that. 

Mr. Yates. What is the longest period of time elapsing since any 
one of your institutions has been examined 4 

Mr. Bonrsteen. Well, there is one there—I cannot tell exactly, but 
it is about 15 months, and they are remodeling their quarters. ‘That 
examination was started on the 1: 2th of January, so you can take that 
out now; and they are all in the 13 months column, you see. 

Mr. Yates. Off the aaah 

(Discussion off the record. ) 


NEED FOR ADDITIONAL PERSONNEL 


Mr. Jonas. On this examination matter, what are you going to do 
with 66 new people? Are they to be examiners? 

Mr. Bonesrren. Most of them are examiners. If you will turn to 
page 76 you will see we can figure it out mathematically. 

Mr. Jonas. I did not want to go into the actual justification, but just 
wanted to ask you generally. 

Mr. Bonestren. Your question is this—that since we are current, 
why do we need more men! Isthat right ? 

Mr. Roperrson. We have more and larger institutions to examine. 

Mr. Bonestee.. They are growing, but we figured an average of 23.3 
man-days for the insured State associations in the current fiscal year. 
They are in that column there, you see, under “Insured State associa- 
tions,” 23.3 average. We actually made up this time and cur rently are 
averaging 20.4 man-days. There is where we made our gain. The 
reason is that the average size of association examined has been $1014 
million as compared with the national average of $1114 million. As 
they fall due, we have been examining a much larger number of small 
associations in the first half of this fiscal year than we will in the 
remainder, 

RECRUITMENT OF EXAMINERS 


Mr. Tuomas. Do you still have trouble getting your examiners? 

Mr. Bonrsrret. Not a great deal. 

Mr. Tomas. What kind of a deal did you work out with the Civil 
Service Commission with reference to their grade? 

Mr. Bonesteet. We, of course, worked out our training program 
which enables us to promote after 6 months from the lower grade, 
either grade 7 or grade 9, and they do not have to stay in those grades 
a year, as they ordinarily do without their training Progr am; and the 
average grade of our people is climbing up every ye We have more 
at grade 11, relatively, t th 1an we used to have; sia more in grade 12, 
relatively, than we used to have. 
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PROPOSED INCREASE IN INSURANCE PREMIUM 


Mr. Tuomas. I see. You are going to increase your ante on your 
insurance fund from what ? 

Mr. Hussanp. One-twelfth to one-eighth. 

Mr. THomas. How much money is in the fund right now? 

Mr. Hussanp. $305 million as of last June 30, and about $325 mil- 
lion now. 

That is in order to keep pace with the growth of the business. A few 
years ago there were no savings and loan associations bigger than the 
insurt ance corpor ation, and now you have some bigger. 

Mr. THomas. And you want to insure all of them. the whole 3.900 
of them? At the rate you are taking them in now, how long will it 
take you to accumulate enough money, say, to pay off about 5 percent 
of the capital stock of all your associations ? 

Mr. Huspanp. Well, if we increase the premium our reserves will 
increase to $870 million by 1965 or it will be 1 percent of the total risk. 

Mr. Tuomas. It looks like we did not have a small enough figure. It 
was reduced 4 or 5 years ago by statute. 

Mr. Huspanp. 1950, by statute. 

(Discussion off the record. ) 

Mr. Tuomas. How many associations did you take over last year? 
Did you take over any ? 

Mr. Drxon. No. 

Mr. Tuomas. Not a one. How many in liquidations? 

Mr. Huspanp. We are still collecting a little money on that Norfolk 
deal. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


BROKERAGE ACTIVITIES 


Mr. Yates. May I ask a question, Mr. Chairman, in respect to a 
matter in which a constituent is interested 4 

Mr. Tuomas, Yes. 

Mr. Yates. Apparently he is engaged in a business involving : 
brokerage commission for developing new business for your constit- 
uent members. 

The Board has recently, I think, taken some action through the 
form of a regulation, to eliminate this; is that correct ? 

Mr. Rozertson. Not to eliminate it. We did consider a regulation 
to eliminate it altogether, but after long deliberation we modified it 
and limited each association to 5 percent of its share capital from 
brokers. 

Mr. Yares. What was the reasoning of the Board ? 

Mr. Rosertson. It was simply that it was being badly overdone in 
some areas. Some associations had about half of their share capital 
from brokers and some of them more than that. That money was 

called, if you will, hot money. It is not money that comes from the 
area. It is money that follows rates, and if the rates should change 
that money could easily go out. 
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Mr. Yates. Do you require that the share capital come from the 
area ! 

Mr. Rosertson. No; but I think the principle of diversification is a 
sound one. Many of the savings banks, for instance, the New Eng- 
land savings banks, will not take more than a cert: ain amount from any 
one depositor. Not. only in California but in other places, where the 
brokers controlled the money, they not only had an influence on the 
dividend rates but they followed higher rates. They would take 
money out of a territory by advertising for it. It was also expensive, 
costing the savings and loan association 1 to 2 percent commission. 

Basically we thought it was being dangerously overdone. 

Mr. Yates. I think, based upon what you just said, I can see some 
merit to the position you have taken; but, as a general proposition, 
does the regulation of the Board prevent or forbid the use of brokers 
generating business without their having a relationship to the bankers 
through share capital or stock ownership or otherwise ? 

Mr. Roserrson. I do not believe I understand the question. 

Mr. Yates. You have just given some instances of brokers as to the 
share capital arrangement. You said they were overdoing it. 

Suppose you have a person engaged in the brokerage business, who 
has no relation to any company through the capits al share plan or 
otherwise. He comes to the company and s: ays “I am in a position to 
develop certain accounts for you and I want a commission on it.” Is 
that permitted under your regulations ? 

Mr. Roperrson. Yes; up to 5 5 percent. 

Mr. Yates. Up to 5 percent of what ? 

Mr. Rorertson. Of the share capital of the association. In other 
words, if it is a $1 million association, it could take $50,000 from the 
brokers. 

Mr. Yarrs. That would be the the limitation ? 

Mr. Roserrson. That would be right. 


EXAMINING FEES AND PREMIUM 


Mr. Tuomas. Is the amount of fees that an individual member bank 
will pay to the Board set by statute / 

Mr. Hatnanan. The premium is, but not the examination fees. 

Mr. Tuomas. The premium but not the examination fees ? 

Mr. Hatnanan. Yes. 

Mr. Tomas. Does the Board set the examination fee ? 

Mr. Hatnanan. Yes, sir. 

Mr. Tromas. Say we have here a bank with $5 million. What 
would be its total payment to the Board annually, first, for examina- 
tion, second, for services rendered of whatever type—and what is the 
third category there? You have the insurance fees, the examination, 
and the general service—are those the three? 

Mr. Rosertson. That is all, just the two. 

Mr. TrHomas. Insurance and examination—no general fee for 
services rendered ? 

Mr. Rosertson. That is correct. 

Mr. Drxon. No. If they increased their home mortgage loans by 
$10 million during the calendar year they will purchase back stock 
in their district bank up to the amount of 2 percent. of that. 

Mr. Tuomas. What dividend does the bank pay ¢ 
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Mr. Dixon. 2, 21/4, 234 percent. 

Mr. Tuomas. Well, the bank makes a spread there of 214 percent, 
What does that figure, on a $5 million bank, to the district bank for 
an examination and for insurance, amount to? 

Dr. Huspanp. The insurance premium would be $4,000, approxi- 
mately. 

Mr. Tuomas. What is the other? 

Mr. Bonrstret. I would say $1,000. 

Mr. Tuomas. What are they going to hand the big bank? 

Mr. Dixon. Two percent of the increase in the association’s out- 
standing home mortgage loans during the preceding year. 

Mr. Rozertson. But that is an investment, not a payment. 

Mr. Tuomas. Well, he is going to get that back with a little interest. 
That is $5,000 roughly. 

Mr. Tuomas That is fora $10 million bank. 

Mr. Huspanp. You said $5 million bank ? 

Mr. Tuomas. Yes; but it would be the same proportion with a $10 
million bank. Is it twice as much ? 

Mr. Bonrsteen. The examination fees decrease as they get bigger. 

Mr. Tuomas. In other words, an examination fee on a bank twice 
that big might be $800 rather than $1,000? 

Mr. Bonestret. No. It would be more than $1,000, but it would 
not be twice that much. 

Mr. TrHomas. You mean it could be $1,800 rather than $2,000? 

Mr. Bonesteet. Yes—$1,500 or something like that. 

Mr. Tuomas. Then the insurance premium is a requirement and on 
top of that he has salary costs and his rents and his advertising bill. 

Mr. Jonas. You do not charge examination fees based on the length 
of time it takes to examine ? 

Mr. Bonesteet. Yes; rather than on assets. We figure it is unfair 
to charge on assets because it takes a good deal longer to examine one 
than it does another, so it is on the length of time it takes, a per diem 
basis. 

Mr. Tuomas. Do you think you could strike a $9 million figure in 
the same length of time you can a $10 million figure ? 

Mr. Bonestee. Yes, sir. 


JUSTIFICATION OF THE EsTiMATES FoR ADMINISTRATIVE EXPENSES 


Mr. Tuomas. Mr. Reporter, put pages 5 through 8 in the record. 
This table on page 8 is really good. 
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(The information referred to follows :) 


Program highlights 


{Dollars in millions] 


-_ | 








Federal Home Loan Bank System Actual, 1959 | Estimate,1960 Estimate, 1961 
a -| cs 

mbers: 
ue Number neieniende dente bonebemeewtn tet aammeanegany damebeoes 4, 593 4, 643 4, 689 
eee caiicis nacteigsaecaln ied ale aacag eel ehekethaaieGaak ainda $58, 300 $67, 500 $76, 600 
OTS o.. Sadb cx uctdetusstnudcantaeetracneeneee $50, 300 $57, 700 $66, 100 
Mortgage loans. ....<......-<--.- ~demeene Jihintidwichthnnicd $48, 300 $56, 000 $63, 500 
ES chine sani ita shiey dinlnn aheekndnempigembeen aneed 3, 936 4, 036 4, 136 
Regional banks: Advances outstanding. ---.........------.--- $1, 537 $1, 785 $1, 538 


—_————  ————— — —_—— ———— rnwm—mloooo" 


OUTLINE OF FUNCTIONS 


The three agencies under the Federal Home Loan Bank Board were created 
to serve the American public through savings and loan associations, cooperative 
banks, and other financial institutions engaged in the encouragement of thrift 
and economical home ownership. They were established by Congress in the 
1932-34 period, when the depression had made it clear that these basic com- 
ponents of the Nation’s financial structure needed additional supports sponsored 
by the Federal Government on a permanent basis. 

For the protection of these two huge groups of Americans—the home seeker 
and the small saver and investor—the Federal Home Loan Bank Board carries 
out three primary obligations, through the following activities which it directs 
or supervises. 

Federal Home Loan Bank System.—The Federal Home Loan Bank System, 
through its 11 regional Federal home loan banks strategically located through- 
out the country, provides a permanent system of reserve banks for eligible thrift 
institutions of the savings and loan type. The Federal home loan banks provide 
advances to these member institutions for the purpose of meeting withdrawal 
demands and to meet seasonal and emergency needs for additional home-mort- 
gage funds. Also, through the use of interbank deposits, the System maintains 
an adequate flow of home loan funds into every locality. October 15, 1959, 
marked the 27th anniversary of the opening of the regional banks. 

The regional banks, all of the stock of which is owned by their member insti- 
tutions, do not deal directly with individuals. The great majority of the mem- 
bers are savings and loan associations, also known sectionally as cooperative 
banks or building and loan or homestead associations. Included also in the 
membership of the Federal Home Loan Bank System are a number of savings 
banks and insurance companies. 

The importance of the Federal Home Loan Bank System is indicated by the 
fact that the combined resources of its member institutions now total over $58 
billion and that in fiscal year 1959 its savings and loan members made home 
loans amounting to nearly $14.3 billion. 

Located in most cities, suburban areas, and towns throughout the United 
States, the member institutions of the Federal Home Loan Bank System serve 
31 million people, including savers, investors, and home-loan borrowers. 

Federal Savings and Loan Insurance Corporation.—Created in 1934, the Fed- 
eral Savings and Loan Insurance Corporation insures, up to $10,000 each, sav- 
ings accounts in approved savings and loan associations and similar institutions. 
Insurance of savings has been an important factor in stimulating the flow of 
savings into thrift and home-financing institutions which, in turn, are used 
largely for the financing of homes. 

All insured institutions are members of the Federal Home Loan Bank System. 

Federal Savings and Loan Associations.—The creation of Federal associations 
was authorized by Congress in 1933 to provide additional local thrift institutions 
where people may place their sayings and/or obtain loans to finance their homes. 
In their charter and form of organization, Federal associations embody the most 
modern practices developed by savings and home-financing institutions during 
their long history in this country. 

All Federal savings and loan associations are required to be members of the 
Federal Home Loan Bank System and to carry insurance of their savings or 
share accounts through the Federal Savings and Loan Insurance Corporatian. 
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Included among Federal associations, consisting of 1,828 privately owned, 
local, mutual institutions operating under charter, examination, and supervision 
by the Federal Home Loan Bank Board, are both those newly organized by loca] 
citizens since 1933 and those already established local institutions which elect to 
transfer from State to Federal charter. Their combined resources total over 
$32.2 billion. Federal savings and loan associations are in operation in every 
State and in the District of Columbia, and Puerto Rico. 


INTRODUCTION 


The Federal Home Loan Bank Board is primarily a regulatory and supervisory 
agency in the savings and home-financing field. It also issues charters for Fed. 
eral savings and loan associations ; insures savings or share accounts in Federa] 
savings and loan associations and in approved State-chartered savings or build- 
ing and loan associations and associations of the savings and loan type. 

The 1961 budgets of the Federal Home Loan Bank Board, Division of Exami- 
nations, and Federal Savings and Loan Insurance Corporation are based on the 
need for bringing all operations into a current status and maintaining such 
Status, and on the assumption that there will be no basic change in economic con- 
ditions during the budget year. 

The number, size, and business activity of the institutions supervised by the 
Board continue to increase. The following table relating to member savings and 
loan associations shows the number, assets, loans made during year, and net 
inflow of savings at June 30, 1958, and June 30, 1959; it also shows the increases 
over 1958 in dollars und percentagewise. These increases were made in the face 
of keener competition for both loans and savings. 


[Dollars in billions] 





Description | Fiscal Fiscal Increase | Percent 
1958 1959 over 1958 | 
Number of member savings and loan associations --.........-.- | 4, 508 4, 566 | 58 | l 
I EE I RI is cceemnpeepnsiinipeel Sauinndl inane $49.6 | 57.9 | $8.3 | 17 
Loans made during year . -.........----- a haiti aaepeatak ie eens $10.3 1$14.3 $4.0 | 
Net inflow of new savings_............--.-- chniiGemedavucdboulse | $5.3 $6.4 | $1.1 | 21 


| | 


1 Represents 39 percent of the Nation’s residential financing. 


The above figures reflect a substantial increase in the activities and a con- 
tinuing rapid growth of the savings and loan business during fiscal 1959. This 
activity and rate of growth, which are expected to continue during the cur- 
rent fiscal year and fiscal 1961 increase the workloads of the Board, Division 
of Examinations, and the Insurance Corporation to the extent that increases in 
personal services and other expenses are necessary in fiscal 1961. 


SUMMARY 


The budget programs of the Federal Home Loan Bank Board and the Federal 
Savings and Loan Insurance Corporation are presented as business-type budgets. 
A comparative summary of the estimates for 1961 is shown in the following two 
tables: 


Comparative summary of positions and man-years 











l | 
Actual 1959 Estimate, 1960 | Estimate, 1961 
Unit P eg ee hE ee a 
|} Posi- | Man- | Posi- | Man- | Posi- | Man- 
| tions | years | tions | years | tions | years 
| 
Board and staff offices... _...............- 199 | 184.9 | 201 198.3 | 231 218.7 
Federal Savings and Loan Insurance Cor- | | | | 
lA ates docarteand ieee ca 97 | 83.6 | 94 | 87.8 | 94 | 90.4 
Division of examinations...........-....- 701 667.7 | 766 | 738.1 832 | 809. 6 
IN eilntecaca kin An sinbiceiacinceeiis 997 936. 2 1,061 1,024. 2 | 1,157} 1,118.7 
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Comparative summary of expenses 


LD 








| 
Actual 1959 Estimate Estimate 
| 1960 1961 
gate ew ee eee eee SS unpunuenideiengaienmnen 
Administrative expenses: 
Board and TIES hee is Ma Sen ee ee $1, 625, 831 $1, 800, 000 $2, 075, 000 
Federal Savings and Loan Insurance Corporation__...___- 737, 971 775, 000 800, 000 
a a a 2, 363,802 | 2, 575, 000 2, 875, 000 
Nonadministrative expenses: Division of Examinations_-____- 6, 387, 094 7, 700, 000 8, 537, 000 
CN I gion nta inca dla nangae maaan ak pace pe iccininied eeekucaoae 8, 750, 896 10,2 075, 000 | —_ 412, 000 








INCREASE IN EXAMINING PERSONNEL 


Mr. Tuomas. It says here, “Board and staff offices,” that the in- 
crease is from 199 to 201 in 1960 over 1959. Then it goes up to 231 
for 1961, an increase of 30. 

Your Federal Savings and Loan Insurance Corporation goes from 
97 jobs in 1959 to 94 in 1960 and now it is 94. 

The Division of Examinations goes from 701 in 1959 to 766 in 1960 
and to 832 in 1961. 

That gives you the manpower you need to stay abreast of this exami- 

nation work around 12 months, Mr. Bonesteel ? 

Mr. Bonrstren. Yes; we think it does. 

Mr. Tuomas. I hope 3 you never get beneath the period of 12 or 18 
months that you are examining on now, because you do have some 
blowups, human nature being what it is. 

Mr. Rozertson. Do you not think the examining schedule is satis- 
factory now ? 

Mr. Tuomas. I think the committee is pretty well satisfied with it. 


FREQUENCY OF EXAMINATIONS 


Mr. Jonas. I thought we were planning to come under 12 months 
with the 66 more people. 

Mr. Bonestreet. May I say a word ? 

Mr. Tuomas. That is what we hoped to do. You have not cut it 
down in 2 years. 

Mr. Bonrsrern. Our average is now 11.7 months. We have to have 
a little variation or the associations are going to know when the exam- 
iners are going to come in, and you ‘have to maintain a surprise 
element, so that if you had the examiners coming in at 1214 months 
they are going to come in when the associations expect them. We 

make far 1 more examinations under 12 months than we do over 12; 
the average is 11.7. 

Mr. Jonas. There is not much use to go back for 3 months? You 
cannot turn the schedule around ? 

Mr. Bonrstee.. No; we do not go back within 9 months. 

Mr. Jonas. Of course, the banks are faced with the same problem. 
They know they are going to have a visit. 

Mr. Bonestrev. You have to have a period of 2 or 8 months’ varia- 
tion if you are going to maintain the surprise element; a couple of 
months, I would say. 
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I talked that over with the Board and the Board agreed with that 
policy of letting a few run over 12 months in order to keep the sur- 
prise element. We are current; we want to keep it current. 

Mr. Rosertson. If we had them all 12 months or under we would 
have many at 8, 9, and 10 months, 
Mr. BonestTee.. Yes. 


ASSETS OF ASSOCIATIONS 


Mr. Tuomas. What is the assets of your average association ? 

Mr. BonesteeL. The average is $14.2 million right now. 

Mr. Tuomas. I see your loans made during 1959 of $14.3 million—I 
am.talking about the size. 

Mr. Bonesteet. That is the size. Now, each institution makes an 
average of $4 million of loans but their assets now average $14 million 
ora little over, and we figure $16 million next year. 

Mr. Tuomas. How many do you have around $50 million or $100 
million? Do you have any that big? 

Mr. BonesTeeL. Yes. 

Mr. Tuomas. Well, your justification has not submitted that factual 
information. I do hate to ask for any more. 

Mr. Bonesteeu. That is in there. 

Mr. Tuomas. Will you put your finger on it? I overlooked it 
here. 

Mr. Corcoran. Page 73, Mr. Chairman. 

Mr. Bonesteet. Fifteen were over $200 million at that time. 

Mr. Tuomas. Let me read this paragraph: 

The average size of insured institutions as of June 30, 1959, was $14.2 million, 
an increase of $1.8 million (15 percent) during fiscal 1959, and an increase of 
$6.6 million (87 percent) during the past 5 years. Many of these institutions 
have grown to great size. As of December 31, 1958, there were 15 institu- 
tions with individual assets in excess of $200 million, 48 additional institutions 
in excess of $100 million, and 125 other institutions with assets from $50 million 
to $100 million. 


POSITIONS BY ORGANIZATIONAL UNIT 


Now, turning to page 39, I think there is shown the personnel in- 
creases by divisions. 

Mr. Reporter, insert page 39 in the record. 

(The page referred to follows:) 








Actual 1959 | Estimate | Estimate 
1960 1961 

Offices of the Chairman and Board members... 8 8 | 7 
Office of the Assistant to the Board-.. 2 | 2 | 2 
Budget Oxfice-_- Set 2 2 2 
Office of Information.--.---- a | 4 | 4 | 5 
Division of Federal! Savings and Loan Operations.....-- 12 13 | 15 
Office of the Secretary sat | 51 | 50 53 
Office of the Director of Audits | 1] | 11 | 1 
Division of Personnel ase : 6 6 7 
Division of Federal Home Loan Bank Operations... 12 | 12 14 
Comptrolet’s Division 23 | 24 28 
Division of Supervision , on 39 | 38 52 
Office of the General Counsel. -.. -- wee 5 meses 29 31 34 

Total iain aisasinid lost 199 1 231 


| 
| 
| 
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Mr. Tuomas. Now in the Division of Supervision you show a big 
increase from 38 to 52. What are their duties? These people are 
all located in the District of Columbia; is that right? 

Mr. Corcoran. That is correct. 

Mr. Rosertson. Yes. But all of the supervision is not done in the 
District of Columbia. 

Mr. Tuomas. What are you going to do with these extra people? 
Why do you need to have that big an increase? 

Mr. Roserrson. I will ask Mr. Wyman to answer that. 

Mr. Wyman. That Division, of course, makes an analysis of all of 
these examination reports to determine what, if any, corrective meas- 
ures may be necessary in the operation of the institution, needless to 
say, from the standpoint of sound practice and law. ; 

Mr. Tuomas. Now, I understand you are a couple of years. behind 
in your work ? 

Mr. Wyman. Yes. 

Mr. Toomas. How far are you behind? 

Mr. Wyman. Well, this particular problem has a background that 
extends back several years, 7 or 8 years, as a matter of fact, 

Mr. Tuomas. When your Examination Division goes in there, they 
are on a current basis. They can tell you as of that night when you 
quit if there is anything wrong. What is the purpose of this Division, 
sitting back here in Washington ? 

Mr. Wyman. Well, the examiners merely examine the institution to 
ascertain the facts with respect to their financial position, and make 
such comments as appear to be appropriate with respect to the mort- 
gage lending and other vital phases of the operations, the expenses, 
and so on. 

Mr. Tuomas. Reports may be sent directly to your Division, if 
there is some interest you get: busy on them and if they are just marked 
“regular,” you do not waste any timeonthem? Isthat right? What 
doyoudo? Make spot checks, or what do you do? 

Mr. Wyman. Those reports are analyzed by the Division of Super- 
vision. 

Mr. Rosertson. The chairman asked you if you made spot checks. 

Mr. Wyman. We do make a spot check with respect to certain types 
of institutions. We put these associations into three groups, one, 
two, and three, and group 1 associations are those which, based on 
analysis, our previous reports, appear to be not subject to any criti- 
cism of any material nature whatsoever, and we do spot check those 
reports. We have been spot checking 1 out of 10. 

In view of certain experiences we have had, however, one of which 
was the Norfolk case, which under the rating analysis was rated in 
group 1, we felt the need to increase the percentage of the group 1 
associations to the point where we analyze all those examination 
reports. 

Mr. Toomas. Who caught that defalcation down there? Your Di- 
vision or the Investigation Division ? 

Mr. Wyman. That is quite a story as to just how that came about, 
and I don’t know whether you want to go into it on the record or 
off the record, Mr. Chairman ? 
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Mr. Tuomas. Well it has been printed in every newspaper in about | . ; 
nine States. I don’t know that there is anything that we could add - 
to it. 

Mr. Bonrsteet. Of course, the examiners had to reveal the short. the 
age. 

Mr. Wyman. The report was received by us. 

Mr. Tomas. The point is: we want to give you everything you } 


need. Now, tell us how you need this. Do you reply upon the investj. _—visi 
gation division, too? If they find something wrong they put a flag on } 





it and send it in to you, then you analyze it, or if they examine anjp. _‘15, 
stitution and everybody is happy making money, and no complaints _ als 
are offered on it, what do you do about it ? } 
Mr. Wyman. Well, if it appears to us that there is not anything the 
unsafe or unsound or improper in the operation of the association, ) 
of course there is no supervisory action. gra 
Mr. THomas. Well, is your Division there a division superimposed ) 
on the Investigation Division, or what? Does the Government check } 
on the investigation—I mean the Examination Division ? one 
Mr. Wyman. They merely report—the facts are reported to us and I 
the analysis of those facts, the relationship which those facts have _ thi 
to safety, soundness, and propriety, generally, of the operation of the d 
association, that is analyzed by the Division of Supervision, and on the ) 
basis of that analysis, supervisory action, whatever appears to be ov 
necesssary, is taken, and that may run all the way and does run all the \ 
way from what might be cataloged as a forceful suggestion, let's ) 
say, up to the ultimate extreme, where the Board itself, of course, has | |a¥ 
to take the action under the statute. too! 
Mr. Jonas. Will you yield? ) 
Mr. Tuomas. Yes. sho 
Mr. Jonas. Isn’t this the way it works: The Examining Division \ 
examines the local office and makes a report to Washington, and you , We 
then discuss that report with the local people? ) 
Mr. Wrman. That is essentially correct. The system has always | put 
operated that way. The examination and the supervision have always | 4 
been separate operations. \ 
Mr. Jonas. The examiners do not discuss the things they find wrong | ma 
with the local people, or do they ? ) 
Mr. Wymant. If they discuss those matters with the management } 


or personnel of the institution, it is by way of making certain that the | We 
examiners have correctly reported and are correctly reporting the | hay 
essential facts of the matter, whatever it may be, but they do not 
undertake corrective action with respect to those things with the | 4PI 
management or directors of institutions. 

Mr. Rosertson. May I state it another way, Mr. Chairman? 

To me a good comparison is with what happens when one goes to | 


a hospital for an examination. The technicians take the blood count | ‘i 
and all of the tests, and then refer that report to the doctor, who | 3 
prescribes either the treatment or the surgery. That is what Mr. "14 


Wyman’s Division does. He takes the facts that have been assembled 

by the examiners, analyzes them, and then decides what treatment | 

or surgery is necessary. | 
Mr. Tuomas. I will ask you again: Do you make a spot check of 


these ? | 
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Mr. Wyman. To get back to the classification of these associations 
into the three groups, we study the examination reports, and other 

rtinent reports as to all associations in group 2 and group 3, and 
then again we spot check 1 out of 10 in group 1. 


GRADES OF PERSONNEL 


Mr. Tuomas. What is the grade of personnel you use in your Di- 
vision ¢ 

Mr. Wyman. Well, I have an Associate Director, and he is in grade 
15, and then there are four regional supervisors who are in grade 15 
also. Then it runs from there to the 13’s and 12’s. 

Mr. THomas. What grade will these 18 people be here? Or rather, 
these 14? What will their grade be? 

Mr. Corcoran. Five financial analysts, grade 13 ; five grade 12’s, two 

e 11’s, and two clerk stenographers, grade 5. 

Mr. Tuomas. What about the lawyers? 

Mr. Jonas. Mr. Chairman, before you leave that point, may I ask 
one question ? 

If this is so important, why did you cut down one last year out of 
this Division? Why did you knock one off, Mr. Robertson ? 

Mr. Corcoran. He did not knock him off. 

Mr. Jonas. Well, you took one out. You had 39 in 1958 and its 
down to 38 in 1960. 

Mr. Corcoran. That is because there is not enough money there. 

Mr. Jonas. No; you have increased several; you put on two more 
lawyers and one in F.S. & L.I.C. and one in the Controller but you 
took one out here. 

Mr. Corcoran. Mr. Wyman, you have a vacancy to fill in your 


_ shop ¢ 


Mr. Wyman. Yes, but I do not have the necessary authorization. 
We do not have the money. 

Mr. Jonas. You could have given him one other man instead of 
putting on a lawyer. 

Mr. Corcoran. He cannot get a man that is qualified. 

Mr. Jonas. You mean you can find lawyers, but not this type of 
man ¢ 

Mr. Corcoran. That is right. 

Mr. Hatianan. These were filled at the beginning of the year, and 
we lost a man. There was not any money left. I think that is what 
happened. 

Mr. Wyman. I did lose a man and was not able to replace him until 
approximately 6 months of the present fiscal year has elapsed. 


DIVISION OF EXAMINATIONS 


Mr. Tuomas. Gentlemen, let us take a look at the Examination 
Division here. 

Mr. Reporter, would you be good enough to put in the record pages 
71 through 76? That shows the workload and everything else. 
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(The pages referred to follow :) 


Program highlights 


{Dollars in millions} 
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Description Actual, 1959 Estimate, Estimate 

j } 1960 196] ’ 

sicaphaditiattacenatd na Sesosisieseapicala etal tide seniediestneseo deli ntatcninapel ceiastitinieee aj <a 

Examinations completed or to be completed 3, 978 | 4, 201 4, 276 
Average assets of insured institutions (start of year). $12.4 $14. 2 $16 l 

Average volume new loans made by insured institutions dur- , 
SE Sonia doit crmusise oan setiig amen San abe bile dnd nok ene $3. 5 $4.0 $4.0 


INTRODUCTION 


The budget estimate as summarized in the following table for fiscal 1961 js 
$8,537,000. The estimate, compared with the current fiscal year, reflects an 
increase in personnel of 66 positions or 71.5 man-years, and an increase in funds 
of $837,000. Percentagewise, it is an increase of 9.7 percent in man-years and 
10.9 percent in funds. Of the increase, $671,585 is in personal services, $30,600 
is in travel, and $134,815 in other expenses. 





Description Actual, 1959 | Estimate, | Estimate, 
1960 1961 
” } a — 
I i cidebdh Sole siete cicaiichainichenbelitiehbatnit whicpuatiane shee 701 766 832 
Man-years-- op iaaieen tithaeioupiaximcellinish = invieaaealmnpeiada tenn ila 667.7 738, 1 | 809.6 
eee he) sd) EOE ete $4,192,091 | $4.932,440| $5, 604.025 
Other expemses__..........._- Soll cn cit ith Sd alia tei st es ss 2, 195, 003 2, 767, 560 2, 932, 975 
ES bide ad. nxiteiohobonamdnbkiacdbbbenetdodaal 6, 387, 094 | 7, 700, 000 | 8, 537, 000 


The estimate is based upon the assumption that the present rate of growth 
in the number and size of insured institutions will continue through fiscal 1961; 
it is also based upon the need to maintain examining schedule in a current 12- 
month status. 

The examining program is designed to protect the financial risk and interests 
of the Federal Savings and Loan Insurance Corporation, thus carrying out some 
of the statutory responsibilities vested in the Federal Home Loan Bank Board. 
Such responsibilities at June 30, 1959, involved 3,936 insured institutions with 
aggregate assets of $55.8 billion and with reserves and undivided profits of $8.8 
billion. The insured liability of the Insurance Corporation at June 30, 1959, 
was $48.3 billion ; it guaranteed financial protection of their savings to more than 
23 million savers who carried their savings in insured institutions of the savings 
and loan type. 

FUNCTIONS AND RESPONSIBILITIES 


The division conducts regular periodic and special supervisory examinations 
of all Federal savings and loan associations and those State-chartered savings 
and loan associations, homestead associations, and cooperative banks, the sav- 
ings or share accounts of which are insured by the Federal Savings and Loan 
Insurance Corporation. 

Noninsured member institutions of the Federal Home Loan Bank System are 
examined by the Division if they are not subject to State examination and 
supervision or have not been examined by the State authorities; there are six 
of these examinations in Maryland where there is no State supervision, and one 
in Georgia where the State has no savings and loan examiners. 

The division also examines applicant savings and home-financing institutions 
to determine their eligibility for membership in the bank system, insurance of 
savings or share accounts, or conversion from State to Federal charter. 

Public Law 895, approved July 3, 1948 (62 Stat. 1239), considers all neces- 
sary expenses of the Division of Examinations, in connection with the making 
of examinations, nonadministrative. 
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GROWTH OF INSTITUTIONS SUBJECT TO EXAMINATION 


The very rapid growth of insured associations was accelerated in fiseal 1959. 
The increase in volume of assets was the greatest in the history of the savings 
and loan business. The combined assets of these institutions amounted to ap- 
proximately $55.8 billion on June 30, 1959, an increase of $8.2 billion (17.2 per- 
cent) during fiscal 1959. The increase in assets in each of the 4 previous fiseal 
years was $5.5 billion in 1958, $5.2 billion in 1957, $5.3 billion in 1956, and 
$5.7 billion in 1955. The total increase in assets during this 5-year period 
was approximately 115 percent. It is estimated that the combined assets will 
increase $9.1 billion in fiscal 1960 and $9 billion in fiscal 1961, a total increase 
of approximately 32 percent in this 2-year period. 

The average size of insured institutions as of June 30, 1959, was $14.2 million, 
an increase of $1.8 million (15 percent) during fiscal 1959, and an increase of 
$6.6 million (87 percent) during the past 5 years. Many of these institutions 
have grown to great size. As of December 31, 1958, there were 15 institutions 
with individual assets in excess of $200 million, 43 additional institutions in 
excess Of $100 million, and 125 other institutions with assets from $50 million to 
$100 million. 

The volume of new loans made by insured institutions during fiscal 1959 was 
far greater than in any previous year. The total volume of new loans increased 
from $9.9 billion in 1958 to $13.8 billion in 1959, an increase of approximately 39 
percent. Further evidence of the magnitude of current lending activity is the 
fact that the volume of new loans made in fiscal 1959 exceeded the entire amount 
of mortgage holdings of these institutions at the beginning of calendar year 
1952. It is estimated that the new loan volume of insured institutions will con- 
tinue to increase, reaching $16 billion in fiscal 1960 and $16.5 billion in fiseal 
1961, with such institutions making approximately 40 percent of all new loans 
on one- to four-family homes. 

This tremendous growth and activity of insured institutions and the increas- 
ing problems associated with such growth accentuate the need of thorough ex- 
aminations on an annual basis. The following table evidences the extent to 
which the workload of the Division has been increasing. The table presents 
the number and assets of the institutions at the beginning of each fiscal year 
and the mortgage loans made during such fiscal year: 








—_——_ —- -— + ~ + rs - ———-—_—_—__— — 











| | 
Institutions | Actual, 1958 | Actual, 1959 Estimate, | Estimate, 
1960 | 1961 
x —~—— —-_~} —— _—- - — _ 
Number, beginning of year... et 3, 723 | 3, 832 3, 936 | 4, 036 
Assets, beginning of year. -_ (billions of dollars) $42.1 | $47.6 | $55. 8 a - $64.9 
Average size (millions of dollars) 11.3 | 12. 4 } 14. 2 | 16. 1 
New loans made __ (billions of dollars) 9.9 13.8 | 16.0 16.5 
Average volume new loans by each institution | | 
(millions of dollars) | 2.6 3.5 4.0 | 4.0 





STATUS OF EXAMINATIONS 


Examinations of insured institutions were on a 12-month average basis by 
the beginning of fiscal 1959 except for State-chartered institutions in four 
States. The special programs arranged with the authorities in these States 
resulted in the elimination of past-due examinations without disrupting the joint 
examination programs, This was accomplished during the first half of fiscal 
1959 while maintaining other examinations on a current basis. 

Examinations of both Federal and State institutions were on a current basis 
at the close of fiscal 1959. Only 3 of the 1,828 Federal associations and 33 of the 
2,108 State institutions had not been examined within 13 months with an addi- 
tional 39 Federal and 47 State institutions having reached the 12-month group 
as of June 30, 1959. A much larger number of associations had been examined 
in 11 months or less in order to avoid a fixed examination schedule and to pre- 
serve the important element of surprise. 

There were 3,892 supervisor examinations made in fiscal 1959. The average 
period between examinations, including those examinations which were past 
due at the beginning of the year, was approximately 11.8 months. The pro- 
grams and estimates for 1960 and 1961 contemplate the maintenance of this 
current status. 
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EXAMINING STAFF 


The workload analysis for fiscal 1959 showed the need, on an annual basis, for 
approximately 585 examiners, only 30 more than the number of examiners ag of 
June 30, 1958. These additional examiners were added to the staff during the 
first quarter of the year. The staff was not increased during the rest of the 
year, but recruiting was continued to provide necessary replacements. There 
were 584 examiners as of June 30, 1959. This net increase of 29 examiners 
during the fiscal year resulted from 91 appointments and 62 terminations. The 
ratio of total terminations to the average examining staff was 10.6 percent, 
This ratio is reduced to 6.6 percent if confined to voluntary resignations, 

The workload analysis for fiscal 1960 shows the need, on an annual basis, for 
638 examiners, 54 more than were available at July 1, 1959; there were 7 appoint. 
ments pending at that time. Recruiting will be accelerated to the extent 
necessary to meet the rapidly increasing workload. The tremendous growth and 
activity experienced by insured institutions during the last half of fiscal 1959 
and early 1960 will be reflected in the current year’s workload. It is expecteg 
that the increased workload will be even more noticeable in late 1960 and ip 
1961. 

WORKLOAD 


The workload table on the following page supports the need, on an annual 
basis, for 698 field examiners in fiscal 1961, an increase of 60 over the number 
required in the current fiscal year. Additional examinations and increased 
examination time account for the heavier workload. 

It is estimated that there will be 4,276 examinations made in 1961, an increase 
over 1960 of 20 Federal examinations and 55 State examinations; there is no 
change in the number of eligibility and member examinations to be made. 
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Workload 
cee 
, for Actual, 1959 Estimate, Estimate, 
. 1960 1961 
is of ee oo a — = 
' the tae 
the Federal associations: 
h Ten nT en ee 1, 787 1, 828 1, 873 
ere New associations and additional examinati eee er eer. 113 100 75 
hers monn a nnn 
Th Total examinations to be made--.-....--- Pec nck seen 1, 900 1, 928 1, 948 
e ID MONE. wus Sed agnuinlone nds ncpenennierei tes dein ie 85 8 1, 928 1, 948 
‘ent, Pe ge Sgtrevey Ss Lehto. 
AIS 2000 SUMED. «a ccrcecass=acchntimenonmionsinen 42 0 0 
| for Insured State associations: 
Int. SNOT G0 ROOINEIONS 0 oe meee |... ln ccccccemnsmmennee 2, 045 2, 108 2, 163 
tent New associations and additional examinations--~.-........- 69 75 75 
and Total examinations to be made_...__....--..__--.- sd 2,114 | 2, 183 2, 238 
1959 NN CUD teconaentiddh duttbaenescomneansuinas 2, 034 | 2, 183 2, 238 
C —_—_—__— |———_____ NS 
1 I aia aliases eee tins 80 0 0 
; in == = : =  — === 
Eligibility and member examinations-_-............-....--.-- 86 | 90 | 90 
Federal associations: | 
ual i ah eternal cena chicane niniuaneinsinen | 1, 858 1, 928 1, 948 
a Average man-days per examination..............-...-._- 43.8 46.8 50.0 
iber I a wld eeiiaecberenialaniniwnll 81, 380 90, 230 97, 400 
sed Insured State associations: | 
Examinations made__.__...- si ieiicnsic dice eat as os 2, 034 2, 183 2, 238 
Average man-days per e xamination- mail : ee 21.8 | 23.3 25.0 
ase Total man-days required... cctindndenaencedddtasecs 44, 341 50, 864 55, 950 
no Eligibility and member examinations: 
Examinations made. E eeiniacee Bena aadacaiee | 86 | 90 90 
Average man-days per a. : 19.9 | 20.0 20.0 
I IL ON cow amensainee 1, 710 1, 800 1, 800 
Man-days required for: 
COE... 26-5 a bameseweawececdccdccusteecenen 81, 380 90, 230 97, 400 
Insured State associations... -..... : “ | 44, 341 50, 864 | 55, 950 
Eligibility and member------.--~--- 1,710 1, 800 1, 800 
ET MIPWROUNS <5. 52 cccececckousesuccndseetancaLee 309 | 300 300 
Total man-days required --_-_---- incaikans Sib Seaadacalaoeidabipd 127, 740 143, 194 155, 450 
Examiner working days each year. -.-........-.-..-..-------..- 221 | 220 219 
Personnel required: 
Examining personnel 578 650 710 
Less: Chief examiners 2 | 12 12 
PI seo iicubielanies dduweinetewninds 1 566 638 698 


1 Does not include 15 man-years used for “special examinations,” 


Mr. Tuomas. Mr. Bonesteel, as long as you stay right around 12 
months on your examinations, we are going to meet your grounds. 

Off the record. 

(Discussion off the record. ) 
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FEDERAL Savincs AND Loan INSURANCE CoRPORATION 


Program and financing 


1959 actual 


Program by activities: | 
Administrative expenses: 
nn na a aes $141, 084 


78, 287 
iy See I no oon cacieedacccasusasebial 277, 445 


(d) Executive direction and fiscal and other admini- 








| 
Fee Oe BE NR iomncennsacbotcnsigencinenecest 241, 155 
Total accrued administrative expenses. __-____. | 737, 971 
Financing: Unobligated balance no longer available 12, 629 
I Set kee ek ta a8 een A a hs g 750, 600 | 
Object classification 
a camel 7 neseeunienns 
| 1959 actual 
Total number of permanent positions__-- ; oa 97 
Full-time equivalent of all other positions. __. ail 1 
Average number of all employees - -_-_- -- j 85 | 
Number of employees at end of year---- : 86 
Average GS grade and salary_.._____. aa 72 


01 Personal services: 
Permanent positions_.- 


Positions other than permanent - - 2,4 
Other personal services - - - 12, 456 
Total personal services 5€9, 485 
Deduct portion not chargeable to limitation 96 
Net personal services -_ -__--- , ei 560, 389 
02 Travel_- : atic areata 10, 155 
03 Transportation of things------- ; ; ‘ 4 
04 Communication services _- “ , ue 14, 356 
05 Rents and utility services __- ‘ 38. 209 
06 Printing and reproduction. - : : 18, 023 
07 Other contractual services - - -- : : ; 4, 689 
Services performed by other agencies - - --___- 2, 166 
68 Supplies and materials__...____- oe ‘ 5, 122 
11 Grants, subsidies, and contributions. --_- 2 35, 806 
5 Taxes and assessments..-__- 52 


Total accrued administrative expenses - - 


1960 estimate 





— 


1961 estimate 
| ie 


| 





| $153,100 | $156,179 

85, 839 | 84, ROR 

281, 204 | 298, a02 
} 254, 857 | 260, 211 
| 775, 000 | 800, 000 
Febcoess wna] een n en en een, 
775, 000 800, 000 


1960 estimate 


94 

1 
RO 
89 


5, 568 
, 210 
1.044 
8, 546 


5, 800 


595, 800 
15, 400 


100 | 


14, 600 
39, 850 
19, 600 


7. 600 | 


37, 600 
6, 850 
37, 500 


100 } 


», 000 


» | 1961 estimate 


W 

1 

91 

4 

$6, 656 





zx 


$611, 634 
1, 031 
8, 435 


621, 100 


621, 100 
15, 400 
100 

14, 600 
41, 100 
19, 500 
12, 600 
30, 500 
5, 600 
39, 400 
100 


800, 000 


Mr. THomas. Now, on Federal Savings and Loan Insurance Corpo- 
ration, insert in the record, pages 93 through 96. 


Exp 
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(The pages referred to follow :) 


B. Statement of income and expense 




















mate 1959 actual | 1960 estimate | 1961 estimate 
—. —— | I cccaicens eas hetiniaahearsiecae 
Income: 
6 Insurance premiums and admission fees earned _.........- $35, 230,957 | $41, 499, 900 $47, 709, 800 
: 179 Interest earned on U.S. securities..............------.---- 7, 249, 002 8, 607, 000 10, 239, 500 
= IONAMIN 88! fo 0 Seer fos Jt | aes gee dee ts 1, 096 | 1, 100 1, 200 
0,211 IE IIUNIIG,. « - dncindtbhicincecakamasadeeeniuncadcdeakouae | 42, 481,055 _ 50, 108, 000. 57, 950, 500 
Expenses: 
0, 000 Administrative expenses................-.-.-------------- 737, 971 | 775, 000 800, 000 
— Payments to Federal Home Loan Bank Board: 
0, 000 enn SD ed ee eneenebeume 667, 519 738, 000 871, 500 
, Conservatorship, 8.R.I.C. and other................-- GQ Ree Ey) ee 6 ee 
7 i I i gk Bt a 1,419,375 | 1, 513, 000 1, 671, 500 
Loss on assets acquired to prevent default_................|-...-...._-- | 40, 000 40, 000 
NI cE... upduenddihcacnade dh eititnadcnsndanae 9, 436 13, 300 16, 300 
J Increase or decrease (—) in allowance for losses on assets 
acquired through prevention of default and payment of 
nate IT tnsiis bia Ac uhbabighensientgnanesiseisiebninininginsatwiacied Bewarglet ss oehe —40, 595 —40, 000 
4 DR cco Bcc ccd adaes oncbidubabuebesesnss A, 428, Sil 1, 525, 705 1, 687, 800 
. ree See Bir Te go cccnnnclecoveaminseenccenes Ce 052, 244 | 48, 582, 295 tgs 56, 262, 700 
{ 
5 O54 ANALYSIS OF RETAINED EARNINGS 
1, 634 Retained earnings, beginning of year................-.....-.-- $265, 206, 573 | $305, 410, 474 $354, 001, 397 
1 03) Payment of return on capital stock to Treasury-_-.-_-_- ieee we O06 $-5 632th tee 
: 435 Charges and credits applicable to prior years____._.- aineieenane —83, 048 8, 628 
1, 100 Retained earnings, end of year_..........-...--..------- 305, 410,474 | 354,001,397 | 410, 264, 097 
1, 100 
5, 400 
100 
t, 600 
1, 100 
9, 500 
2, 600 
), 500 
5, 600 
», 400 
100 
), 000 


9 





72 





C. Statement of financial condition 





ee 
































305, 852, 430 


1958 actual | 1959actual | 1960 estimate | 1961 estimate 
ee eee | OO eee ic ca A Naam ce |—_————_ 
ASSETS | 
! 
ON I ee aero $2, 500, 826 $1, 348, 762 $857, 592 | $1, 225, 115 
Accounts receivable... ....-..-.-.------------ 8, 533, 850 11, 285, 436 13,177,401 | 15, 309, 40) 
Deferred charges. -_----- Sih inn iecaniee 401, 432 2, 012 164 "164 
Investments in U.S. securities (par) -.-----.--- 294, 350,000 | 311,000,000 | 361, 000, 000 418, 000, 000 
Assets acquired through prevention of default / : a a 
and payment of insurance: 
Assets purchased to prevent default of in- | 
sured institutions. .__.............- 139, 877 134, 223 T S6B Avetacast 
Pending and unclaimed insured accounts | 
in liquidated institutions___._.---- 7, 040 7, 08D Ancitiensy wee 
Less allowance for losses._........--------- 80, 595 80, 595 40, 000 Ee 
————_—— —|-——_——___|— ——|—_—_____ 
Net assets acquired - -.........-....-.-- 66, 322 60, 668 27, 123 is. 
== =  —— <5 —______- = | Ss | —=—=—== 
Furniture, fixtures and equipment. _- cis 98, 041 103, 615 | 113, 615 125, 115 
Less portion charged off as depreciation - - - .-.- 98, 041 103, 615 113, 615 125, 115 
Net furniture, fixtures, and equipment wucitiabaiiten oie <aial a eal cana 
Total assets...........------ Sheds _..--| 305,852,430 | 323, 696,878 | 375,062,280 | 434, 534, 689 
LIABILITIES 
Comrnt Matias... cnc ctisdcddinete ens 92, 242 154, 351 141, 930 | 147, 130 
Deferred credits: Unearned insurance pre- | 
AY semeregnentenrere nage stapeneramememensie: 15, 752, 615 18, 132,053 | 20, 918, 953 | 24, 123, 453 
Total liabilities.............-.....- ios 15, 844,857 | 18,286,404 | 21,060,883 | 24, 270, 583 
INVESTMENT OF U.S. GOVERNMENT “a 
Non-interest-bearing investment: 
Capital stock (held by U.S. Treasury) - - -- eee iewentnaupanen wutadiians 
Retained earnings: 
Reserve for insurance losses. -........-- 264, 441, 278 305, 410, 474 354, 001, 397 410, 264, 007 
Reserve for return on capital stock - -__-. FU OND Cbewcnenaccckas erases sn averciircenill ts rie sook ae 
Total investment of U.S. Govern- 
Re NS Sai a SRE cee 290, 007, 573 305, 410,474 | 354,001, 397 410, 264, 007 
Total liabilities and investment of i eu ‘a 
Os ic cccncaasasennes 


323, 696,878 | 375,062,280 | 434,534, 680 








Program highlights 


{Dollars in millions} 














Description Actual, 1959 | Estimate, Estimate, 
| 1960 | 1961 

Insured institutions: | 

adc ceelncbuercstiacaciniaiiaioaiah 3, 936 4, 036 4, 136 

ail tah dain ee ReeeCendetaiuomnennincouns $55, 808 | $64, 900 | $73, 900 

I aia eeieininnalinte $48, 349 | $56, 000 | $63, 700 

Reserves and undivided profits. .......................... $3, 763 | $4, 300 | $4, 900 
Insurance Corporation: Reserve for insurance losses - - ..-_..-- $305 $354 $410 

1 
INTRODUCTION 


The Federal Savings and Loan Insurance Corporation insures savings accounts 
up to $10,000 for each saver in Federal savings and loan associations and in 
approved State-chartered savings or building and loan associations, known in 
some sections of the country as cooperative banks and homestead associations. 

The budget of the Insurance Corporation is based on the need for mainte- 
nance of its operations in a current status and on the assumption that there 
will be no basic change in economic conditions during the budget year. 

The budget program is designed to permit the Corporation to handle its vari- 
ous insurance activities and to protect the savings of people invested in insured 
associations of the savings and loan type. 
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SUMMARY 


A comparison of the estimate for 1961 with the limitation for the current 
fiscal year and with actual expenses for fiscal 1959 is afforded in the following 


table: 


ee ee 





Description Actual, Estimate, Estimate, 
1959 1960 1961 

——— 
CC re 97.0 94.0 94.0 
Ph cnaaconttabisveannmitatenoeensnstutenknsemennemeaan 83.6 87.8 90.4 
INI 6 APL Ss Ann llesanilomanelbenin $569, 389 $595, 800 $621, 100 
DD... ccniencvtrscscoenescscnscocesensvnesensauteses 168, 582 179, 200 178, 900 

Total, administrative expenses_.......................-- 737, 971 775, 000 800, 000 


a ssss999898)90 0. 


As shown, the Corporation requests authority to expend up to $800,000 of its 
corporate funds for administrative expenses in fiscal 1961. This is an increase 
of $25,000, or 3.2 percent over the amount authorized for the current fiscal 
year. Of the increase, $25,300 is in personal services; other expenses reflects 
a decrease of $300. The estimate provides for no increase in positions but a net 
increase of 2.6 man-years. 

Personal services.—Justification of the need for the net increase of 2.6 man- 
years will be found beginning on page 120. 

Other expenses.—Justification of the need for the increases and explanation 
of the decreases reflected in other expenses will be found beginning on page 128. 


NEW HEALTH PROGRAM 


Mr. Tuomas. What is the estimated expense this year for the new 
health program’ Where is that set out? 

Mr. Corcoran. That program will cost the Insurance Corporation 
$5,000, $12,600 for the Board and $45,300 for the Division of Ex- 
aminations. 

Mr. Tuomas. How much is the total ? 

Mr. Corcoran. $62,900. 

Mr. THomas. What prompted you to arrive at that figure ? 

Mr. Corcoran. We followed the suggestion or instructions of the 
Bureau of the Budget on how to determine the cost of the health 
program. 

Mr. THomas. What does the Bureau of the Budget suggest ? 

Mr. Corcoran. That 90 percent of the employees would join. 


OTHER EXPENSES 


Mr. Tuomas. All of your “Other objects” are listed, beginning on 
page 128; is that correct? Do you have a composite here for “Other 
objects” ? 

Mr. Corcoran. On page 114. 

Mr. Tuomas. No; do you have a composite table for all three? This 
is for the Insurance Corporation only. 

Mr. Corcoran. On page 8 we have all three. 


COMPARATIVE SUMMARY OF ADMINISTRATIVE EXPENSES 


Mr. Tuomas. Allright. Put page 114 into the record, and you say 
you have it on page 8? 
Mr. Corcoran. Yes. 
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(The page referred to follows :) 


Comparative summary of administrative expenses fiscal years 1959, 1960, and 1961 


1959 actual 


1960 estimate 1961 estimate 


a 








Average | Amount | Average | Amount | Average Amount 
| number | number number | 
Personal services 
Office of General Manager ---_-........- 11.8 | $92, 124 13.6 | $103, 435 14.0 | $105, 969 
Underwriting Division._.............- 15.2 | 115,032 16.0 | 122, 264 | 16.0 | 124, 329 
Insurance Settlement and Rehabilita- c 
tion Division.._.._.__.-....__-- f 8.0 | 67,531 | 8.4 | 72,705 | 8.0 71, 434 
Operating Analysis Division.......... 34.0 192, 503 | 35. 8 197, 380 38. 4 217, 784 
Comptroller’s Division -._........--- 14.6 102, 199 14.0 | 100,016 | 14.0 101, 584 
—_——— - ——|— —_ —|— ——— |———__. 
OD, NE OO ne  eenneeecscccny= 83.6 | 569, 389 | 87.8 | 595, 800 | 90.4 | 621,190 
—=SSS | = = = = => > ————— 
Other expenses 
J ee 10, 155 J 7g =e 15, 400 
03 Transportation of things. ---......|-...---..- Bas 100 |_. 100 
04 Communication services-_-_......|.....-.-. a 14, 600 14, 600 
05 Rents and utility services___..__-- etch tenth 38, 209 |....... 39, 850 |... 41, 100 
06 Printing and reproduction._----. 18, 023 19, 600 19, 500 
07 Other contractual services. ---_-__| 4, 689 7, 600 12, 600 
Services rendered by other | 
Government agencies. ........}.......-..- 42, 166 37, 600 30, 500 
08 Supplies and materials_........._. 5, 122 6, 850 5, 600 
11 Grants, subsidies and contribu- 
tions; contributions to Civil | 
Service Retirement fund..-_. | 35, 806 37, 500 39, 400 
15 Taxes and assessments............/-...-..-.. §2 | 100 10 
Total other expenses__-_---_--.-- Ba 168, 582 179, 200 178, 900 
" ‘ ite 
Total administrative expenses __|.........- es . i ee 775, 000 800, 000 
OTHER OBJECTS, FEDERAL HOME LOAN BANK BOARD 


Mr. Tuomas. But you do not have the “Other objects” broken 


down? 


Mr. Corcoran. Yes, sir—not on that page. 


ferent pages, 38, 82, and 114. 
Mr. Tuomas. You do not have it broken down on one page ? 
Mr. Corcoran. No, sir. 
Mr. THomas. All right, Mr. Reporter, put page 38 in the record 


first. 


They are on three dif- 
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(The page referred to follows :) 


Comparative summary of administrative expenses fiscal years 1959, 1960, and 1961— 
Continued 





| 1959 actual |1960 estimate |1961 estimate 


a 





pr expenses: | | 
other a eal ell A ee alae ae ‘ F IE $44, 150 $53, 000 $57, 000 
Transportation of things i riciparpctaneiegsieeslenieitiitiniveenilaasinati 374 | 900 | 1, 000 
Communication services a a nal pecan anal ae 33, 422 36, 700 37, 300 
Rents and utility services___- Piiamaa Be 109, 645 | 128, 200 153, 000 
Printing and reproduction ; aaadaliion gabe 4, 695 5, 000 5, 500 
Other contractual services ashanieirn ie dieienteaemeiienalll 7, 927 | 9, 650 23! 575 
Services performed by other agencit MR. eachcccuatenan 9, 097 | 12, 800 | 12, 745 
Supplies and materials.. - oe is : lie Wades 48, 267 50, 000 | 53, 000 
Equipment a ee ee | 26, 845 1, 725 19, 750 
Grants, subsidies, and contributions___-_-..--------------| 84, 346 95, 250 | 107, 250 
Refunds, awards, and indemnities-_-___.._- iain | 0 1, 500 | 2, 500 
Taxes and assessments......-....-_- . ee | 406 | 500 | 500 
meni Rn rer OE oe ae i peeentaaaraiaiale 369, 174 | 395, 225 | 473, 120 
Total gross expenses... ..- scala intnnd 1, 705, 469 1, 865, 000 | 2, 140, 000 
Reimbursements from othe: accounts. icin aed ht eet elecnt detain wateieae 79, 638 65, 000 65, 000 
IS i a hia 1, 625, 831 1, 800, 000 | 2, 075, 000 





eS oo pucnaeeepeeeebgpencanmmnna as — a a 


Mr. Tuomas. Now this is for the Board: 

“Travel” goes from $53,000 to $57,000 and it was $44,150 in 1959. 

‘Rents and ut ility services” jumps from $128,200 to $153,000. Why 
are your rents and utilities jumping so much? 

Mr. Roperrson. We are using more space. 

Mr. Tuomas. “Supplies and materials” jumps from $50,000 to $53,- 
000, and “Grants” from $95,250 to $107,250. Is that your new health 
program ¢ 
Mr. Corcoran. No, sir. Grants include the retirement fund. That 
the civil service retirement fund. 

Mr. THomas. Where is the new health program ? 

Mr. Corcoran. “Other contractual services. 

Mr. Tuomas. Your “Other contractual services” goes from $9,650 to 
$23,575. ‘There is nothing you can do about that. 
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OTHER EXPENSES, DIVISION OF EXAMINATIONS (NONADMINISTRATIyp 
EXPENSES ) 


Mr. Reporter, let us put page 82 in the record. 
(The page referred to follows:) 


Comparative summary of nonadministrative expenses fiscal years 1959, 1960, and 
1961—Continued 

















Actual 1959 | Estimate Estimate 
1960 1961 
= sisineenantg lite 
Other expenses: 

a a le stimmichedatll $1, 520, 630 $1, 997, 000 $2, 027, 600 
EES OS ee eae 4, 495 5, 000 5, 000 
Communication services_..............-----.-- ny maameinig 97, 052 100, 825 103, 700 
EROS GE Grey SERVING ok nnn eecenecnnns nivel 72, 606 82, 550 97, 100 
Printing and reproduction. -.-...-.----- ee ete 12, 457 12, 400 12, 500 
Other contractual services - - -- sedeceiniadieinis Ramideded 16, 431 20, 155 68, 000 
Services performed by other agencies.....-....------- 297 750 600 
a emine scree 162, 583 180, 000 207, 500 
ee i  eenennmanebeniniep 22, 506 25, 050 27,175 
ON EEE TEE winiitiniarsescaealialeele ibid 18, 051 23, 430 19, 000 
Grants, subsidies and contributions. ey 267, 820 318, 600 362, 000 
Refunds, awards and indemnities.._............----.--- 0 1, 500 2, 500 
tithes cuncceccten=tenrecnscosktreene 75 300 300 
I I i octet acccnindenbeduncdsdaccdinnt 2, 2, 195, 003 3] 3 767, 560 2, 932, 975 
I tie, Bat roa. lal nalbaeainentn weuwieaniesilon 6, 7, 094 [ 7, 700, 000 8, 537, 000 





Mr. Tuomas. This cost of traveling is going up a little bit all the 
time. 
FIELD OFFICES 


On “Rents and utilities,” what more space are you getting? Where 
is the space located ? 

Mr. Bonersrret. In several different offices, but the rate per square 
foot per annum is going up and we have no control over that. 

Mr. Tuomas. Is it all inthe District of Columbia? 

Mr. Bonesteev. No, sir; out in the field, the examining offices are 
in the field. 

Mr. Tuomas. How many field offices do you have ? 

Mr. BonestEeEt. We have 15. 

Mr. Tuomas. Where are they located ? 

Mr. Bonesteet. I am sorry—there are 12 district offices. 

Mr. Tuomas. Are they located with your member banks? 

Mr. Bonesteex. That is right. We also have two in the Pittsburgh 
district, because there is a branch of the bank in Philadelphia. We 
have one at San Francisco, one at Portland, and one at Los Angeles in 
the San Francisco bank district. 

Mr. Tuomas. Well, your examining offices are generally in the 
same location or the same town as the 11 banks but in addition, you 
have2 more. Where are those two located ? 

Mr. Bonesteet. We have—or there are 11 banks. We have the 
Pittsburgh District, the third district, we have Philadelphia as well 
as Pittsburgh. That is one more. 

In San Francisco we have an examining office at Portland and one 
at Los Angeles and the bank is located at San Francisco and we have 
an office there, so that is another one. 
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Mr. Tuomas. We thank you very much. It is always nice to spend 
some time with you people. We always enjoy meeting with you. 
Mr. Rosertson. Wethank you, Mr. Chairman. 


TueEspAy, J ANUARY 19, 1960. 
NATIONAL CAPITAL HOUSING AUTHORITY 
WITNESSES 


WILLIAM R. SIMPSON, DEPUTY EXECUTIVE DIRECTOR 
ALBERT J. HASKELL, DIRECTOR OF ADMINISTRATION 
HERMAN EDWARDS, BUDGET ANALYST 

HOWARD SCHLADT, LAND ACQUISITION OFFICER 


SALARIES AND EXPENSES 


Program and financing 








1959 actual | 1960 estimate 1961 estimate 
; 


Program by activities: Operation and maintenance of title I 


SNE OHUR UIE OLNMINCNOIIED 6 swe case cnccatoanns-sasencncses $37, 920 $40, 000 $41, 000 
Financing: eae 
NR co aaincenacreeiernsessaeteessnatnene aot 38, 000 | GI pinmscnccccns 
ARNON a ocnscns aacwencnsesun|inestanencecegnloonsusesecents 47, 000 
Unebligated balance carried forward ___-- a ee ae —4, 000 


Cc apite al transfer ‘(payment of prior year rental rece ipts to 


UNIED 8 ee 8s. . cacedcowd dct <ineeeasnciembanse dls disescmuacdon cialis at iminiiicit 2 
Unobligated balance no longer available. ..............--- Dh acinive ioe aarhad en ree eee 
Financing applied to program..................---.----- 37, 920 | 40, 000 | 41, 000 





Object classification 


1959 actual 1960 estimate | 1961 estimate 


| - SS [ —— 


Average number of all employees | 5 | 5} 5 
Number of employees at end of year | 
Paid from general fund 5 | 5 | 5 
Paid from trust fund | 305 | 325 315 
= - } j= — 
Average GS grade and salary | 6.6 $5,693 | 6.6 $5.7 )| 6 6. 6 $5, 770 
Average salary of ungraded positions $4, 301 | +4, 425 $4, 485 
= = ——_———_ | — = ———— 
01 Personal services 
Positions other than permanent $21, 420 $21, 630 $21, 330 
Other personal services | 740 750 750 
Ne ee 22, 160 | 22, 380 22, 080 
02 +Travel ae 40 40 40 
04 Communication services lable idenpaadaeigele 200 200 200 
05 Rents and utility services a 7, 265 6, 830 9, 230 
06 Printing and binding 30 30 30 
07 Other contractual services os : cis 3, 903 4, 140 3, 000 
i Cr GOMt SRENONNINE. . n+ -0cnnccoasencenasesuseeusane= : 2, 646 4, 740 4, 540 
09 Equipment scp whinaitedins dive tain 330 260 700 
11 Grants, subsidies, contributions...._----..----- nadine 1, 346 1, 380 1, 180 
ee NE a saicticrn cn teadecccscacnenneseuplenestn 37, 920 40, 000 41,000 





Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have with us this morning the National Capital Housing Au- 
thority. It is a pleasure to have with us our old friends here, Mr. 
Haskell and Mr. Edwards and Mr. Simpson. 
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Mr. Simpson, I understand our friend, Mr. Ring, is ill. We regret 
his illness. Weall wish him a speedy recovery. 

Do any of you gentlemen or all of you have a statement for us? Tf 
you do, we will be delighted to listen to it. 

Mr. Srmprson. Mr. Chairman, your committee and you particularly, 
I believe, are familiar with the purpose and activities of the Na- 
tional Capital Housing Authority. 

Mr. Tomas. Yes; we are all quite cognizant of the details of the 
programs, and so forth. Go ahead. 

Mr. Stupson. I do not want to be repetitious or take your valuable 
time. The Authority is the public housing agency for the District 
of Columbia. 

Mr. Tuomas. Tell us something about your general problems, 
What progress are you making in this field of public housing? How 
is the program working out? What about the types of structures that 
you built 15 years ago? How are they panning out? Are they satis- 
factory or do you need different types of structures? Do you need 
newly constructed buildings? Of the units now on the drawing board, 
are they multifamily units? Tell us generally about. the situation, 
When will vou satisfy the needs of the District of Columbia for 
housing, and so forth? Are your problems becoming more acute? 
Are you meeting them? And what not, information along that line. 


NEED FOR LARGE DWELLINGS 


Mr. Stupson. Well, actually, right now I would say there are two 
problems, one of which is the immediate costs and the other the 
scarcity of sites for public housing in the District of Columbia. The 
greatest need is for the large units for displaced families. 

I think in the Southwest area right now there are about 18 families 
that need bigger than 5-bedroom units, which we have not been able 
to build under the present program, and particularly with the admin- 
istrative costs limits established. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tromas. Do you care to make a guess of the moveouts by vir- 
tue of the purchase of a house or overincome on a percentage basis? 

Mr. Stmpson. Well, we had in November six move-outs for the 
purchasing of houses; three in October, three in December. 

Mr. THomas. How many moveouts would you say for overincome? 
Less than that or more? 

Mr. Srwpson. I would say approximately the same, maybe more. 

Mr. Jonas. Mr. Chairman, would you yield right at that point? 

Mr. Tromas. Yes. 

Mr. Jonas. What kind of families need five bedrooms? How many 
children and what are their ages? 

Mr. Srvpson. The District of Columbia Code permits occupancy 
of a five-bedroom unit by 10 people. 

Mr. Jonas. Eight children ? 

Mr. Srvreson. That would be eight children and the mother and 
father. 

Mr. Jonas. How many applications are there for five-bedroom 
units! 
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Mr. Stmpson. 606. 

Mr. Jonas. Applications? 

Mr. Simpson. Yes; 606 as of December 31. 

Mr. Jonas. For five-bedroom units? 

Mr. Stmpson. That is right. 

Mr. Jonas. What would be the income of those families? 

Mr. Stmpson. I do not have those figures, sir. They would average 
under $4,500 a year. 

Mr. Jonas. How do they clothe and feed that big a family if in- 
comes are so low as to entitle them to public housing? 

Mr. Srmpson. That is really a problem that I do not understand. 
They get a $600 deduction from income taxes, I suppose, $600 for 
every child, but it is quite a problem. 

Mr. Jonas. I am not worried about the income tax facet of it, but 
how they are going to pay the grocery, provide clothing, medical 
attention, and so forth ¢ 

Mr. Simpson. That is right. 


RENT COLLECTION 


Mr. THomas. What number or what percentage of the total popu- 
lation in public housing do the public bodies have to make a contri- 
bution for the payment of rent ? 

Mr. Simpson. You mean what does the subsidy run? 

Mr. Tuomas. No. 

Mr. Stmupson. Do you mean public assistance? 

Mr. Tromas. There are tenants who cannot pay the rent, even 
though it is subsidized rent, and the public, of course, or some charity 
organization, or whoever they may be, have to pay you that rent. 
What is that number of those who cannot pay the rent ? 

Mr. Stwpson. Well, I do not follow you, Mr. Chairman. We do 
have evictions every month for nonpayment of rent, but they do not 
run too great. 

Mr. Tuomas. Well, you do not evict them the first month that 
they are delinquent, do you? 

Mr. Srmpson. No. 

Mr. Tomas. For how long a period of time do you let them stay 
there without the payment of rent, before you evict them? 

Mr. Srupson. It depends on the conditions entirely. We found this 
out: that if we get after them for 1 month’s rent it is easier with fam- 
ilies in that economic situation for us to work with them, say for 
$25 or $50 on account payable, than to let it run up fo $100 or $150, 
because then it is practically impossible to collect it. 

Mr. Tuomas. Do not public agencies in the District of Columbia 
help pay their rent when, through sickness, or no fault of their own 
they are not able to do it? 

Mr. Srurson. Yes. If they qualify for public assistance or aid 
to dependent children, they do come to their aid, and the Salvation 

Army and some of the churches come to their aid. 
Mr. Tromas. For how many months would they come to their 
aid ? 

Mr. Stupson. They usually pay a month’s rent. 

Mr. Tuomas. Is that the extent of it? 
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Mr. Srpson. They might work out a system of payment with us 
if the people deserve it. 

Mr. Tuomas. Then they assist them for month after month, 6 or 
8 months or a year? 

Mr. Srmpson. No. 

Mr. Tuomas. For how many months would they do it? 

Mr. Stmpson. I do not think it works out over an average of more 
than 2 to 3 months. I am speaking now only by estimate which 
does not include families on public assistance. 

However, the Director of Management would be in a better position 
to answer that question. 

Mr. Tuomas. Well, your guess is all right. You can straighten out 
your guesses in the record later. 

Mr. Srpson. There is no question but that it is a problem and 
we try to work it out with the people if we can. 


APPLICATIONS AND VACANCIES 


Mr. THomas. How many applications do you have on file now 
for some type of quarters that you are not able to supply ? 

Mr. Srmpson. As of December 31 we had pending investigation— 
I mean total applications of 5,653. 

Mr. Tuomas. Over and above the number of units you have avail- 
able? 

Mr. Srvpson. Yes, sir. Now, pending investigation, 5,219. In 
other words, we investigate or keep a current number of about 400 as 
we get vacancies and turnovers. 

Mr. Tnomas. I wonder if you would be good enough to put a table 
in the record for the last 10 years showing the number of available 
units as of January 1 of each year, beginning back in 1950, and so on, 
through December 31, 1959, and also the number of applicants at the 
end of the year, for each year. Do you have those records there 
available now? 

Mr. Hasxe.u. About the best we can do on available units is for the 
last 2 years. The records of turnover by size of unit prior to that are 
rather unreliable, but we have an accurate record of the turnover of 
units becoming available since July 1, 1957. 

Mr. THomas. What do you mean by “the records are unreliable”! 
You ought to know how many you had 10 years ago, how many units 
7 years ago, and how many units last year. 

Mr. Haske.y. The turnover record was not as straight as it is for 
the past 2 years. 

Mr. Tuomas. I am not asking about turnover, but the number of 
units you had available for occupancy and the number of applicants 
you had to get into those houses. 

Mr. Haskexxi. Wecan give you that figure. 

Mr. Tuomas. Can you read it into the record now? 

Mr. Hasxett. I do not have the total number by years back prior 
to 1958 fiscal year. I have it for 1958 and 1959. 

Mr. THomas. What was it in 1958? 

Mr. Hasxetu. The total number of units available June 30 of 1957 
was 5,295, 1958 was 5,949, and 1959 was 6,827. 
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Mr. Tuomas. At the end of 1958 how many applicants did you have 
for those 5,949 units? 

Mr. Hasxeui. The applications on hand on June 30, 1958, were 
5,637; on June 30, 1959, 4,671; and on December 31, 1959, 5 653. 

(The complete table requested i is as follows :) 














Dwellings Applications | Dwellings | Applications 
End of fiscal year under on hand End of fiscal year under on hand 
management management 

SS eee 3, 245 Oe Eh) See bw dadensaers Ss ataie | 4, 902 5, 675 
Re oi ennewdent. 3, 245 ‘Ab ee ee ees 5, 292 5, 936 
eS sed cde awn : 3, 245 5,067 ti 3067....... aes 5, 295 4, 420 
eS bc wai : 3, 607 ee eo eee bid 5, 949 5, 637 
eee 4, 652 ee fF Bde naiiaciincennns 6, 827 4, 671 





Mr. Tuomas. How many units did you have for rent on December 
31,1959 ? 

Mr. Haske.y. We had 7,267 total units. That included some units 
that had recently come into occupancy or were taken over from the 
contractor. We had 403 units vacant at that time. That was a large 
number of vacancies because of the large number of units that had 

recently been constructed. We had not filled them yet. 

Mr. Tuomas. Even though you had 5,000 applications for them ? 

Mr. Haskewu. That is right. They just came to us within that 
time. 

SCREENING OF APPLICANTS FOR ELIGIBILITY 


Mr. Tuomas. Well, Mr. Jonas suggested that you could add to the 
table the number of eligible applicants. 

Mr. Jonas. I would like to suggest, if you can, that you add the 
number of eligible applicants. 

Mr. Tuomas. That would be a guess figure, would it not? The only 
thing you can go by is the number of applicants that you have. 

Mr. Hasketu. We have the total number of applicants, but we only 
process them to determine final eligibility as the units are becoming 
available to accommodate them. 

Mr. Tuomas. Well, you review this problem every day. What 
would be your guess as to the number of those who are actually eligi- 
ble, over and above the 5,000 filed applications. Would it be another 
5,000 or 6,000 ¢ 

Mr. Haskeiyi. Yes. As a matter of fact, the intake of applications 
is slow for the reason they know we do not have the units available 
for them. 

Mr. Jonas. Pardon me, Mr. Chairman. I meant if the 5,000 were 
actually eligible. 

Mr. Srmpson. We have only processed about 300 of those 5,000 to 
determine eligibility. 

Mr. Jonas. How many ineligible did you find out of the 300 you 
processed ¢ 

Mr. Simpson. Very few. 

Mr. Tuomas. What he was saying is that 5,000 are eligible and an- 
other 6,000 have not filed applications, who are eligible too. The rea- 
son ne did not file is that they know they do not have the units 
available. 
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Mr. Smurson. There is little fallout at the moment. Most of them 
are found eligible when we process them. 

I can cite an interesting case, Mr. Chairman, with respect to one 
of the houses at the new Kenilworth Courts. We have five- bedroom 
units in that project on Kenilworth Avenue, near the District line, 
and we housed this family in one of the five- bedroom units. I think 
they made their initial application for housing with the authority 
about 1954. At that time they needed a two- - bedroom unit. The 
years went by. We finally got the housing they needed, a five-bed- 
room unit. The family had increased that much over the years 
while on the authority’s waiting list. That is illustrative of the situ- 
ation we run into with respect to these applications. 


RACE OF OCCUPANTS 


Mr. Evins. What percentage of your present occupants are white 
people and what percentage are colored people. 

Mr. Siapeson. Approximately, I would say 85 percent colored and 
15 percent white. 

Mr. Evrns. Is the colored percentage increasing all the time? 

Mr. Srupson. Yes, sir. 

Mr. Evins. Are you anticipating more than 90 percent occupancy, 
and over what period of time? 

Mr. Stmpson. That would be hard to say. 

Mr. Evins. Can you project it ? 

Mr. Srpson. I guess the District is going in that direction. From 
all I read in the newspapers, the higher income families are moving 
to the suburbs and unless we have an urban renewal] program st: rted 
and get it moving, that is the general trend. 


FUTURE NEEDS 


Mr, Evins. You have about 10,000 housing units now ? 

Mr. Srmpson. No, sir; as of December 31, 1959, 7,267 actually com- 
pleted for occupancy and 565 still under construction; 1,586 is in the 
commitment from PHA, but we have not had sites and have not 
started to build them yet. 

Mr. Tuomas. That figure is 9,000 what ? 

Mr. Srreson. It would be a total of 9,418. 

Mr. Evins, And based upon your applicants or projected appli- 
cants, you feel you need how many more units further, to really serve 
all the requests you have? 

Mr. Simpson. It would be approximately an additional 3,000 units. 

Mr. Evins. You have over 9,000 units now and they need 3,000 
more units to satisfy the present applicants, and you anticipate 5,000 
others that have not even filed or made requests for housing units. 

Mr. Stmpson. That I could not answer. I do not know how many 
will be eligible in the city that have not filed. 

Mr. Tuomas. Well, you give him your best estimate. You deal 
with the subject allthetime. Your guesses are pretty good. 

Mr. Srvurson. My guess would be probably 5,000. 

Mr. Haskeii. Yes. Out of the program of about 9,000 units, there 
is a turnover of about 1,000 every year, and with no effort on our part 
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there will be a continuing list of well over 5,000 applicants waiting for 
those. There is no letup in demand. 

Mr. Evins. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Now, do we have any general questions of these gen- 
tlemen ? 


Mr. Evins. No. 


BUDGET FOR OPERATING COST 


Mr. Botanp. How much were you looking for this year when you 
submitted your budget request ? 

Mr. HasKexx. $41,000. 

Mr. Botanp. That is to operate all of title Land Il? 

Mr. Haskexu. Only the title I program. 

Mr. Boranp. What are you asking for title IT ? 

Mr. Epwarps. That is quite a large figure. I will give you our 

resent budget figure. That will be indicative of it. Our present 
budget figure i is $3.7 770,680 to operate title IT. 

Mr. Tro as. Does that take care of the 1 000 units that are going 
tocome in during the fiscal year? 

Mr. Epwarps. No. These are the units we have right now. 

Mr. THomas. Suppose you had that total ; what will it be? 

Mr. Epwarps. It would be well above $4 million. 

Mr. Simpson. That is our operating cost. 

Mr. Epwarps. That is right. 

Mr. Stmeson. That is not construction. 

Mr. Tuomas. Mr. Boland asked you what was your subsidy. 

Mr. Epwarps. That is not the subsidy, but our operating costs. 

Mr. Tuomas. Allright. Now give him the subsidy. 

Mr. Epwarps. The present maximum subsidy is $1,680,720. 

Mr. Tuomas. That would be over $2 million, then ? 

Mr. Epwarps. Probably ; it would be around $2 million. 


NUMBER OF UNITS 


Mr. Botanp. How many units do you have now in title I? 

Mr. Srurson. Ninety-six at the present time. 

Mr. Botanp. And the total of the units is 9,418. Part of those are 
now under management and: those that will be under construction. 
You have something like 3,000 more in the pipeline authorized ? 

Mr. Srmpson. No, sir. 

Mr. Tuomas. One thousand five hundred and eighty-six. 

Mr. Botanp. What was the 3,000 figure whic h- you gave a moment 
ago? 

Mr. Simpson. That is the number the Authority probably will need 
to take care of the present applicants, plus the units we already have. 


DEMAND FOR HOUSING 


Mr. Botanp. Are you meeting the demand for public housing in 
the District now ? 
Mr. Srurson. We are not totally meeting it; no, sir. 
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Mr. Botanp. When do you expect it will be met? Have you pro- 
jected that at all to determine when you will meet the demand for 
public housing in the District ? 

Mr. Srupson. No, sir; we have not. We are up against the prob- 
lem, as I said originally, of sites for public housing, and the costs. 

Mr. Boxanp. Do you have any figures on what the population in- 
crease in the District is with respect to these people who must be main- 
tained in public housing ? 

Mr. Haskety. We are awaiting the 1960 census figure. 

Mr. Botanp. You can tell, though, from your experience and from 
reports you have, can you not? 

Mr. Hasxetu. From our general experience with applications there 
is no letup. As a matter of fact, at the present time we are pretty 
largely restricted to housing displaced families. Beyond that, the 
veterans’ families get the preference, and, except for the very smallest 
units—and I might restrict that to one- and two-bedroom units, we 
do not go into the nondisplaced category at all. That does not mean 
there is not a substantial number of families who are not displaced 
who are living under terrible conditions who need housing, but we 
have not been able to touch that market at all. 


SUBSTANDARD HOUSING 


Mr. Botanp. Are you familiar with those particular areas where 
the housing is in terrible condition? This is private housing, I as- 
sume, you are talking about ? 

Mr. Hasxety. That is correct. 

Mr. Botanp. You have an awful lot of nondisplaced persons in 
the District who are living in housing that is really substandard, do 
you not ? 

Mr. Hasxett. In the last census, 10 years ago there were about 
27,000 in the District. My guess would be that that has decreased a 
little bit at this time, because, for one thing, the whole Southwest has 
been torn out and there has been some improvement, but not a great 
deal. 

Mr. Botanp. For most of the housing that this type of family now 
lives in where it is substandard—and, of course, this is all privately 
owned, do you have any authority to have the private owners reha- 
bilitate the homes at all ? 

Mr. Stmpson. No, although the District government does have that 
right and responsibility, and they have been stepping up their activi- 
ties under it. 

They have a crew of inspectors, although I do not know how many 
are in that group. This is under the new housing code which was 
adopted here in the District about 3 years ago. 

Mr. Botanp. This is a very beautiful city in certain areas, but when 
we get away from the main thoroughfare into some of the back streets 
and back alleys, the conditions are really bad. I do not know whether 
or not the enforcement on the part of the District officials is emphatic 
enough or direct enough. 

Mr. Hasketu. Rehabilitation must be used judiciously, because 
some houses are too far gone to permit rehabilitation. They should 
be destroyed and rebuilt. As to those buildings that are basically 
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sound, of course, the rehabilitation method is useful. I understand 
the District has been doing a very creditable job. 


OWNERSHIP OF SUBSTANDARD HOUSING 


Mr. Botanp. Do you know, of your own knowledge, whether or not 
these particular types of structure, those structures that are really 
run down, are owned by individuals, rea] estate firms, or banks? Have 
you any idea on that? 

Mr. Hasxetu. I think Mr. Simpson can give you the answer to that. 

Mr. Stmpson. Our experience in the past has been that it varies ac- 
cording to the areas, the slum areas that we have cleared. 

In some of the areas as high as 40 percent, I would say, has been 
homeowners, but those are people with the deferred mortgage s, second 
and third morts gages, and in some instances there have even been notes 
for the downpayment. My own opinion has been that the trend has 
heen to sell rather than to rent, because then the owner gets away from 
all liability for insurance and taxes and maintenance and upkeep. 

If the payments are not kept up, then he can foreclose and sell again. 

We are looking at an area now in the Southeast. We had appraisals 
made back in 1952 and in going over them just the other day, there was 
a settlement that was made in September of 1951 for a purchase price 
of $6,250. It was sold to a homeowner that very same day for $12,250. 
So the trend has been to a great extent to sell with a deferred purchase 
money mortgage at a substantial profit. 

Now, on the Park-Morton Apartment project that we are just get- 
ting ready to take bids on—I hope within the next month—which is 
located on Morton Street east of Georgia Avenue, approximately 40 
percent of this slum pocket was occupied by homeowners. ‘The re- 
maining houses were occupied by renters. 

Mr. Trromas. What is that land worth per square foot, the market 
value of it? 

Mr. Stweson. The land per square foot with the houses on them ? 

Mr. Tuomas. No, just the land, the square-foot rate, and give your 
estimate of the improvements. What would you say is the value of 
the land? 

Mr. Srtmpson. The land on Morton Street I think would average 
out about $1.25 a square foot, and when you figure that out per 
acre, that is very expensive. 


EXORBITANT RENTS FOR SUBSTANDARD HOUSING 


Mr. Botanp. With respect to the rents that are paid on this sub- 
standard housing, compare them with the rents that the Housing 
Authority receives from either title I or title II? 

Mr. Srurson. They are considerably higher. 

Mr. Bonanp. Considerably higher ? 

Mr. Srmpson. Yes. 

Mr. Tuomas. Is it not generally considered that the slum area, 
from an investment point of view, produces a higher income than any 
property on earth? 

Mr. Haskety. That is absolutely right. 

Mr. Stmpson. That is correct. 
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Mr. Tuomas. Those who are expected to pay the least h 
the most. 

Mr. Simpson. $75 or $100 a month for something that you or J 
would not even think of paying $25 to $35 a month for. : 


ave to pay 


OPERATING COSTS 


Mr. Botanp. On the general subject of maintenance, and of course 
this is a problem for housing authorities all over America, how do 
you find the people who live there take care of their own particular 
unit and quarters? What is the total cost of maintenance on title ] 
per year? 

Mr. Haske. In our budget request it is $16,000, rounded, for 
ordinary maintenance and operation. That excludes the nonroutine 
maintenance which we are asking for, which is $3,700. 

Mr. Botanp. That is not too bad. 

Mr. Haskewi. No. Asa matter of fact, our receipts to the Treasury 
exceed the $41,000 total request. f 

Mr. Jonas. Will you yield ? 

Mr. Bouanp. Yes. 

Mr. Jonas. How many units? 

Mr. Hasxetu. 96. That is less than $14 a unit. 

Mr. Jonas. What was the $3,700 for? 

Mr. Epwarps. That is nonroutine. It is for an exterior paint job 
of $1,600 and some replacement of linoleum and replacement of roofs 
and replacement of equipment. 

Mr. Jonas. You would have to add that to the $1,600, would you 
not, because that is maintenance, and if you are going to take out the 
firing of boiler labor you certainly ought to include painting. 

Mr. Epwarps. That is right. 

Mr. Jonas. So what would the maintenance cost be for the 96 units 
per year? 

Mr. Tuomas. It is supposed to be $37,000, as well as I remember, 
including $1,000 extra for the heating. 

Mr. Epwarps. Well, that includes the administration, which I do 
not think the gentleman was referring to. The administration was 
$12,000, the utilities $9,000. 

Mr. Jonas. I yield back to the gentleman from Massachusetts. I 
did not mean to take over the questioning. 

Mr. Botanp. That wasall right. 

What was the total cost of maintenance under title II? Do you 
have that figure ? 

Mr. Hasxetu. Yes; the comparable figure there is $968,000. It isa 
little less per unit than title I. It is $11.69 per unit on title IT as 
against $13.86 on title I. 

Mr. Boranp. That is all, Mr. Chairman. 

Mr. Srupson. Mr. Chairman, I would like to make one remark, if I 
may ¢ 

Mr. Tomas. You certainly may. 


COMMITTEE'S VIEWS OF NCHA 


Mr. Sraeson. In the record of last year, I think, it was mentioned 
that some members of your committee would like to make a tour of 
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our properties in some of the slum areas, and I do not know whether 
it was done or not, but certainly we would be most happy to make the 
tour at any time. 

Mr. Tuomas. This committee has been wanting to go and it is pretty 
difficult for them to get off, but I do hope we can get in touch with 
you people. I have ab to a good many of your properties, and I 
know other members have been, individually, but maybe we can all 

t together. 

Mr. Botanp. I would like to get into the biggest slum area at some 
time. 

Mr. THomas. We are all delighted to have you people here. This 
committee has jurisdiction over title I as far as this hearing is con- 
cerned, but, frankly, the only way that Congress takes a look at titles 
[and IT is through title I. C ongress depends upon the record made 
here to look at the entire housing picture of the District. That is the 
reason We insist upon you folks coming over here every year, regard- 
less of what the Bureau of the Budget says. 

Mr. Hasketi. We are always delighted to come over here, Mr. 
Thomas. 

Mr. Tuomas. I know you are, and that is the reason we like to talk 
to you. 

AUTHORITY AND COMPOSITION OF NCHA 


Gentlemen, your present authority stems from the Public Housing 
Act of 1937 and the subsequent amendments. Of course, the basic 
act of 1937 set up the formula for the creating of the various housing 
authorities throughout the various States. Who composes the Hous- 
ing Authority for the District of Columbia ? 

Mr. Simpson. The Authority was set up, Mr. Chairman, under the 
Alley Dwelling Act of 1934, and an amendment, of course, followed, 
after the Housing Act of 1937. It did not basically change the setup 
of the Authority. 

The President appoints the Board members of the Authority. 

Mr. Tuomas. Was that set out in the basic act of 1937 or does that 
authority go back to the Alley Dwelling Act ? 

Mr. Simpson. It goes back to the Dwelling Act. 

Mr. Tuomas. How many members comprise the Board ? 

Mr. Srwpson. Six members. 

Mr. Tuomas. Is it set out by statute or by virtue of Executive 
order ? 

Mr. Stmerson. Executive order. 

Mr. Tuomas. Would you name the people? Does that Executive 
order change from time to time the membership of the Housing 
Authority ? 

Mr. Simpson. Yes. 

Mr. THomas. Name the members of the Board. 

Mr. Srupson. The name was changed by Executive order, from the 
Alley Dwelling Authority, of course, as you know, to the National 
Capital Housing Authority. 

he Chairman is Commissioner Robert E. McLaughlin; President 
of the Board of Commissioners of the District of Columbia; John 
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Remon, Chairman of the District of Columbia Redevelopment Land 
Agency; William Finley, Director of the National Capital Planning 
Commission; Gerard Shea, Director of the District of Columbia De- 
partment of Public Welfare; Col. Campbell C. Johnson and his title 
is Chairman of the District of Columbia Parole Board; and Walter 
Tobriner, who is President of the District of Columbia Board of 
Education. 

Mr. Tuomas. Is that a seven-man Board ? 

Mr. Srrpson. Six. 

Mr. Txomas. Will you tell those gentlemen that we have never 
had the privilege of looking them in the face and that they spend a 
lot of taxpayers’ money. From now on we would like two or three 
of them to come over to this commitee to see us ? 

Mr. Srmpson. Yes, sir. 

Mr. Tuomas. What is their term of office, 2 or 3 or 4 years, at the 
will of the President ? 

Mr. Suwrson. The Executive order is as to the position, Mr. Chair- 
man, rather than as to the person. 

Mr. Tuomas. I understand that. They serve ex officio, whatever 
that word “ex officio” means. We tried to figure it out two or three 
times, but it gets progressively worse. 

Now, has the term c hanged within the last 5 or 6 years ? 

Mr. Stmpson. It changes when the Commissioners ¢ : ange. 

Mr. Tuomas. The office does not change, just the fellow in the 
office ? 

Mr. Stmpson. That is right. 

Mr. Tuomas. Or the person. Has it been that way since 1937? 

Mr. Smeson. No, sir. The original Board consisted of the Archi- 
tect of the Capitol, the District Commissioner, and the Chairm: in, I 
think, of the Planning Commission, and then the Board was ex- 
panded by Executive order. 

Mr. Tuomas. The Architect of the Capitol is not a member of the 
Board any more? 

Mr. Srmpson. No, sir. 


JUSTIFICATION DATA 


Mr. Tuomas. Mr. Reporter, I wonder if you would be good enough 
to insert pages 1 and 2 in the record at this point. 


(The pages referred to follow :) 


3UDGET ESTIMATE, FIscaL YEAR 1961 

General statement 

The National Capital Housing Authority was established in 1934 under terms 
of the District of Columbia Alley Dwelling Act (48 Stat. 930, amended by Public 
law 733, 75th Cong.). In accordance with this law the Authority is the local 
public housing agency in the District of Columbia and has as its objective the 
assurance, at the least practicable cost to the Government, of an adequate sup- 
ply of dwellings for families of low-income whose housing needs are not met by 
private enterprise. The Authority seeks to provide dwellings without profit or 
loss except for subsidy provided by law to reduce rents below cost levels. 
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Summary of the two programs 
The Authority operates two housing programs, known as title I and title IL: 














OR ntecnii 
Dwelling units as of July 1, 1959 
Under man- | Under con- | Preconstruc- Total 
agement struction tion 
i pe i nt ae carina anda oe danagin 6, 715 1, 021 | 1, 586 9, 322 
REEL. ich nsenstactsus ine atbetercckueanehtane WO Rednkdhurats che aldedede 96 
URE. << cocccchatcnenanunnenelbebuaeieem 6,811 1,021 1, 586 | 9, 418 





The title II program is supervised by the Public Housing Administration 
and the subsidy requirements are included in the consolidated estimates of 
that agency. However, details of this program are furnished for informational 
purposes. 

The title I program consists of 96 low-rent housing units constructed under 
the District of Columbia Alley Dwelling Act. Our budget estimate for fiscal 
year 1961 is $41,000. The expense estimates are uniformly less than the rental 
receipts which are covered monthly into the Treasury. 


Title 1—Program and performance 


In support of our estimate, we offer the following program and performance 
schedule projected over a 5-year period: 








| 
1961 1962 | 1963 




















i | 
| 1950 | 1960 | 
actual estimate estimate | estimate estimate 
=! = = = = er 1 — Pa Ti+ 7 } _—s 

Rental receipts.........-.- Late a ad $52, 198 1 $45, 000 2 $47, 000 $47, 000 $47, 000 
Sale of projects---.- Malmipacte mocmnad 5 1 156,025 |- sts accaaig ivians onenetalaehoramaeaetee enemies oat 
I i i ae a cee ti aittincentil 52, 198 201, 025 | 47, 000 P 47,000 : 47,000 
tt CR. .gascoskeuatondswanesnent 37, 920 40, 000 241,000 41, 000 41, 000 
Excess of receipts over obligations-.-. 14, 278 161, 025 6, 000 6, 000 | 6, 000 


1 Jefferson Terrace, 16 units, sold to District Redevelopment Land Agency as of July 1, 1959. The elimina- 
tion of these units accounts for the decrease in renta) receipts. 

2 On July 1, 1960, tenants at V Street Houses (18 units) will begin paying rent increased approximately 
$2,000 per year for operation of automatic gas-fired furnaces. The conversion of furnaces from tenant- 
supplied coal will be completed during.the 1960 fiscal year. The utility expense on the fiscal year 1961 
budget is increased approximately $2,000 over the fiscal year 1960 budget to cover increased cost of Authority- 
supplied gas made necessary by this conversion. The increased utility cost of $2,000 is offset in the expense 
estimates by a decrease of $1,000 in nonroutine expenses, making a net increase of $1,000 in the total. 





OVERALL TOTAL OF UNITS 


Mr. Tuomas. Of course, we have here under consideration title I, 
and under title I are 96 units, but it is interesting to note that under 
title II there are now under management 6,715 units and under con- 
struction 1,021 units, and under preconstruction—and I want to know 
what you mean by “preconstruction”—1,586 units; making a total 
of 9,322 title II units, plus the 96 title I units, or a total of title I 
and title II units of 9,418. 


SURPLUS OF REVENUE OVER OPERATING COSTS FOR TITLE I PROJECTS 


Now for the immediate purpose of this hearing, the title I program 
consists of 96 low-rent housing units constructed under the District 
of Columbia Alley Dwelling Act. Our budget estimate for fiscal 
year 1961 is $41,000. 
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Now, that $41,000 is what? Is that what it takes to maintain and 
operate the 96 units ? 

Mr. Hasxeuu. That is correct. 

Mr. Tuomas. These figures give the total appropriated funds and 
the rents and revenues, which are what ? 

Mr. Epwarps. $47,000 in 1961. 

Mr. Tuomas. And it shows a surplus of $6,000 which goes into the 
Treasury along with the rest of the funds. That $6,000 then repre- 
sents the difference between the maintenance and operation and the 
rents that you collected. That goes on to the subsidy bill, is that 
correct / 

Mr. Suvpson. Yes. 

Mr. Tuomas. That represents the subsidy ? 

Mr. Hasxexy. There is no subsidy on title I. We invariably pay 
into the Treasury more than is appropriated. 

Mr. THomas. Then that isa surplus. However, to figure your sub- 
sidy under title IT, it is the difference between what you collect. in the 
way of rents and the bill for maintenance and operation ? 

Mr. Haskewu. Yes. 

Mr. Tuomas. But as far as title I is concerned, there is no subsidy. 
You actually have a surplus of $6,000. 

Mr. Haskewu. Title I does not pay the same expenses that title IT 
does. There isno payment in lieu of taxes on title I. 

Mr. Tuomas. None whatsoever, no interest. ch: arge, no <a and, 
as you say, it is a surplus, and consequently that is a little bit of a 
misnomer, is it not ? 

Mr. Haske.u. Yes; it is. 

Mr. Tuomas. Insofar as the terms of the act itself are concerned, it 
is a surplus of $6,000. 


SALE OF JEFFERSON TERRACE 


Now, I notice you are selling some land this year. How many units 
are you selling? 

Mr. Supson. They have already been sold. 

Mr. Tuomas. Is that 18 units or 164 

Mr. Stmpson. Sixteen. 

Mr. Tuomas. And you have a total price of $201,025 for it! 

Mr. Hasketu. No; $156,025. 

Mr. Tuomas. Yes; I was looking at the wrong figure there. Now, 
how much is that per square foot? How much land was involved 
there? 

Mr. Stmpson. The $156,025 represents the sale of Jefferson Terrace, 
in the Southwest, to the District Redevelopment Land Agency, and 
that came to a square foot figure of about $1.50 per square foot. 

Mr. Tuomas. What did you get for the improvements? What did 
you get for the 16 units? 

Mr. Sruprson. Approximately $115,000. 

Mr. Tuomas. When did you buy it? Did you buy it in 1935 or sub- 
sequent to that? 


Mr. Hasxeun. It was in 1935 or 1936; the project was built in 1936. 


Mr. Tuomas. You bought the land ? 
Mr. Haskeu. Yes. 
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Mr. Tuomas. The land and buildings cost you $119,000 ? 

Mr. Hasxert. That is correct. And we sold it for $156,025. 

Mr. THomas. That is less than the increase for the average real 
estate holdings in the District of Columbia in the last 20 years. You 
cannot buy any piece of real estate around here now within 100 per- 
cent of what you could have bought it for 20 years ago. 

Mr. Sroarson. Mr. Chairman, that was sold at a price a little higher 
than one of the appraisals. 

Mr. Tuomas. Who was the buyer? 

Mr. Stimpson. The Redevelopment Land Agency. 

Mr. Tuomas. Is that the Zeckendorf project down here? 

Mr. Stmpson. Yes, sir. 

Mr. Tuomas. What are they paying for adjoining land around the 
area there? ‘The improvements are practically nil, but the land is 
the expensive thing. I thought they were paying $2 or $2.50 a square 
foot for the land. 

Mr. Simpson. Not the Redevelopment Land Agency, as far as I 
know. I do not know what they are paying per square foot. 

Mr. Tuomas. Well, Mr. ¢ ‘afritz is offering $2 or $2.50 a square 
foot for the land. 

Mr. Stwpvson. That is for the lease value after it is cleared. The 
lease value was between $2 and $4 a foot by Zeckendorf after the 
land was cleared. 

Mr. Trromas. Would not the improvements pay for the cost of the 
clearing ¢ 

Mr. Simpson. Well, I suppose it would. 

Mr. Tuomas. What I am wondering is whether we got the top 
market value for that land or not. 

Mr. Suvpvson. There were two appraisals that the Redevelopment 
Land Agency received on the fair market value, which was furnished 
to the Authority, to arrive at the sales price. 

Mr. Tuomas. And what was it now, per square foot ? 

Mr. Simpson. I think the land itself came to about $1.50 a square 
foot. 

Mr. Tuomas. Isthat what you got for it ? 

Mr. Srvpson. Yes. 

Mr. Tomas. What indebtedness was outstanding against the land 
and the improvements ? 

Mr. Stmpson. None. 

Mr. Tuomas. It was completely paid for? 

Mr. Srupson. Yes. 

Mr. Hasxetu. It was paid for by congressional appropriation. 

Mr. Tromas. What became of the $156,000 from the sale? 

Mr. Simpson. It went to the Treasury i in miscellaneous receipts. 

Mr. Haske. It went under miscellaneous receipts of the Treasury, 
the same place as our annual rental receipts. 

Mr. Tuomas. The language of the appropriation bill provided that 
all receipts derived from sales, leases, or other sources shall go into 
the Treasury, so that covers your sales. That goes into it just like 
your rent money. 

Mr. Hasxei. That is right. 





92 





Mr. Tuomas. I note this language on the footnote on this page, as 
follows: 

On July 1, 1960, tenants at V Street houses (18 units) will begin paying rent 
increased approximately $2,000 per year for operation of automatic gas-fireg 
furnaces. 

You are changing the heating system, are you not ? 

Mr. Simpson. Xen. 

Mr. Tuomas (reading) : 

The increased utility cost of $2,000 is offset in the expense estimates by a 
decrease of $1,000 in nonroutine expenses, making a net increase of $1,000 
in the total. 

Now, is this group going to destroy the present units, the present 18 
units or the present 16 units? 

Mr. Haske. No; this is the V Street houses, 18 units, a different 
project. 

Mr. Tuomas. I know, but Jefferson Terrace, the 16 units, will be 
demolished and the land will be put to a different use ; is that correct? 

Mr. Haskey. Yes. 

Mr. Tuomas. Now you received $1.50 a square foot and then the 
reuse value is what, $2 or $2.50? 

Mr. Srupson. I would say in my own personal opinion it should be 
worth more than that. 

Mr. Tuomas. Well, if it is, we sold it too cheaply then. 

Mr. Stupson. Well, assembly, Mr. Chairman, means a great deal, ifI 
might cite an example? 

Mr. Tuomas. Well, a block of 5 acres is worth more than 50 by 
100 foot lots. 

Mr. Srmpson. That is right; yes. 

Mr. Txomas. It would not increase 50 percent by throwing 50 by 
100 foot lots in a 5-acre tract; would it? Would it increase that much? 
Mr. Simpson. Our thought was it would increase 300 percent. 

Mr. Tuomas. I am in the wrong business. 


TITLE I—OPERATING EXPENSES 


Now, will you break down right quickly for us your obligation of 
$41,000 for your 96 units? 

Mr. Epwarps. It is on about the fourth page over. 

Mr. Tuomas. The pages are not numbered. This page “Manage- 
ment by caaoiockame units,” that is it; is it not? 

Mr. Epwarps. That is right. 

Mr. Tuomas. Put that page in the record, Mr. Reporter, and the 
next page. 

(The pages referred to follow :) 


EXPLANATION OF CHANGES IN FiscaL YEAR 1961 BUDGET 


Management by organizational units 

Beginning with July 1, 1959, properties operated by the National Capital 
Housing Authority are organized into organizational units by geographical areas. 
Within each area routine costs other than utilities and general expense are 
prorated on a dwelling unit basis to the properties within the area. This method 
is more accurate than the former overall basis of proration, but it. increases 
somewhat the costs to title I properties, particularly those properties within 
area 6. Of the 96 units in title I, 73 are located in area 6. The small number 
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of units in this area, only 242 in number, results in an operation more expensive 
per unit than in those areas having a larger number of units. 
Summary 


The following statement summarizes the changes from the current appro- 
priation to the 1961 estimate: 





1960 appro- | Deductions Additions | 1961 estimate 








priation 

ae ys 

Routine costs: _ | 
PINOY (.. oiniddetcoushbnnands$$eenas $12, 670 | SEER icc ni xndeal $12, 100 
NTs vic wala Se ddr dpricinsh iphpsph magsnanlig eal eS re $2, 400 | 9, 230 
Ordinary maintenance. .........--..--.---- 16, 100 | BED faccccccsnencas 15, 970 
EE a | 35, 600 700 | 2, 400 37, 300 
Nonroutine cost: rt 
Extraordinary maintenance. .-_-.........-.- Me eae ke | 2, 250 | 3, 000 

Replacement of en Reecss-igieeeenncricl ma aaa iced absieasetiea 440 7 

Betterments and additions_-.-.......-..--- 3, 390 Sj Oe Lsncoudcwasn~ck)-neweceucaswes 
Tote) nowrontine cost ....-....-<.---s<0} 4, 400 3, 390 | 2, 690 | 3, 700 
Budget estimate. ............---..------- 40, 000 4,090} 5, 090 | 41, 000 








Deductions in routine costs, $700 


The decrease of $700 in routine costs is chiefly in administration expense. 
This decrease is made possible by the prorating of central office and central main- 
tenance administrative costs over a larger number of units as a result of the 
completion of most of the new construction program in title II housing. 


Increases in routine costs $2,400 


The major reason for the increase in utilities expense in fiscal year 1961 is 
the conversion of all individual coal-fired furnaces at V Street houses to auto- 
matic gas-fired furnaces. Formerly the tenants furnished coal for heating. After 
conversion the Authority will furnish gas for heating. The cost of gas as fuel 
for heating these 18 units is estimated at $2,000 per year. While the cost of this 
gas is included in utilities expense, it is in fact recovered in the form of in- 
creased rent. The additional $400 is necessary because of increased water and 
electricity rates. 


Nonroutine cost, $3,700 


During fiscal year 1960 all available nonroutine funds are being used for con- 
verting the furnaces at V Street houses. For this reason, an exterior paint job 
at St. Mary’s ($1,600) was deferred and is planned during fiscal year 1961, with 
additional neeessary nonroutine work as follows: 


Extraordinary maintenance: 
INS 1 as i isco acim nea eceaag le Raila bhi ates daceiaiaialiee ee $700 
Install linoleum in 20 kitchens and baths_____._-___-__.--_--________ 700 
Exterior painting (last painted 1954, deferred in 1960 fiscal year)___ 1, 600 


hate haat rca ea bbe ren hc in ces it lsc catia in Ses EE Siena 3, 000 
Replacement of equipment : — 
BN iain SE waiietltinniaepieedtiigsenh intenndeempindl eindectibnatnes aces 80 
SE a5 tan dleipaig cal mpscien nena mec eee stone meagre meet adden meat m 360 
TN rns seen ccs ee clog en-tniencinchonasesveteh ep nbdadinewenetiabs adel anubedeced eon ndatickinatonalnents 260: 
aah eines cath segs cesaltcteanialec ex eeateh caschinesbaleaniabmaiimmenbeniagan 700 
NN is toe ccaaaeicicninsdila sscteieninis sens earatniaes ovine aiachoetarehaadcmmininedaniaieeretaae 3, 700 


ORDINARY MAINTENANCE 


Mr. Tuomas. Now, your administration for 1960 is $12,670 and for 
1961, $12,100. How many jobs are assigned against that for adminis- 
tration? Can you break that $12,100 figure down ? 
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Also for your utilities you show $9,230 and for ordinary mainte- 
nance, $15,970. What is ordinary maintenance? Is that repairs and 
painting and fixing of the roof? 

Mr. Epwaros. Ww e have against the $12,100, Mr. Chairman, 1%, 
employees. 

Mr. Tomas. Now let us jump over and take a look at title TH, 
Again you do not number these pages. 

Mr. Jonas. Are you leaving title I? 

Mr. Tuomas. Yes. 

Mr. Jonas. Would you permit me to put one thing in the record 
there ? 
Mr. Tuomas. Certainly. 


GOVERNMENT INVESTMENT AND RETURN ON INVESTMENT IN TITLE I 
PROJECTS 


Mr. Jonas. Would you put in the record right at this point the total 
cost of title I units. 

Mr. Tuomas. Construction costs. 

Mr. Jonas. Construction costs, original construction costs, yes, 

Mr. Haske. The original 112 units cost $571,000, and subtracting 
the $119,000 cost of the 16 units on Jefferson Terrace would bring the 
total down to roughly $452,000. 

Mr. Jonas. You are paying into the Treasury, in miscellaneous 
receipts, $6,000. That would apply because it was appropriated 
money ? 

Mr. Hasxewy. Yes. 

Mr. Jonas. The construction of these units was paid for by appro- 
priated funds? 

Mr. Hasketyu. That is right. 

Mr. Jonas. So how much money have you paid into the Treasury to 
compare with the $6,000 that goes in this year, your excess of receipts 
over actual cost of maintenance ? 

Mr. Hasxett. May I make a little statement on that? It is a 
very interesting story. 

Mr. Jon\s. I would like you to put the figures in and then conclude 
with your statement. 

Mr. Haske. Yes: I will. 

Mr. Jonas. That is, so we can see just how we stand. 

Mr. Hasxety. Our 1959 report shows that the Federal investment 
in title I projects at July 1, 1942, when annual appropriations for 
operating expense commenced was $761,213 

Since 1942 we have paid back into the Treasury cumulative receints 
which exceed the cumulative annual appropriations by $357,000. We 
have also paid back receipts from the sale of property of $3,000 and, 
in accordance with Federal law. we have transferred to other Federal 
agencies properties valued at $607,000, so that the original investment 
of the Government in the properties already has been repaid, more 
than renaid, by $206000, even though we still have properties in 
operation which cost $452,000. 

Mr. Jonas. I understand that some of the money came from the sale 
of property: but is $6,000 this year an average per ye: ar? Tt would 
take a lot of years at $6,000 per year to pay back $357,000. 
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Mr. Suupson. Prior to 1942 we had a revolving fund. Instead of 
the receipts going back into the Treasury a revolving fund was being 
built up and the Senate committee in 1942 ordered the balance of that 
fund to go into the Treasury. That revolving fund was $104,000, and 
that went in then as a credit against the capital investment. 

Mr. Jonas. Where did you get the revolving fund ? 

Mr. Stmrson. From the balance of the original capital plus rental 
receipts through the years. ' 

Mr. Jonas. You mean excess receipts over maintenance charges? 

Mr. Stmpson. You see, at one time we had some commercial proper- 
ties, and in those early years the garages rented at $10 a month and 
those commercial properties had been disposed of. Then we had a 
greater number of units, 112, and the rental receipts then were greater 
than the operating costs. 

Mr. Jonas. What do your receipts over expenses average over the 
years, per year? 

* Mr. Hasxeni. May I answer you this way: Since 1942, which was 
the first year this committee appropriated money for title I projects, 
the net appropriations have amounted to $514,166. 

That is cumulative, from 1942 through June 30, 1959. During that 
same period we have deposited into miscellaneous receipts of the 
Treasury, operating receipts of $872,122. That makes a cash surplus 
(comparable to this $6,000 for the budget year) aggregating over that 
period of years, $356,956, ' 

During that same period, properties costing $173,716 were either 
sold or transferred at an appraised value of $607,652, so there the 
profit on those properties disposed of would be, in round numbers, 
$434,000. 

Mr. Evins. What you are telling the committee is this: You have 
returned into the Treasury more than $356,000 over the appropriated 
funds ¢ 

Mr. Hasketx. That is correct, in excess of the appropriated funds. 

Mr. Evins. And also as of today, $434,000 worth of assets belongs 
tothe United States? 

Mr. Haske. The $434,000 represents the increase in value, under 
the Authority’s ownership, of properties transferred to other agencies 
at a total value at time of transfer of $607,652. It is a rather strong 
record. 

Mr. Evins. The record shows you are pretty good businessmen. 

Mr. Haskeiy. The annual report for 1959 will contain these para- 
graphs : 

As offsets to the book value of Federal projects, the Government investment 
section first shows the cumulative residual receipts deposited in the U.S. Treas- 
ury; this is the amount by which the cumulative operating receipts exceed 
the cumulative appropriations. The Government investment section also shows 
the receipts from sales of real property, and the appraisad value of properties 
transferred without reimbursement, in accordance with Federal requirements. 
The cumulative amount of these offsets at June 30, 1959 exceeds the 1942 book 
value by $206,338. Furthermore, those properties included in the 1942 book value 
which are still being profitably operated by the Authority, also have a current 
value which undoubtedly exceeds the original book value of all properties in 
title I. 

Mr. Jonas. All of this means that your costs, your expenses of 
operation, are going up much more than they were in the early years. 
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Mr. Hasxetu. That is true. 

Mr. Jonas. Because if you only return $6,000 a year for 18 years, 
your total payment would have been just $108,000. 

Mr. Hasket. We are operating a smaller number of properties 
today. 

Mr. Jonas. That is all. 


INCOME, EXPENSE, AND SUBSIDY OF TITLE II PROPERTIES 


Mr. Tuomas. Gentlemen, give us a good table now on title IT, be. 
ginning with 1937, and bring it up to date and show, No. 1, the number 
of units by years, starting in 1937, which is the beginning of the actua] 
title IT, and No. 2, the “amount of money that it takes to keep the 
properties going. ‘That should include your administrative costs and 
your maintenance and operation. Put all of that in one column. Do 
you follow me? 

Mr. Hasxetx. Title IT? 

Mr. Tuomas. Yes, all title IT for this table. 

Now, in your No. 3 column put in the amount of funds collected, 
your income, in other words, from your units by years, from 1937 
down through 1959. 

Now, to repeat, your No. 1 column is the number of units by year 
and your No. 2 column is the amount of funds that it takes to operate 
them through your maintenance and operation and management, and 
you can combine that ; and your No. 3 column is the amount of money 
collected. Then, in ‘column 4, put in the amount of subsidy, by 
years. It is going to show th: at your number of units increased go 
much, maintenance and operation funds would be so much, your col- 
lections and then your subsidy. Then that will give us a clear picture 
of what you have been doing for the last 20 years. 

Mr. Haskeny. We can do it. 

(The information referred to follows:) 


Income, expense, and subsidy of title II low-rent properties receiving annual 
contributions; excluding 958 title II units (current land structures and equip- 
ment value of $3,736,206) conveyed to the Authority for low-rent use, on which 
there is no cash contribution, and excluding the 422 unit Kenilworth Courts 
project which was the in the initial operating period at June 30, 1959 





| 
Fiscal year Number of Expense | Income Annual ¢on- 
units tribution 


i 





A 2 eet aetna nee ; DE cis a : 1 $205, 88 
I in ale aialnaieanicndtel ee iia Realaie 1, 339 $595, 434 $512, 582 82, 852 
RS LY A Pe 1, 339 | 568, 908 514, 184 M4, 7H 
1946_______. hie 538 Pe ee es 1, 339 608, 448 | 526, 407 82, 041 
ea es eae 1, 339 600, 249 | 546, 155 54, 04 
ESE peel Sis SEE as a 1, 339 | 643, 966 641, 784 | 2. 182 
RMA Soc ues 1, 339 | 707, 735 675, 108 32,627 
1950 1. 339 | 739, 697 | 681, 817 57, 88 
Neti a cniriieninitt neiieiladioe 4 1, 339 | 854, 324 | 676, 675 177, 648 
a | 1, 339 | 805, 122 703, 008 | 102, 14 
1063...... Rah dette | 1, 339 | 870, 200 | 692, 731 | 177, 48 
OT ae ea re as | 3, 785 | 2, 223, 510 | 1, 514, 696 708, 814 
1955 4,065 | 2, 787, 519 | 1, 655, 018 | 1, 132, 1 
1956 a iiccaknan | 4,226 | 3, 008, 266 | 1, 874, 209 1, 134, 057 
(a See 4, 225 3, 123, 620 2, 002, 732 1, 120, 888 
danse seekers alee 4,879 | 3, 461, 701 | 2, 113, 127 1, 348, 574 
1959_- = é ), 335 } 4. 330, 167 | 2 590. 679 1, 739, 
s3 beast EM = ae 

Total } ---| 25, 928, 866 17, 920, 912 8, 213,84 





1 The contribution of $205,890 for 1943 represents the initial prepaid contribution, in the maximum amount 
for the 1,339 units. 
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Mr. Tuomas. Are there any further questions? Now, that is all 
on title IT alone. 


TITLE II PROPERTIES IN PRECONSTRUCTION STATUS 


Mr. Botanp. Now, the chairman had asked what was the signifi- 
cance of that word “preconstruction.” You had asked that question. 
It is under title IT. 

Mr. Tuomas. That is in the drawing stage. 

Mr. Simpson. Principally in finding sites in the District of Colum- 
bia upon which we can build within the price limitations. 

Mr. THomas. When do you think you will get those under con- 
tract and the dirt flying now ? ; 

Mr. Stmpson. I would not be able to say. We have three sites we 
are considering at the present time. One of them is subject to a 
public hearing before the District of Columbia Commissioners on 
February 17. It is located near the Arthur Capper Dwellings, be- 
tween Fourth and Fifth on M Street SE., and we intend to build an 
apartment building there for elderly families and the other ones have 
not been publicized. Do you want to have this off the record? 

Mr. Tuomas. All right. 

(Discussion off the record.) 

Mr. Tuomas. Now, what we are interested in is this: When are you 
going to get the dirt flying ? 

Mr. Stmpson. That I would say, Mr. Chairman, on past experience, 
would be 2 years. 

Mr. Tuomas. It will be 2 years before the actual construction will 
be undertaken ? 

Mr. Srmpson. That is right. 


AUDITS BY PHA AND GAO 


Mr. Tuomas. I have one further question. I notice there is a report 
there from the Comptroller General. He audited your books, and by 
and large I thought it was very nice. There was a discrepancy, but 
by and large it was not too serious, was it? 

Mr. Srurpson. No, sir. 

Mr. Tuomas. What direct authority, if any, does the Public Hous- 
ing Administration have or take in the day-to-day operations of the 
Washington Housing Authority ? 

Mr. Srupson. Day-to-day ? 

Mr. Tuomas. Yes. 

Mr. Srurson. In what respect. Do you mean financial ? 

Mr. Tuomas. The day-to-day management. The answer is “None”, 
is it not? 

Mr. Srupson. No. They are currently making an engineering sur- 
vey of our properties and a management survey. 

Mr. Toomas. For what purpose? 

Mr. Stimpson. To see whether we have efficient management, whether 
we are filling our vacancies promptly, efficient, economical manage- 
ment. 

Mr. Tuomas. Well, that is a good thing. I think this committee 
suggested last year that they do that. 
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Mr, Smpson. Yes, sir. 

Mr. Tuomas. Is there any misunderstanding between the Public 
Housing Administration and the Authori ity, or is there any misunder- 
standing between the Authority and the General Accounting Office? 

Mr. Stimpson. I think we have reached a general agreement on al] 
of the points, have we not, Mr. Haskell ? 

Mr. Hasxewt. I believe we can say “Yes” to that. 

Mr, Tuomas. Now, you have reached an agreement with whom? 
The Public Housing Authority or the General Accounting Office or 
both ¢ 

Mr. Hasketxi. With both. We have very good relations with both 
agencies, very satisfactory arrangements. The only complaint we 
have is something that apparently we have been unable to do anything 
about, and that is the dual audits, the audit by the General Accounting 
Office as well as by the Public Housing Administration, which is very 
time consuming and burdensome, insofar as our staff is concerned. 

There is another indication of the impact of our dual Federal-local 
setup. This coming to this committee 1s another, which does cost us 
some labor and money. 

Mr. Tuomas. Well, you are spending our taxpayers’ money here, 
over $1 million for subsidies, actu: lly, about $1,500,000, are you not? 

What was the figure for 1959? 

Mr. Epwarps. $1,680,000. 

Mr. Tuomas. That was not the complete figure, $1,680,000 ? 

Mr. Epwarps. That is right. 

Mr. Tuomas. It was around $2 million, because that did not take 
care of 1,000 units, approxim: ately. It is $2 million. 

How are you going to avoid us? You do not want us or the Public 
Housing Administration to: audit you ¢ 

Mr. H ASKELL. We would be gi: ad to have them audit us, or anybody 
to audit us. We like a good audit. We even welcome two audits, but 
two audits makes an unnecessary administrative burden on our staff. 

On the last two audits made by the General Accounting Office they 
had a crew of six auditors auditing us for a period of about 9 months. 
They were at our offices for about 9 months auditing. 

Mr. Tuomas. Did they pay you any rent, or anything? You should 
have collected rent from them. 

Thank you, gentlemen, very much. 


VALUE OF JEFFERSON TERRACE 


Mr. Simpson. Mr. Chairman, I might mention that Mr. Howard 
Schladt, our site acquisition officer, who has been in the real estate 
business all his life, is here and I think you had a question about the 
land at Jefferson Terrace that he could answer. 

Mr. THomas. We are very glad that you have come over. Did the 
Housing Authority get full value for that land down there? 

Mr. Scuuapr. I think Jefferson Terrace cost the Authority $119,000 
and they sold it for $156,025. : 

Mr. Tuomas. Yes, but that land is selling for $2 or $2.50 per square 
foot, and we only got $1.50. If you sold it to another public body, 
did you sell it to them at a bargain price ? 
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Mr. Scutapr. No. The sales price was based on valuation of two 
independent appraisers. : 

Mr. Tuomas. Well, you can get any number of different appraisers 
for whatever price you are loking for. You can get it if you get the 
right appraiser. 

Mr. Simpson. One appraisal was $150,000 and one was $160,000, and 
we split the difference. 

Mr. Tuomas. Anyway, you think you received the top price for it? 

Mr. Scuuapr. We surely did. 

Mr. Tuomas. It is around $2.50 or $3 for the reuse of the land, and 
they jacked it up 100 percent on you. You do not like people making 
100 percent on you; do you? 

Mr. Scuuapr. No, sir. 

Mr. Tuomas. That is what they did. 

Mr. Scunapr. You mean with us? 

Mr. Tuomas. Yes. 

Mr. Scuxapr. No. 

Mr. Tuomas. Well, it has been nice to see you. Thank you for 
coming over. Come back and see us. We like you folks. 

Mr. Stmupson. Thank you, Mr. Chairman. 


THE RENEGOTIATION BOARD 
WITNESSES 


THOMAS COGGESHALL, CHAIRMAN 

DONALD ROSS, BOARD MEMBER 

RUSSELL A. STUART, BOARD MEMBER 

ARTHUR R. CAMPBELL, BOARD MEMBER 

HOWARD W. FENSTERSTOCK, GENERAL COUNSEL 

AMOS J. COFFMAN, ASSISTANT GENERAL COUNSEL 
ROBERT F. HAGGERTY, DIRECTOR OF ADMINISTRATION 
PAUL T. SEMPLE, DIRECTOR OF ASSIGNMENTS 

MISS ELFRIEDA EGBERT, BUDGET ANALYST 


SALARIES AND EXPENSES 


Program and financing 


| 1959 actual | 1960 estimate | 1961 estimate 


Program by activities: | 


i, Memseative direction... ......2lseiccccleconuceced.--ds cue | $485, 262 $468, 000 | $471, 000 

2. Staff operations Saban ace ae iad 793, 460 764, 000 769, 000 
3. Renegotiation operations (field) - __- sedi oad cee 1, 746, 778 1, 618, 000 1, 630, 000 
nn nares niin 3, 025, 500 2,850.000 | 2, 870, 000 
Financing: Appropriation (new obligational authority) ...._.- 3, 025, 500 2, 850, 000 | 2, 870, 000 
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Object classification 


. —$—___.__, 
| 


1959 actual | 1960 estimate | 1961 estimate 


Total number of permanent positions__...._........__.._- : 328 310 310 
Full-time equivalent of all other positions_........._-- : ‘ 1 l 1 
Average number of all employees. __..................---.-.-. 315 297 207 
Number of employees at end of year___.-----.---.-----.---- 301 300 300 


ee a ee 9.4 $8,374 |) 9.3 $8,348 | 9.3 $8, 386 
01 Personal services: | hae 
go ee _..----| $2, 690, 432 $2, 523, 500 $2, 533, 200 
Positions other than permanent_____ nated : 4, 503 4, 500 | 4, 500 
Other personal services___.___.__..----....--......-- 10, 900 | 20, 000 10, 300 
Total personal services_...........__- nee 2, 705, 835 2, 548 000 2, 548, 000 
Saale anal ae : 5, 831 25. 000 25, 000 
03 Transport ation of things. 309 | 1, 500 1, 500 
04 Communication services eat ; aoe 70, 800 70, 000 70, 000 
06 Printing and reproduction____.__...________- 10, 073 | 10, 000 | 10, 000 
7 Other contractual services es aetient ut 19, 524 19, 000 39, 000 
08 Supplies and materials......_.....-.....___. a 14, 296 14, 000 14, 000 
08 Equipment. ead aa A eA RS ta 2, 787 3, 000 3, 000 
11 Grants, subsidies, and contributions_._....._._____- 167, 669 159, 000 159, 000 
13 Refunds, awards, and indemnities...____-............... 700 oe 
15 Taxes and assessments_._.....__..__.__._.___. ees 772 500 500 
erent 3, 025, 500 2, 850, 000 2, 870, 000 





Mr. Tuomas. We have with us this morning the Renegotiation 
Board. It is certainly always a privilege and pleasure to have this 
distinguished group with us. 

We have with us our friend, the Chairman, Mr. Coggeshall, Mr, 
Ross, Mr. Stuart, Mr. Campbell, all Board members, and Judge 
Fensterstock. Where is he? 

Mr. CoecrsHau.. He is right here. 

Mr. Tuomas. It is nice to see you, sir. 

We have Mr. Coffman, the Assistant General Counsel. Mr. Hag- 
gerty is the Director of Administration, and Mr. Semple, Director of 
‘Assignments; also, we have the very attractive and friendly Miss 
Elfrieda Egbert, the budget analyst. Every group we think is en- 
titled to an attractive lady. 

Do you think you oughi to call on Miss Egbert for a little speech 
this morning? It is very seldom that we get a very attractive lady 
in here. We just get all of these smart men. 

Mr. CoccrsHaLL. You might be careful. It is leap year, you know. 

Mr. Tomas. Well, it is nice to have all of you here. 

Mr. Chairman, do you havea statement for us? 

Mr. CoccrsHaLi. Yes, I have a statement. I would like to say be- 
fore I commence the statement that this is the fifth time I have had 
the pleasure of appearing before this committee. 

Mr. Tuomas. It isalwaysa privilege to have you. 

Mr. Coacrsnatu. I would say that last year we were on the brink. 
Three out of four times we were on the brink. This year we are 
not. 

Mr. Tomas. When did you get your legislation through ? 

Mr. CocersHatn. July 13, it was signed | by the President, and passed 
in the House and Senate July 1, the day after the coverage expired. 

Mr. Tuomas. What isthe duration of the act? 

Mr. CocersHALL. June 30, 1962. 

Mr. Tuomas. Well, it is a very useful function, and it ought to be 
attended to by the legislative committee right on the dot. 
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Of course, in a period of national emergency I do not know how we 
could do without your services. 

Mr. CoaersuHaLL. Thank you. 

With your permission I will proceed with the prepared statement. 

Mr. Tuomas. All right; go ahead. 


GENERAL STATEMENT 


Mr, CogcesHaLL. Mr. Chairman and members of the subcommittee, 
[am privileged once again to appear on behalf of the Renegotiation 
Board in support of its budget estimates for the fiscal year 1961. 

Since I last appeared before this subcommittee about a year ago, 
the coverage of the Renegotiation Act has been extended for 3 years. 
At that time the coverage of the act expired on June 30, 1959. Now it 
does not. expire until June 30, 1962. This means that the workload 
of the Board, as demonstrated in the justifications filed with the 
subcommittee, will continue at least at the present rate through fiscal 
1962 and for some time thereafter. 

Therefore, the Board is requesting virtually the same amount for 
fiscal 1961 as was appropriated for its operations for the current 
year. 

* We estimate that all the current year’s appropriation will be needed 
for operations through June 30 of this year. 

The Board’s present request is for $2,870,000 as against an appro- 
priation of $2,850,000 for the current year. The increase of $20,000 
isneeded for payments under the new Federal Employee Health Bene- 
fits Act of 1959. 

The extension of the act makes it essential that the Board be per- 
mitted a sufficient appropriation to maintain a competent, balanced 
staff, a staff capable of effectively performing the highly complex and 
technical job of analyzing the defense profits growing out of the con- 
tinuing enormous defense budget. The caliber of the work done by 
the Board must be of a high order. The actions of the Board in deter- 
mining excessive profits are required to withstand scrutiny not only 
in the courts but in the Congress itself. 

Last year, when the extension of the act was before the Congress, 
every facet of the Board’s operations was subjected to a most critical 
examination. In public hearings before the Ways and Means Com- 
mittee, and the Finance Committee, and in extended executive sessions, 
the act and the Board’s operations under it were thoroughly reviewed. 

As a result, the act was extended virtually without amendment. 

In so doing, however, the Congress directed the Committee on 
Armed Services of each House to make a full and complete study 
(currently in progress) of defense procurement policies and practices, 
with particular regard to the effectiveness of different types of pro- 
curement and contractual instruments in achieving reasonable costs, 
pres, and profits. It further directed that these studies be followed 

y a full and complete study of the Renegotiation Act of 1951, as 
amended, and of the policies and practices of the Renegotiation 
Board. The latter study is to be conducted by the Joint Committee on 
Internal Revenue Taxation. 
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SAVINGS AND RECOVERIES 


The Board’s expenses have always been small in relation to the 
benefits derived by the Government from renegotiation. 

From its organization under the 1951 act through June 30, 1959, 
the Board made agreements or orders determining excessive profits 
in the total amount of $783,812,931 before Feder: al tax credit. 

Agreements and orders in process as of that date amounted to 
$45,633,402. 

In addition, renegotiation proceedings with assigned contractors 
disclosed voluntary refunds and price reductions amounting to 
$1 .033,862.401. 

Thus, the total amount of recoveries and price reductions directly 
attributable to the existence and influence of the renegotiation law, 
from the inception of the Board through June 30, 1959, aggregated 
$1.863.308.73 

During the same period the administrative expenses of the Board 
totaled $29,657,434, or 1.59 percent of such savings. Both totals haye 
shown comparable increases to the present date. 

It is, I am sure, apparent to the subcommittee that any reduction 
in our requested appropriation would compel the elimination of some 
of the personnel who do this job. Such a reduction in the face of 
the Board’s continuing responsibilities would hamper the Board in 
performing its difficult task. 

If defense profits are to be properly and fairly examined, the Board 
should be permitted at least to retain its present working capacity, 
The appropriation requested for 1961 will, in our judgment, enable 
the Board to meet this responsibility. 

I shall be pleased, of course, at the pleasure of the subcommittee, 
to answer any questions or supply any other information relating to 
the activities of the Board. 

Mr. Chairman, it occurred to me it might be helpful to read a little 
additional paper which forms a postscript to my formal statement. 

I know you and the members of your committee are concerned with 
numerous agencies and with the great variety of laws under which 
they operate. It may help you, therefore, to have me recall to your 
minds in a very few brief sentences the broad outlines of. the 
renegotiation process. 

Would you like me to read, Mr. Chairman, a short statement which 
is included customarily in our annual report to the Congress? 

Mr. Tromas. All right, go ahead. 


THE RENEGOTIATION PROCESS 


Mr. CocersHatyi. Under the statute, renegotiation is conducted not 
with respect to individual contracts, but with respect to the receipts 
or accruals of the contractor under all renegotiable contracts and 
subcontracts in an entire fiscal year of the contractor. 

Not all Government business is subject to renegotiation. The act 
applies only to contracts with those agencies of the Government 
named in or designated pursuant to the act, and to related subcontracts. 

These agencies presently are the Department of Defense, the Army, 
the Navy, and the Air Force, the Maritime Administration, the Fed- 
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eral Maritime Board, the General Services Administration, the Na- 
tional Aeronautics and Space Administration, and the Atomic Energy 
Commission. 

The act originally required every contractor to file a report with 
respect to its renegotiable business for a fiscal year. At present, con- 
tractors whose renegotiable sales are below the ‘floor, that is, the mini- 
mum amount prescribed by the statute, may file or not, as they choose. 
All reports are examined by the he: vdqui urters Board in Washington. 

Those which show aggregate renegotiable sales below the floor are 
set aside. In cases above the floor, “if the profits are obviously not 
excessive, no further action is taken and the contractor is so notified. 

All other cases are assigned for renegotiation to a regional board, 
usually on a geographic basis. 

The regional board commences renegotiation, obtains such addi- 
tional information as it needs, and then determines whether the con- 
tractor realized excessive profits, and, if so, in what amounts. The 
Board has delegated to the regional Boards final author ity to make 
agreements in cases involving aggregate renegotiable profits of 
$800,000 or less. 

If in any such case the contractor accepts the determination, and all 
related matters are satisfactorily resolved, an agreement is made for 
the payment of the amount determined. Otherwise the regional Board 
issues an order directing such payment. 

From this order the contractor has a right to appeal to the statutory 
Board. 

In the larger cases, in which the regional Boards do not have final 
authority to make agreements, the determinations of the regional 
Boards must be approved by the statutory Board before agreements 
can be executed. 

If a regional Board determination is not acceptable to either the 
statutory ‘Board or the contractor, the case is res issigned from the re- 
gionable Board to the statutory Board for further processing and 
completion. 

On any final order of the Board with which the contractor does not 
agree, the contractor may obtain a redetermination by filing a petition 
in the Tax Court of the United States. 


DEPARTMENTS COVERED BY ACT 


Mr. Evins. Thank you, Mr. Chairman, for a very excellent state- 
ment. I think it was most helpful, too. I liked your summary of 
the accomplishments of the Board over the years and now that you 
have been given new life there is a new impetus from Congress for 
your Board to go forward with new vigor in this important field. 

It is most helpful to summarize, as you have very succinctly, the 
total recoveries and the voluntary recoveries and others over the life 
of the Board. You have indicated in your addendum the agencies 
to which you give scrutiny. I am sure that the Department of De- 
fense is the one with the largest volume of work. What about the 
General Services Administration and the National Aeronautics and 
Space Administration ? 

Mr. CoccrsHati. General Services is rather limited. Generally 
speaking, the great majority of their contracts are exempted as having 
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no relation to the defense effort. Where they come in particularly 
is where they have supply contracts entered into—for example, air- 
plane tires—which are drawn against by the Air Force and by the 
Naty Also with their machine tool purchases; the General Services 
Administration was responsible for the purchases of machine tools, 
But we do see very little under present conditions. 

Mr. Evrns. Have you given attention to the Aeronautics and Space 
Administration ? 

Mr. CoccrsHaty. We will. That became a subject of interest when 
it was set up in the autumn of 1958; they took over a number of De- 
fense Department contracts. We are just getting a list of the con- 
tracts which they awarded in 1959 and performance under 1959 con- 
tracts will not be reportable to us until May 1, 1960. 

You have 4 methe to file after the close of your fiscal year. So we 
have not come to grips with that yet. 

Mr. Evins. There is an enormous amount of appropriations for 
this agency and appeals for much more, and it will be a very big field. 

Mr. CoccrsHauu. Naturally, as it gets going, it will add to our 
workload. 

Mr. Tuomas. Did last year’s act, which became law in the middle 
of June, change the amount of work subject to renegotiation? How 
did that act change the existing law ? 

Mr. CoccrsHaLu. There was really no change except to carry for- 
ward losses on renegotiable contracts for 5 years instead of 2 years. 

Mr. Tuomas. Go ahead. 

Mr. Evins. The $20,000 increase you are asking for is under the Em- 
ployees’ Health Benefits Act? 

Mr. CoacrsHatu. Yes, sir. 


ADEQUACY OF STAFF 


Mr. Evins. You think your staff is adequate to do the job with all 
of these new agencies ? 

Mr. Cocersuaty. We have studied it very carefully. I will be very 
frank. I was asked the same question by the Bureau of the Budget. It 
is the first time they have ever asked me anything of that sort. Our 
best forecast is, we can do it with our trained people. I said, a year 
hence that may be something else. But I do not believe in padding 
the budget and counting on contingencies. We have thoroughly 
trained people. 

I did tell them if we go on and need replacements we will probably 
come to a time when we would have to ask Congress for an increase 
for recruiting new people who would not be much use to us, no 
matter what their ne training and experience was, until after a 
period of indoctrination of 6 months or more. We might need an 
increase under those conditions, but we have not come to it yet. 


DEPARTMENTS COVERED BY ACT 


Mr. Botanp. The agencies that you renegotiate for are specifically 
designated by statute / 

Mr. CoacesHati. By statute. The President can add to them in 
the case of a declaration of emergency. 
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Mr. Bouanp. You don’t renegotiate for the Federal Aviation 


pat 
{r. CoacEsHALL. No. 


Mr. Boianp. Has any thought been given to renegotiating for the 
FAA? 

Mr. Cocersnaut. I think not because perhaps they do not enter 
into defense contracts. 

Mr. Botanp. They buy tremendous amounts of equipment costing 
millions and millions of dollars. I would think that would be well 
worth looking at some time. 

Mr. CoacesHa.. It could be. It was looked into a year ago. It 
will no doubt come up before the Joint Internal Revenue Taxation 
Committee for study. At that time they were doing very little. 

Mr. Bouanp. That is right, but since a couple of years ago when 
they established the FAA they are going to spend millions in ‘the field 
of air safety. This is all equipment and means expenditures of mil- 
lions and millions of dollars. I think it ought to be one agency we 
could bring under the act. 

Mr. CogcrsHau. Let us make note of that. 


TAX COURT PETITIONS 


Mr. Botanp. How many contractors filed a petition in the Tax 
Court for redetermination ¢ 

Mr. CocersHaty. There were 92 petitioners to December 31, 1959. 
On June 30 it was 85. Now seven more have been filed. 

Mr. BoLanp. Over what period of time ? 

Mr. CocGrsuatu. The existence of this Board. 

Mr. Fensterstock. Since 1951. 

Mr. CoccrsnHatL. To June 30, 1959, we made 3,343 money determi- 
nations and 3,071 of them were settled by bilateral agreements and 

972 ended in unilateral orders, of which 85 have been carried to the 
Tax Court of the United States. The others were settled. 

Mr. Evins. How many were disposed of in the Tax Court ? 

Mr. Coccrsuauy. Of the 92 petitions filed to December 31, 1959, 31 
have been disposed of, 19 withdrawn, 7 by stipulation, with moderate 
adjustments—one happened to be upward from $75,000 to $200,000. 

In that particular case, certain sales found to be renegotiable had 
not been so reported to us. The other four were reduced slightly on 
technicalities. 

Five were settled in the Tax Court. Two cases have been carried 
from the Tax Court to the court of appeals on jurisdiction—questions 
of law. In both instances the findings of the Tax Court, which were 
similar to our findings, have been upheld by the court of appeals. 

Mr. Boranp. Does your own legal staff represent you in the Tax 
Court? 

Mr. Coccrsnatt. The Department of Justice does but we work 
closely with the Department of Justice. 


RECOVERIES AND EXPENSES 


Mr. THomas. What is the last year that you have a complete rec- 
ord of the number of cases handled by you and the amount of money? 
Mr. CoacrsHaLu. June 30, 1959. 
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Mr. Tuomas. That recent? What about the fiscal year of 1958? 

Mr. CoccrsHat.. June 30, 1959, is the most recent. We have a chart 
here on page 12. 

Mr. Tuomas. Does that set it out? No; we are looking for the 
amount of money. 

Mr. CoeersHaty. Oh, you are looking for the amount of money ? 

Mr. Tuomas. Yes. This shows your. workload. 

Mr. CogcesHaty. That chart is on page 18. 

Mr. Tuomas. Does that show it ? 

Mr. Fensrerstock. Yes. 

Mr. THomas. Can we put this chart in the record later on? TI do 
not want to put it in now. Fer 1952 administrative expense was what, 
$926,003 ? 

Mr. CoacesHayi. $926,000? No, those are refunds. The black js 
the expense, one million six hundred. We were just getting off the 
ground. 

Mr. Tuomas. Then 1953—— 

Mr. CoecGEsHALL. $19 million recoveries: $5 million expenses. 

Mr. Tuomas. 1954? 

Mr. CogeresHatu. $119 million recoveries : $5,116,000 expenses. 

Mr. Tuoomas. 1955? 

Mr. CoeersHau. $167 million recoveries ; $4,388,000 expenses. 

Mr. Tuomas. 1956? 

Mr. CoaGesHa.L. $152,649,000, and expense $3,860,000. 

Mr. Tuomas. Is there any connection there between your expense 
and your recovery ? 

Mr. (CCOGGESHALL. No, sir. You might have the same expense and 
have all clearances some vears. It could hs: appen. 

Mr. Tuomas. Not too bad an answer would have been “Yes.” 

Mr. Coecesuaty. But I had to give an honest answer. 

Mr. Tuomas. 1957? 

Mr. CoacEsHAL. $151 million recovery and $3,500,000 expenses. 


JUSTIFICATION DATA 


Mr. Tuomas. Miss Reporter, put pages 4 through 7 in the record, 
and let it be shown that the Board now has three regional boards. 
Also, insert the map showing the regions, New York region is Maine, 
Vermont, New Hampshire, Massachusetts, Connecticut, Rhode Island, 
New York, Pennsylvania, New Jersey, Delaware, Maryland, Virginia, 
West Virginia, North Carolina, South Carolina, Florida, Georgia, and 
Alabama. 

The next one is at Detroit. 

(Pages referred to follow :) 


PURPOSE OF APPROPRIATION 


The general purpose of the appropriation “Salaries and expenses, Renegotia- 
tion Board” is to provide funds for salaries and all other expenses of the Rene- 
gotiation Board, created by the Renegotiation Act of 1951 (Public Law 9, 82d 
Cong.), approved March 23, 1951, and as amended September 1, 1954, August 3, 
1955, August 1, 1956, September 6, 1958, and July 13, 1959, with authority for 
the determination and elimination of excessive profits realized by contractors 
and subcontractors in connection with procurement under the national defense 


program. 





act 
er] 
mu 
em) 
anc 


pro 
yea 
all 


on 

30, 
30, 
dat 
am 
qui 
dee 
In 

ant 
reé 
ass 


chi 


— 


ee 





se 


ie, 
d, 
fy 


id 


ia- 
ne- 
2d 

g, 
for 


ise 


107 


These estimates include the salaries of all full-time personnel assigned to the 
activities of the Renegotiation Board, as well as expenses of a few temporary 
employees. In addition, the estimates include all expenses for travel, com- 
munication expenses, printing and reproduction, office supplies, equipment, 
employer’s share of retirement and life insurance and social security programs, 
and other costs incident to the administration of the act. 


OPERATION UNDER THE ACT 


Under the Renegotiation Act the Renegotiation Board reviews the overall 
profits by a contractor on his defense contracts during the contractor’s fiscal 
year. Renegotiation is conducted on the basis of total receipts or accruals from 
all defense contracts and subcontracts and not on a contract-by-contract basis. 
By statute a contractor having a total of $1 million or less of receipts or accruals 
on defense contracts and subcontracts during any fiscal year ending after June 
30, 1956, a total of $500,000 or less for any fiscal year ending on or after June 
30, 1953, or a total of $250,000 or less for any fiscal year ending before that 
date, is not subject to renegotiation. A contractor having more than such 
amount of renegotiable business is subject to renegotiation. In those cases re- 
quiring renegotiation proceedings, the Board secures as much information as it 
deems necessary to determine whether the contractor has made excessive profits. 
In each case the Board’s determination is based on the measure of efficiency 
and the application of the other factors set forth in the act, which are (1) 
reasonableness of costs and profits; (2) capital employed; (3) extent of risk 
assumed; (4) nature and extent of contribution to the defense effort; and (5) 
character of business. 


Estimate of obligations by activity 


1959 actual | 1960 estimate | 1961 estimate 


1. Executive direction. -...-_-- pia ; $485, 262 $468, 000 $471, 000 
2 eer GDOTOtIOgs . . .......~<<s«e a a 743, 460 764, 000 769, 000 
3. Renegotiation operations (field E ‘ 1, 746, 778 1, 618, 000 1, 630, 000 

SU uke nebaniese 3, 025, 500 2, 850, 000 2, 870, 000 


Summary of man-year requirements 


1959 actual | 1960 estimate 1961 estimate 


1, Executive direction. g oe 51.4 49.0 49.0 
2. Staff operations — eee ee 86.9 | 84.3 | 84.3 
3. Renegotiation operations (field ‘ 177.3 164. 0 164. 0 

Total man-year requirements. -._..__...................- 315.6 | 297.3 297.3 


ORGANIZATION 


The Renegotiation Board is comprised of the headquarters office and three 
regional boards, with provision for five or more members on each regional board 
and a staff of professional accountants, lawyers, and renegotiators. A map of 
the regional board areas follows this page. 

The headquarters office is responsible for executive direction and administra- 
tive supervision of the Board's activities. It receives all financial statements and 
other reports filed by contractors or subcontractors subject to the act, screens 
such reports to separate those involving obvious nonexcessive profits, and as- 
signs the others to the regional organization for processing. 

The Board at the headquarters office has delegated authority to its regional 
boards to process those assignments in which renegotiable profits before taxes 
are $800,000 or less (class B). In assignments of greater magnitude (class A), 
the Board reviews the determinations made by the regional boards. Any regional 
determination may be appealed to the Board at headquarters by a contractor or 
subcoutractor. 
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Mr. Evins. The location of the three boards are New York, Detroit, 
and Los Angeles. 


WORKLOAD 


That chart on page 11, the filings by contractors for the various 
years. : 

(Page referred to is as follows :) 

A detailed breakdown of the Board’s workload by fiscal years is presented in 
the following two tables: Table I summarizes the estimated filings by con- 


tractors’ fiscal years, and table II indicates the estimated receipt and disposition 
of such filings by the Renegotiation Board in Government fiscal years. 





TasLe [.—Estimated filings by contractors 



























| | 
| Fiscal year ending in— Total 
Years; 1951 |. _ a ee in- 
junder thorugh! | clud- 
prior | 1953 | | | | | } | ing 
acts 1954 | 1955 | 1956 | 1957 | 1958 | 1959 | 1960 | 1961 | 1962 | 1963 | prior 
act 
| Percy lacey ron ah 
— | | 
Floor....- 206; 79,415.31, 000/29, 000! 16, 000] 16, 000} 16, 000! 16, 000! 16, 000/15, 000114, 000) 2, 100/250, 811 
Above floor. ___-| 1, 760) 35, 245 7,000 5, 500) 4, 200) 4,000} 4, ms 4, 000) 4, 000 4, so) 4, 000) 500} 78, 205 
Total... a 2. +056) 114, 660 38, 000/34, 500/20, 200 20, _ 20, 000) 20, oan) 20, 000118, — 000} 2, — 016 
| | 











These figures represent the number of contractors who will file reports on 
renegotiable business they transacted in these fiscal years, but do not indicate 
the number of filings received in headquarters in these fiscal years. The number 
of filings received in headquarters in the various Government fiscal years is 
indicated in table II on page 12. Contractors are not required by the act to 
file reports with the Board until the first day of the fifth month after the close 
of their fiscal years, causing a time lag of 4 months. For example, a con- 
tractor whose fiscal year ends December 31, 1959, will have until May 1, 1960, 
to file his report with the Board. 

Mr. CoccrsHati. We should have brought this chart up to date 
and added the 49th and 50th States—Alaska and Hawaii. Both come 
in the territory of the Los Angeles Board. 

We have occasional contracts for construction in Alaska and Hawaii. 
We will make a note of that. 


FILINGS WITHHELD AND ASSIGNED 


Mr. Evins. Explain your chart on page 16, “Above Floor Filings 
Withheld and Assigned.” Would you do that? 

Mr. Cocersuaty. Explain the chart? We have as I can show you 
coming back to our last year, if you turn to page 11, the estimated 
filings by contractors for the fiscal years, the various fise al years, we are 
running—we have floor filings of about 16,000 and above the floor of 
4,000. 

That is about the way it has been running. For the fiscal year 
1959 we have floor filings of 18,363, above floor filings of 4,005. The 
filings above the floor, 4,005, go through a screening operation. And 
we assigned to the field in that particular year, 1,161; the rest were 
withheld as having no sign of excessive profits. 

It. goes through very careful scrutiny by men experienced in it for 
a number of years. 

Mr. Evrns. You completed 1,400 cases during the year? 
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Mr. CocersHaty. Yes. When Mr. Semple brought me word we 
were right on the nose, I wouldn’t believe it; but it was just adding 
up each separate field office—Los Angeles, Detroit, New York. It will 
never happen again. We have been always very close on the estimate, 
but our estimate on completion was 1,400 and we hit that exact figure. 

Mr. Evins. You completed how many and carried how many for- 
ward to the next year? 

Mr. CoacrsHaLyt. The addition of assigned cases plus the previous 
year’s backlog, but we completed 1,400, so our backlog—we entered 
the year with 1,598, which was reduced to 1,359. 

When I took over 3 or 4 years ago there was a big arrearage and 
we had a production goal of 125 percent, and it has been running not 
less than approximately 120 percent, speaking of production as the 
ratio of output against input. 


ADMINISTRATIVE EXPENSES AND REFUND DETERMINATION 


Mr. Evins. Please place page 18 in the record. I believe the chair- 
man did not read the figures. 
(The page referred to follows:) 


Adminictentivea ECrnencecan And Refund Determinations 
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Mr. CocersHaty. There is one on page 12 also; they are tied 
together. 
PROGRAM REVIEW 


Mr. Evins. Also insert pages 9, 10, and 12. Page 11 and the chart 
on page 8 were previously placed in the record. 
(The pages are as follows :) 


PROGRAM REVIEW 
WORKLOAD 


The Renegotiation Board administers the Renegotiation Act of 1948, the Re 
negotiation Act of 1951, as amended and extended through June 30, 1962, and, ip 
addition, has some responsibilities in connection with the Renegotiation Act of 
1943. 

An amendment to the act signed by the President on July 13, 1959, extended 
renegotiation for a 3-year period ending June 30, 1962, and provided for a 
5-year loss carryforward for fiscal years ending after 1958 instead of the 1- or 
2-year carryforward applicable to earlier years. This 3-year extension means 
that the renegotiation authority will continue for 1 year beyond the year for 
which these budget estimates are presented, and that there is no imminent de 
crease in the workload of the Board. 

It is estimated that the total dollar value of renegotiable contracts and subcon- 
tracts entered into by agencies subject to the Renegotiation Act during he 
period January 1, 1951, through June 30, 1960, will amount to approximately 
$310 billion. During fiscal years 1957, 1958, and 1959 volume of renegotiable 
sales contained in above the floor fillings withheld or assigned averaged about 
$27.5 billion a year. 

A contractor having renegotiable business in excess of the statutory minimum 
during his fiscal year must file a report with the Washington headquarters of 
the Board. Such reports are required to be filed no later than the first day of 
the fifth month after the close of each contractor’s fiscal year and must include 
financial statements and such other information as the Board requires. Since 
there is no penalty for delinquent filings, except in cases of willful failure or 
refusal, the Board must maintain a constant followup program. 

The Board maintains a card index of Government prime contractors and 
their subcontractors. At appropriate periods, principally at the end of the 
calendar year (70 percent of contractors’ fiscal years end with the calendar 
year), it sends letters of preliminary inquiry apprising contractors of their 
responsibilities under the statute. For fiscal years ended prior to July 1, 1956, 
every company having receipts or accruals, no matter how small, under con- 
tracts, subcontracts, or even purchase orders, with agencies named in the act, 
was required to make a filing with the Board. For fiscal years ending on or 
after this date a company may make a filing if its renegotiable receipts or ac- 
cruals are below the respective statutory minimums but it is not required. A 
considerable number of such companies elect to file in order to obtain the ad- 
vantage of a final settlement of their renegotiation status. 
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Mr. CoaersHaty. You are asking about the chart on page 16. We 
have disposed of page 18 already. You wanted the ratio, the explana- 
tion of the ratio between withheld and assigned ? 

Mr. Evins. Yes, and I was asking next : about the percentage of re- 
coveries based upon the expenses of the agency. You say it is 1.59 
percent ? 

Mr. CoccesHaLu. That isa cumulative figure. 


BREAKDOWN OF EXPENSES 


Mr. Evins. Well now your operating statement on page 19, total 
personal services for 1959 you have $2,705,835, and for the next year 
you are asking for $2,548,000. 1 

Mr. CoecrsHati. We are asking for the identical amount except for 
$20,000. 

Mr. Evins. “Travel” is the same, “Transportation” is the same, 
“Communications” are identical, “Printing and reproduction” are the 

same, “Other contractual services” you jump up from 19,000 vo 39,000, 

Mr. CocersHaLu. That comes from the insurance, that is the only 
difference. 

Mr. Evins. No other changes. 


COMPARATIVE STATEMENT OF EXPENSES 


Miss Reporter, put in the chart on page 19. 
(The page referred to is as follows :) 


Comparative statement of expenses 


Actual, 1959 Estimate, Estimate, 
dH 1061 
01 Total personal services : ; oe $2, 705, 835 $2, 548 000 $2, 548, 000 
02 Travel_...... 5 ae ; 15, 831 25, 000 25, 000 
03 Transportation of things ie : 309 1, 500 1 500 
04 Communication services fae a 70, 800 70, 000 70. 000 
06 Printing and reproduction. ._-- ‘i 10, 073 10, 000 10, 000 
07 Other contractual services ihe r 19, 524 19, 000 39, 000 
08 Supplies and materials__----- 14, 206 14, 000 14, 000 
09 Equipment. pea 2 787 3, 000 3, 000 
11 Grants, subsidies, and contributions: Contribution to 
retirement fund 167, 669 159, 000 159, 000 
13. Refunds, awards, and indemnities 17, 604 % ; 
15 Taxes and assessments 772 500 500 
PN hn 3, 025, 500 2 850. 000 2 870, 000 
10] Personal services, together with employer’s contributions to the retirement, social security, and lif 


insurance programs, account for an average of 95 percent of the Board’s total expe 
FIELD OFFICES 


Mr. Evins. About your personnel. Do they remain in constant 
positions. Your Office of Review is 28. How about your field offices, 
no change / 

Mr. CoccrsHat. In the field offices we come to page 29. 

Mr. Evrns. You had 185 positions, dropped down to 171 positions. 

Mr. CogGesHatu. Yes; we had a reduction from a budget of some- 
thing over 3 million, appropriation of over 3 million, to two million 
eight-fifty going into this year and we had to make a certain amount 


of reduction. 
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We had reduced our arrearage and we had 1,400 completions against 
1,161 assignments and we made a very careful analysis. 


TRAVEL 


Mr. Evins. Do you travel a lot to your branch offices or communicate 
by telephone 

“Mr. CocersHatt. More by telephone. The travel allowance is 
pretty small. I try to get to each branch office at least once a year, if 
yossible twice a yea Last year I was so tied up with legislation that 
I didn’t get to Detroit. I did go to a seminar in Los Angeles with the 
General Counsel, and I also addressed a group of small businessmen 
that had been griping about renegotiation and I hope I succeeded in 
pouring oil on the troubled waters. But we did less travel last. year 
than we hope to. Our Director of Accounting goes out occasionally, 
also our other office directors. 

Mr. Evins. Have you traveled to Alaska or Hawaii yet? 

Mr. Coccrsuatn. No, sir. Two men in Los Angeles did go by 
accommodation, at no charge, on a Navy plane to see a contractor 
facing a potential refund and who insisted on having his work exam- 
ined in the field and we always respond to that but they did manage 
to get a free ride out on a couple of Navy planes. 

Mr. Evins. That is a very economical operation, Mr. C hairman. 

Mr. Coccesuatu. I am an old New Englander. The old New 
Englanders and the southerners I think from your part of the country 
want to see results. 

BELOW-THE-FLOOR FILINGS 


Mr. Botanp. On page 10 of your justification I note the language: 


A company may make a filing if its renegotiable receipts or accruals are below 
the respective statutory minimums but it is not required. A considerable number 
of such companies elect to file in order to obtain the advantage of a final settle- 
ment of their renegotiation status. 

What is the advantage ? 

Mr. CocersHauu. If they don’t make a filing they have an open end 
liability. By the statute of limitations, if they make a filing and we 
don’t commence renegotiation within 1 year, they are discharged. 

Mr. Botanp. But they are exempt under the law anyway. 

Mr. Coccrsnati. Not necessarily so. We do have to examine some 
of these statements and they do not always stand up. 

Most. companies below the floor like to feel that they would like to 
file with us and if we don’t disturb it in any shape or manner at the 
end of 1 year the statute of limitation comes into play. 

Mr. Bonanp. In the last fiscal year, how many companies that are 
below the floor elected to make a filing ? 

Mr. Sempre. 18,363. 

Mr. Botanp. How many were among the 18,000? Were any of 
those considered to be above the floor ? 

Mr. Sempre. I would say about one-half to 2 percent on analysis 
may be above the floor because of the common control provisions of 
the act. 

Mr. Botanp. That isall. Thank you. 

Mr. Evins. Mr. Ostertag, any questions? 
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FEDERAL EMPLOYEE HEALTH BENEFITS ACT 


Mr. Osrertac. Mr. Chairman, I note in your statement that the 
Board requested $2,870,000 as against $2,850,000, and that the increase 
is based entirely on the anticipated cost under the Federal Health 
Benefits Act. Isthat substantially true? 

Mr. CogGEsHALL. $20,000. 

Mr. Ostertac. What are the total number of employees under the 
Renegotiation Board ? 

Mr. CoccrsHati. At headquarters it is 134. This act covers all, 
We are roughly 300 employees ; 300 more or less. 

Mr. Osrertac. And it will cost approximately $20,000 to cover 300 
employees ? 

Mr. CoeersHaty. Yes, sir. That was carefully prepared in the 
Office of Administration and scrutinized by the Bureau of the Budget. 

Mr. Tuomas. We have had a lot of difficulty finding out the formula 
that the various agencies use. Maybe you can help us. 

Mr. CoacrsHatt. The basis that they started with, and you correct 
me, Mr. Haggerty, if I am wrong, is what we find our employees have 
been doing through the Blue Cross and soon. Of course the average 
age of our employees is on the rather high side. 

“Mr. Tuomas. Are they all my age, about 31 or 32? 

Mr. CoccrsHau. I will not say the av erage is up to the age of the 
chairman but not too far removed, the average age is probably be- 
tween 50 and 55. 

Mr. Hacoerty. Mr. Chairman, the Bureau of the Budget has issued 
Bulletin 60-3 which includes a formula to figure that out with. 

Mr. Tuomas. What does that formula amount to? Tell us what it 
means. 

Mr. Hacecerty. The way they set it up in preparing budget esti- 
mates is: agencies will assume that the Commission will set initial 
agency contributions per employee at the minimum amounts author- 
ized by law including a 4-percent add-on for administrative expense. 

Mr. TuHomas. Which formula do they use, the one that goes up to 
$9.50 a month, twice a month ? 

Mr. Haacerrty. No, sir, self-insured, a contribution of $1.30, self 
and family was $3.12, and female employees with family which 
includes a nondependent husband $1.82. We have an extraordinary 
large amount of married people in our agency. 

Mr. TxHomas. The formula is purely a guess. It cannot go any 
lower but the chances are when you get through it will be 40 percent 
higher. 

Mr. Coccesiate. It could be. I would say that the 20,000 is a con- 
servative figure and it is more likely it would be 30,000 or 25,000. 
That is low field 20,000 and high field might be 30. I am going back 
to the days when I used to take ocean trips. 


ABOVE-THE-FLOOR FILINGS 


Mr. Botanp. How many filings are made above the floor? I asked 
you earlier about below-the-floor filings. 
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Mr. Coccrsnay. Last year was 4,005,, You might be interested in 
the analysis of the Renegotiation Board made in emma Clearing 
House the other day. They madean analysis. [Reading:] 

Renegotiation Board figures for fiscal 1959, more annual reports filed by con- 
tractors, new gains in winding up renegotiation cases assigned for determina- 
tion by the Renegotiation Board, more applications by contractors for Board 
approval of their claims for commercial article exemptions—increases in all 
these areas are noted by the Renegotiation Board in its fourth annual report. 

And then they summarize highlights of the report but that is their 
top opening paragraph. 

Mr. Botann. The $1,863,308,734 figure that you gave us in your 
statement is actual savings of the Government, elther ‘through renego- 
tiation or voluntary price » reductions ? 

Mr. CocersHati. Yes; those are price reductions outside of the 
terms of redeterminable contracts. We don’t count those at all. 

Mr. Ostertac. There are only certain types of cases that come under 
the Renegotiation Board and that has to do with those cases or con- 
tracts that are based on an excess of profit. 

Mr. CoccrsHauu. If they have over a million dollars receipts under 
the present law, since 1956, if the receipts and accruals are in excess 
ofa million dollars they must file with us and are examined. Seventy- 
one percent are being withheld in headquarters and 29 percent are 
being assigned to one - of our three regional boards and eventually get 
back to the Renegotiation Board in Washington. 

Mr. Ostrertac. Regarding the extension of the act and your gen- 
eral operation of cases that come before the Board, in your statement 
you point out that it is based on reasonableness of costs and profits, 
capita] employed, extent of risk assumed, and so on. 

Mr. CoacEsHati. Those are the judgments we apply, the evaluation 
we apply in deciding whether or not excessive profits have been 
realized. 


CONSIDERATION OF ADVERTISING AND GENERAL EXPENSES IN DETERMINA- 
TIONS 


Mr. Osterrac. That is what I mean. There has been considerable 
criticism of the chargeoffs. Take for example in the military, a lot 
of the contracts that have been made with their military establish- 
ments have involved a lot of activities and advertising and general 
expenses that were made a part of their cost of operation. 

Mr. CoccrsHaLu. Yes, sir. 

Mr. OsrertaGc. Do you people get involved in that in the determina- 
tion of profits 

Mr. Coccrsnaty. Yes, sir. We have special provisions in our reg- 
uation about the type of advertising which is acceptable as allocable 
to renegotiable business. All the advertising an airplane contractor 
indulges in, we will say, is a good tax deduction or has been up to 
now but it has not been a good deduction for purposes of renegotia- 
tion. The only type of advertising that we accept from a prime con- 
tractor as allocable to renegotiable | business is in the first instance help 
wanted and in the second, we follow procurement practice in this 
respect, for advertisements for trade and scientific journals in the field 
that they operate in. 
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Institutional advertising we do not allow. We have had a number 
of battles on that and we have consistently disallowed that type of ad- 
vertising often running to the tune of a million to $2 million a year, 
Mr. OsTERTac. I see. 
Mr. Evins. Mr. Jonas? 
Mr. Jonas. No questions. 
WORKLOAD 


Mr. Evrns. Did you say you had about 1,300 cases carried over in 
the new year? 

Mr. CoccrsHati. Yes, sir; 1,300 plus. 

Mr. Evins. How many do you anticipate in the new year? 

Mr. CogcEsHALL. New assignments or carryover ? 

Mr. Evrns. New cases in addition tothe carryover. 

Mr. CocersHaLtt. We have estimated 1,170 new cases and my 
present impression is that that is going to be moderately exceeded. 

The first half of the year, the first. 6 months we made assignments 
to the field of 552. Our experience is that the May and June assign- 
ments represent at least 3 months as a rule. You see the bulk of the 
contractors file with us around May 1, 4 months after the close of 
the calendar year. 

So I would look for the assignment figure to be instead of 1,170 
something in excess of 1,250. On the completions we are running a 
little below our forecast which was 1,400 for the year and we stood at 
615 on December 31. 

Of course the week before Christmas nothing is done and I take 
every step to see we have as good a closing inventory as possible in 
the month of June. But at the moment I believe we are not going 
to make our 1,400. 

I would say it is more likely somewhere between 1,300 and 1,350 
completions. Our production, instead of running about 120 to 125 
percent, is running for the first 6 months of the year, as the ratio of 
output against input, at a 112 percent. 


SUFFICIENCY OF FIELD OFFICES 


Mr. Evtns. I wonder if three branches are really sufficient for the 
important work of this Board: whether or not you might have some 
suboffices. You could keep a closer eye on some of this business. I 
wonder whether or not you have adequ: ite field personnel. I am sure 
you have wisdom and supervision in Washington, but what about the 
field ? 

Mr. CoccesHati. We have found these three regional boards, since 
the closing of the Chicago regional board in June 1957, we have 
found these three have we wked very well. Various men connected 
with the Chicago regione: board were transferred to the Detroit re 
gional board and that made for good liaison. 

Two men on the Detroit regional board were on the Chicago re 
gional board and the Director of Accounting, and so forth, and in the 
center of the country 





Mr. Evins. Some of the agencies appearing before this committee 
have told us that they find it less expensive to maintain a small 
office with one or two assigned -personnel rather than put people on 
per diem and travel. 
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Mr. CoccesHati. Certainly I appreciate the point of view you have 
expressed, Mr. Evins and if we did see a change I would come to the 
Appropriations Committee and the Bureau of the Budget and make 
q recommendation to that effect. 

Mr. Evens. As long as you can keep down the percentage of ex- 

mses to recovery you will be welcome and your operations “justified. 

Mr. CocersHauu. That is very nice to hear, sir. 

Mr. Evins. Mr. Jonas? 


LOSS CARRYBACK AND CARRYFORWARD 


Mr. Jonas. Do you have anything in your regulations comparable 
to the loss carryback provisions in the tax laws? 

Mr. CoccrsHa.Lu. No, that has been aired before the congressional 
committees, both the Ways and Means Committee and the Senate Fi- 
nance Committee and the Joint Internal Revenue Taxation Committee 
more than once, and it has always been frowned on and rejected. We 
could not do it by regulation, that would be statutory. 

Mr. Jonas. You close out a calendar year and then start over next 
year ¢ 
' Mr. CoccrsHatn. That is right. There is a carry forward of losses 
which has been extended in the last extension of the act last July. 
Instead of a 2-year carry forward of loss there is a 5-year carry for- 

ward of loss. 

Mr. Jonas. That is all. 

Mr. Evins. We thank you gentlemen for your fine representation. 


DELINQUENCY FILINGS 


Mr. CoccesuHaLtL. We would like to draw one thing to your atten- 
tion because your chairman has often expressed an interest in this 
area. 

Mr. Fensrerstock. This concerns the activities and progress of the 
U.S. attorney in the matter of delinquent filings. If you care to have 
an up to date report on that we would be glad to give it to you. 

Mr. THomas. Which case is that? 

Mr. Frensterstock. The activities of the U.S. attorney. 

Mr. Tuomas. What are they doing? Do you have any cases pend- 
ing against the people who failed to file? 

Mr. CoacrsHau. There was one judgment in court. 

Mr. Fenstrerstock. Here is the statistical record. Through Decem- 
ber 31, 1959, a total of 121 cases were referred by the Board to the 
U.S. attorney. 

Mr. Tuomas. To the Attorney General in the district where they 
arose ¢ 

Mr. Fensterstock. District of Columbia. 

Mr. THomas. You make them all returnable here ? 

Mr. Fensrersrock. Yes. 

Mr. Tuomas. Go ahead. 

Mr. Fensrersrock. All but six have been cleaned up in one way 
or another. That means 115 of the 121 have been cleaned up. Sixty- 
seven 

Mr. Triomas. How do you mean cleaned up? 
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Mr. Fenstersrock. In various w: ays. Of the 115 the further efforts 
of the U.S. attorney produced filings in 67 cases. ‘Twenty cases were 
dropped because of the small or negligible amounts involved. Eleven 
contractors were out of business with no sign of any recoverable 
assets. Fifteen cases were referred back to the Board for one reason 
or another by the Department of Justice, the U.S. attorney. 


CRIMINAL PROSECUTIONS 


In two cases there were prosecutions, and last December one of 
those cases resulted in the first conviction under any of the Renego- 
tiation Acts we have had to date, including the wartime acts 

A contractor in Rhode Island was referred by the Board to the 
U.S. attorney for willful failure or refusal to file. As you know the 
act provides penalties for willful failure or refusal to file, those 
penalties being a year in jail or a fine up to $10,000 or both. 

In this case the U.S. attorney continued the Board’s efforts to ob- 
tain a filing and got nowhere and eventually filed an information 
against the company and two of the officers. 

Mr. OstertaG. May I interrupt you ? 

Mr. Fensrerstock. Certainly. 

Mr. Osrerrag. Out of all of the cases that are handled by your 
Board, only two have come to the point of prosecution. 

Mr. CoaersHau. Yes, sir. 

Mr. Fensrerstock. That is right. 

Mr. Tuomas. What was the judgment rendered in those two cases? 

Mr. Fenstersrock. Well, in one case, just before Christmas last 
year, the company was fined $3,500 and the information was dropped 
against the individual officers. The company pleaded guilty and was 
fined. In the other case, on the recommendation of the U.S. attorney, 
the court withheld judgment because it appeared that the circum- 
stances were quite unusual, although there was what appeared to be 
a willful failure or refusal to file. 

Mr. Tuomas. How much money was the Board claiming? 

Mr. Coccrsiaun. We did not know because there had been no filing. 

Mr. Fenstrersrock. The court witheld its judgment because virtu- 
ally the entire working population of the community was employed 
by this company and the court felt it would disrupt the economy of 
the community to convict the company. That would have made it 
a pretty good candidate for the barred bidders list and the whole 
economy of the community would have suffered. 

Mr. Botanp. You had no knowledge of this when you proceeded 
against them ? 

“Mr. Coccrsuaun. No. 

Mr. Osrterrac. Is there any penalty for failure to file? 

Mr. Fensrerstock. There is no penalty for mere failure to file. 
There are criminal penalties for willful failure or refusal to file and 
in these two instances the U.S. attorney undertook to prosecute. 

Mr. Ostrertac. Where was that case? 

Mr. CoccresHa.L. That was in Vineland, N.J., a small place in New 
Jersey. 

Mr. Fensterstock. In both cases, I might add, the company made 
the filing, which is the thing we are interested i in. 

Mr. Tuomas. The committee stands adjourned. 
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THurspay, JANUARY 21, 1960. 
FEDERAL TRADE COMMISSION 


WITNESSES 


EARL W. KINTNER, CHAIRMAN 

ROBERT T. SECREST, COMMISSIONER 

WILLIAM C. KERN, COMMISSIONER 

EDWARD T. TAIT, COMMISSIONER 

HARRY A, BABCOCK, EXECUTIVE DIRECTOR 

ROBERT M. PARRISH, SECRETARY 

WILLIAM P. GLENDENING, COMPTROLLER 

DANIEL J. McCAULEY, JR., GENERAL COUNSEL 

SEYMOUR F. STOWE, DIRECTOR OF PUBLIC INFORMATION 

JOSEPH E. SHEEHY, DIRECTOR, BUREAU OF LITIGATION 

WILLIAM R. TINCHER, ASSOCIATE DIRECTOR, BUREAU OF LITIGA- 
TION 

SHERMAN R. HILL, DIRECTOR, BUREAU OF INVESTIGATION 

JOHN R. HEIM, DIRECTOR, BUREAU OF CONSULTATION 

SIMON N. WHITNEY, DIRECTOR, BUREAU OF ECONOMICS 


SALARIES AND EXPENSES 


Program and financing 





ane — — — ~ — Ss 


| 
1960 estimate | 1961 estimate 


1959 actual 





Program by activities 
1, Antimonopoly 


(a) Investigation and litigation................-- $2, 793, 723 $2, 891, 700 | $3, 088, 400 
(6) Economic and financial reports............-..- 585, 165 602, 700 621, 300 
2. Deceptive practices: 
(a) Investigation and litigation ‘ 1, 432, 459 1, 591, 700 | 1, 942, 600 
(6) Trade practice conferences and small business. 313, 326 323, 900 | 345, 900 
(c) Textile and fur enforcement ------- . 532, 133 584, 000 726, 300 
(d) Lanham Act and insurance_-_----.------ =e 51, 370 35, 000 | 35, 000 
3. Executive direction and management... _....--- ; 410, 684 425, 000 | 425, 000 
4. Administration - -_.-- ie esbac ait i 371, 816 386, 000 | 415, 500 
Total program costs !. . - 6, 490, 676 6, 840, 000 | 1, 600, 0, 000 
5. Unfunded adjustment to tot: al progr: 4m costs: P roperty | 
transferred in without charge (—)-.-........--..------ DD din cw éwtneanottnitind waeaatica 
Total program costs, funded---....-- 6, 487, 390 | 6, 840, 000 | 7, 600, 000 
6. Relation of costs to obligations: Costs fin: inced from 
obligations of other years, net (—)-.........-.....-.-- on ID 15 cca s aiteaadebaasticcsdmoos 
Total program (obligations) -_.....................- 6, 484, 168 6, 840. 000 7, 600, 000 
Financing 
U a ated balance no longer available...............--- 3, 832 |. PaO oe te ee 
Appropriation (new obligational authority) -...........- 6, 488, 000 6, 840, 000 7, 600, 000 





1 Includes capital outlay as follows: June 30, 1959, $18,929; 1960, $23,000; 1961, $51,000. 
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Object classification 





| 
| 1959 actual | 1960 estimate | 1961 estimate 


Total number of permanent positions___..........--- so 756 756 855 
Average number of employees --_--................... ; 721 748 R38, 
Number of employees at end of year_______- gees abst 734 756 45 
Average GS grade and salary._._............- : i 9.2 $7,674 | 9.3 $7,739 | 9.0 7, 472 
01 Personal services: 
Permanent positions_- 53 = a $5, 568, 703 $5, 801, 000 $6, 289, 100 
Other personal services - -- ciiasicsieins steerage 26, 975 47, 700 24, 000 
Total personal services________-- ere éubig 5, 595, 678 5, 849, 600 6, 313, 100 
02 Travel iE a ni sh nies 233, 068 280, 250 372, 300 
03 Transportation of things ‘ ccthaent atte pibaee. 1, 616 3, 550 6, 000 
DE SITIO BOE WIGS ok eric dc ckcc ce cade ocdueencces 71, 232 72, 700 77, 700 
05 Rents and utility services... ; Ss ae 31, 736 38, 600 46, 600 
06 Printing and reproduction__._........._--.. anki 36, 899 30, 000 35, 000 
07 Other contractual services__..........___- a a a 63, 886 106, 300 207, 300 
ee ee ee Pee eee on 67, 814 | 60, 000 80, 000 





09 Equipment.____........... 5 . au 23, 000 51, 000 

11 Grants, subsidies, and contributions _- 375, 000 409, 000 

13 Refunds, awards, and indemnities_ _. 5 , 4 ’ slsccqmete 

15 Taxes and assessments._..............-- a laa 632 1, 000 2, 000 
Total obligations_._..... es 6, 484, 168 6, 840, 000 7, 600, 000 


Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have with us this morning the Federal Trade Commission. It 
certainly is a distinct pleasure to have this crowd of distinguished 
public servants with us. 

We have your Chairman, Earl Kintner, our former colleague of 
many years standing, Commissioner Secrest, Commissioner Kern, 
Commissioner Tait; and we have the Executive Director, Mr. Babcock. 
He has been coming over here many, many years. We have Mr. 
Parrish, the Secretary. Mr. Glendening is an oldtimer. It is cer- 
tainly nice to have him. 

We have a new General Counsel, Mr. McCauley. It is nice to have 
him. 

Mr. Stowe is an oldtimer. We have Brother Sheehy here; we 
could not get along without him. 

We have Mr. Tincher, Associate Director, Mr. Hill, Director, Bureau 
of Investigation, Mr. Heim, Director, Bureau of Consultation, and 
Mr. Whitney, Director, Bureau of Economics. 

This is certainly a distinguished group. We are honored and 
delighted to have you. 

I might note, gentlemen of the committee, that last time our friend 
Judge ‘Kintner was over here he was the General Counsel and now 
he is Chairman of the Commission. That is a well-earned and good 
promotion. You deserve it, and the biggest beneficiary of the promo- 
tion will be the country generally. The country is lucky to have men 
like you as Chairman, Brother Kintner. 

Mr. Krntner. I thank you. 

Mr. Tomas. Does anybody or all of you have a statement for us? 
We want to listen to you. We know you are doing very important 
work. 

GENERAL STATEMENT 


Mr. Kintner. Mr. Chairman, we do not have a formal statement 
except that which is set out. in the portion of this submittal entitled 
“The Summary of the 1961 Budget Request.” 
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Mr. THoMas. That is a good statement. We have read it. Do you 
want to summarize it for us and talk about any particular phase of it / 

Mr. Kinrner. I would appreciate the portions that you consider 
relevant being placed in the record or all of it, if you wish. 

| think it speaks for itself. rT 

Mr. Tuomas. Tell us about some of your most interesting activities, 
and some of your headaches. I guess you have a lot of them. Tell 
us how many times you have been pushed around the courthouse and 
how many times you have been doing the pushing. 

Mr. Kinrner. We are here asking for more money. 

Mr. Tuomas. There is nothing new about that. We are accustomed 
tothat. Do not let that bother you. We are accustomed to that. 


INCREASE IN APPLICATIONS FOR COMPLAINT 


Mr. Kinrner. We think that the flood of complaints that we are 
getting, and which must be handled, indicates that a modest increase 
inour budget is in order. 

Mr. Tuomas. I noticed your cases jumped from 2,400 to 2,600 to 
3,000 and now it is about up to 10,000 in one particular field, 1,000 a 
month. 

Mr. Kinrner. We had 4,400 letters of complaint last year, ee 
Chairman, and we have been getting letters of complaint recently : 
the rate of 1,000 a month. I personally hope that this rate does a 
long continue because we have a real problem in handling all these 
matters with reasonable promptness. 

The great concern of the public with misleading advertising and 
other deceptive practices has forced us to divert considerable man- 
power to attempt to clean up that problem. Much of the concern of 
the public today is with false and misleading advertising in television, 
radio, and in the printed media as well. 

We are engaging in a crash program to attempt materially to clean 
up advertising. 

Mr. Thomas. Would it be a fair criticism to say that the Commis- 
sion is perhaps putting too much time, energy, effort, and m: ipower 
on inconsequential things? Advertising is what we know it to be. 
Nobody believes it anyway. 

I was sitting looking at the television. Somebody is talking about 
the best filter cigarette or other and says it is on file with the U.S. 
Government. 

Now, he and his copywriter must have had some particular point in 
mind. They said it was on file with the U.S. Government with a point 
in view of trying to say that the Government had given it the stamp 
of ¢ approvi al. 

Who is the Government in this case? Is it the Federal Trade Com- 
mission? Is it the Public Health Service? Is it the Agriculture 
Department? Is it the General Services Administration? Or who 
is it? 

Mr, Kinrner. We thought he meant the Federal Trade Commis- 
sion, and we filed suit, as I remember, within 36 hours. That was the 
Life cigare tte case. 

Mr. Tuomas. People do not believe all of those things. After all, 
if you are going to take care of every little statement that X company 
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makes to puff its own stock it is sort of like the east Texas horse- 
traders. You know we have to brag on our horses. We might know 
that one does not have but three legs, but we expect the fellow who is 
going to buy it to use his two eyes and normal commonsense. 

That is something the public sees and something that the public 
perhaps does not believe in. It isa little bit irr itating to him, 

But what about your big things, the price fixing that is hid, that the 
public cannot see anything about or does not know anything about? 
All they do is pay the bill. They notice the difference 2 years after 
the act has been committed. What about your mergers / What about 
where the prices are increased ¢ 


ANTIMONOPOLY ENFORCEMENT 


Mr. Kintner. Over the years we have devoted, I think, about 60 
percent of our budget, our “doll: ir budget, to handling antimonopoly 
matters, the matters that you mentioned, and about 40 percent to de- 
ceptive ‘practice matters. This figure would be substantially carried 
out in the budget as we are requesting it. 

What we are trying to do is step up our activity in al] departments, 
not only in the deceptive practice work, but in the antimonopoly work. 
We are committed to an attempt to get better enforcement of the 
Robinson-Patman Act. We have a staff task force studying every 
possible means of more effective enforcement of the Robinson- Patman 
Act. 

BASIS FOR DETERMINING PROGRAM TO BE EMPHASIZED 


Mr. Tuomas. Mr. Chairman, is your workload and are the efforts of 
the Commission directly related to the information that John Public 
has with regard to these different items involved; in other words, is it 
based upon ‘the complaints you receive? The complaints you receive 
are directly tied in with the amount of national publicity that any 
particular act receives? Of course, you do not have much publicity 
on the case that you worked on for 2 or 3 years, namely, the price of 
drugs, and so forth and so on. 

Who determines and what yardstick do you go by as to what. par- 
ticular field of activity you work in for this year or next. year? 

Mr. Kintner. To some extent our work is determined by the com- 
plaints we receive from the public, and I might add that a consider- 
able portion of those complaints are transmitted by Members of the 
Congress. But we dotry to emphasize programs which we think are of 
the the greatest long-range benefit and hence the emphasis that we are 
now placing upon Robinson-Patman enforcement. 

Mr. Tuomas. In what particular regard with reference to Robin- 
son-Patman ¢ 

Mr. Kintner. A great portion of our Robinson-Patman complaints 
come with respect to practices in the food industry. We are spending, 
I would estimate, and have been for some time, about 10 percent of 
our overall budget in law enforcement activities in the food industry, 
antimonopoly enforcement in the food industry. 

We have at the printer a second economic study on the food industry. 
We published a preliminary report last year and a final report of the 
first phase of our economic study is now at the printer. 
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In addition to that we have many, many investigations going in the 
food industry and a substantial portion of our pending cases are in 
that industry. 

Mr. Tuomas. What is the thing that differentiates the Robinson- 
Patman Act from the Federal Trade Commission Act? It looks like 
they are both as broad as a barn door. You can do most anything 
you want to under either act, can you not ? 

Mr. Kinrner. I would not concede that, if there is a vigorous 
enforcement program. The Robinson- Patman Act is the anti-price- 
discrimination act and the Federal Trade Commission Act as you 
know broadly prohibits unfair methods of competition, deceptive acts 
and practices in commerce. 


MERGER PROGRAM 


We have gone forward on our merger program and a large segment 
of our enforcement dollar is being spent on the merger program. 

Mr. Tuomas. What part of your budget are you spending on the 
antimerger program ¢ 

Mr. Kintrner. Would you answer that, Mr. Babcock ? 

Mr. Bascock. $1,094,000. 

Mr. THomas. That is about 20 percent of your budget. 

Mr. Secrest. A little less. 

Mr. Tuomas. Break it down. 

Mr. Bascock. Under section 2 of the Clayton Act, $1,200,000. 


ANTIMONOPOLY CASES 


Mr. Kintner. It is the antimonopoly cases that take the manpower. 
This submittal is replete with instances of the very large number of 
man-hours necessary in any one case at any one stage in these anti- 
monopoly proceedings. 

We can handle a lot of deceptive-practice work while we are han- 
dling one antimonopoly matter. That is why the greater portion of 
our budget necessarily goes toward that. 

Mr. Tuomas. Does your antimonopoly complaint usually end up 
in the courthouse ? 

Mr. Kintner. A fair number do. But I would estimate that about 
75 percent of our cases, overall, are now being settled by consent orders 
and this releases manpower and money to handle other matters. 

So I think it highly in the public interest, and the consent order, 
cease and desist o1 der, is legally just as effective as one arrived at after 
extensive litigation. T believ e, too, that we are beginning to convince 
important segments of business that we mean business in some of our 
enforcement programs and particularly Robinson-Patman. I believe 
that as we vigorously do our job we will create an attitude on the part 
of business of desiri ing to better comply with the law. 

Mr. Tuomas. Could you class your agency, Judge, as a hard time 
agency or a good time agency ¢ ‘When does your workload i increase, 
duri ing good times, hard times, medium times, or what? Or can you 
correlate it along that basis? 

You see a lot of agencies during hard times are virtually dormant. 

Mr. Krxrner. I would say that. during times of economic stress we 
tend to get more complaints and to have more work to do. In times 








126 


of prosperity—this is particularly true in the deceptive-practice 
field—in times of prosperity the hard sell does not necessarily have to 
be used, but there is a tendency when there are too few ¢ ustomers § and 
too many goods for the shady operators to use deceptive practices in 
attempting to meet competition. 

Mr. Tuomas. Your budget has increased approximately 50 percent 
in the last 3 or 4 years. We have been havi ing a lot of good times. 

Mr. Kinrner. A lot of that has been occasioned ‘by the merger 
movement and our efforts to arrest that movement. I think indeed 
it is very important that we do so. 

Mr. Kern. I would like to say in that connection, Mr. C hairman, 
that I do not think that you can gear our work completely to the ques. 
tion of good times or hard times. You also, I think, are subject to a 
very prime consideration, which is the growth of our economy. Ag 
our economy grows quite obviously the “responsibilities of the Com- 
mission grow, too. Therefore, good times which increase our econ- 
omy I think hs ave some tendenc y tow: ard increasing the workload and 
the responsibilities of the Commission. 

Mr. Tuomas. I was thinking in that direction, too. 

Mr. Secrest. I think that in bad times you get legislation because 
the situation will demand it. It was in bad times that the Robinson- 
Patman Act was passed, that the Securities and Exchange Commis- 
sion Act was passed and the Wool Labeling Act was passed. 

I think you tend to get legislation because the problem gets so big 
that the Congress itself meets it direc tly. I think in good times the 
increase in business makes an increase in the work that the Federal 
Trade Commission should do. 


ANTIMERGER CASES IN THE FOOD INDUSTRY 


We have two complaints, as you know, going in the food industry, 
challenging the acquisition of 2,400 stores by Kroger. 

Mr. Tuomas. Is this Kroger and Jewel? You have two cases here, 
I believe. 

Mr. Secrest. We have, I think, three, actually. 

Mr. Bascock. Yes; we have three. Those are Kroger, National 
Tea Co., and Grand Union Co. 

Mr. Tuomas. Is it National Tea or Jewel Tea ? 

Mr. Bascock. National. 

Mr. Secrest. National. 

We are challenging the acquisition of 2,400 stores. No one gives 
up 2,400 stores without just as much fight as they can make. Cases 
like that require time, and they require manpower. Of course I have 
no comment on the merits of these cases. 

Mr. Tuomas. They require plenty of both. 

Mr. Kinrner. The Crown Zellerbach merger case required 114 
man-years just to handle it in the Appellate Division in the presenta- 
tion to the court of appeals. This was quite apart from all the man- 
power that had to be applied earlier by Mr. Sheehy’s trial staff. That 
was a year and a half of manpower just to present the appeal to the 
court of appeals, a tremendous case. 

Mr. Tuomas. Who handled the merger case of Bethlehem—and 
which other steel company ? 
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Mr. Bascock. The Justice Department. 

Mr. Tuomas. And who else ? 

Mr. Kintner. Youngstown Sheet & Tube. 

Mr. Tuomas. Did Justice handle that? 

Mr. Kintner. Yes. 

Mr. Tuomas. Was that by agreement between the Federal Trade 
Commission and the Justice Department ¢ 

Mr. Kintner. Yes. 

Mr. Secrest, I think, too, inasmuch as we now have the finality 
of the Clayton Act orders that our appellate staff will be busier by 
100 percent than they have ever been. In Clayton Act cases formerly 
we would issue the order. Then if they violated it we had to go to 
work and prove that violation, and the court would. issue an order. 
There was no reason for them to do much appealing since they could 
wait until we caught them the second time and still be in as good 
position as they were before. 

Now the finality of those orders means that on the first violation 
of our order they are subject to penalty. As long as they think they 
have any chance at all, in my opinion, they will appeal those cases. 
That is going to put a tremendous burden upon the Commission 
which it has not had in the past. 


ECONOMIC STUDY IN FOOD INDUSTRY 


Mr. Tiromas. What about the economic section? Who has that 
+9 
now ? 


Mr. Kintner. Dr. Whitney. 

Mr. Tomas. How have you been, sir? 

Dr. Wurrney. Fine, thank you, Congressman. 

Mr. Tiromas. How are you doing? Have you had any bad head- 
aches ? 

Off the record. 

(Discussion off the record. ) 

Mr. Tuomas. What are you working on now? What are your big 
problems now, Doctor ? 

Dr. Wurrnry. We are principally studying the concentration and 
integration and buying practices of food retailers. 

Mr. Bancock. The chains. 

Mr. Tuomas. Who isthe big No. 1 chain? 

Dr. Wuirney. The A. & P. isthe largest. 

Mr. Toomas. Is Safeway No. 2? 

Dr. Wuirney. It issecond. 

Mr. Tuomas. Who is third? 

Dr. Wuirney. Kroger. 

Mr. Tuomas. Who is fourth, Food Fair? 

Dr. Wurrnry. American Stores. 

Mr. Tomas. Where is Food Fair? They used to come in here. 

Dr. Wurrney. About sixth. 

Mr. Tuomas. That chain has done remarkably well in the last 10 
year's, 

Mr. Barcock. It has. 

Mr. Tromas. What about General Services ? 

| Mr. Evins. It came out of Food Fair. 
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Mr. Tuomas. They are good mergers. 


BUREAU OF CONSULTATION 


What about your agreement section? How is it doing? Is it pretty 
good ? 

Mr. Kintner. We aretrying to build that up. 

Mr. Tuomas. You are building it up by three jobs, I see. 

Mr. Kintner. We hope to get done even more work. 

Mr. Tuomas (reading) : 

This Bureau is responsible for obtaining voluntary compliance with laws 
administered by the Federal Trade Commission. With approximately 4 million 
businesses in the United States, it.is clearly advantageous to the public, the 
business community, and the Commission to have machinery to encourage and 
assist voluntary compliance with these laws. 

This work is accomplished through four means: (1) guide program, (2) trade 
practice rules, (3) stipulations, and (4) informal advice to small business, 

Mr. Kintner. Mr. Heim is the new Director of that Bureau. This is 
Mr. John Heim back here. 

Mr. Tuomas. Tell us, Mr. Heim, how are you doing and what prog- 
ress you are making. 


CIGARETTE ADVERTISING AND DECEPTIVE PRICING GUIDES 


Mr. Herm. I hope we are progressing. We have been working 
rather hard on cigarette advertising recently and the deceptive pricing 
guides are very active. 

Mr. Tuomas. Give us a few of your details as to what you do when 
you get some of the gentlemen in. What is your usual line of conversa- 
tion and what ar guments do you make and what arguments do the other 
people make. Do you take them by trade associations or do you take 
them by individuals, or how do you handle it? 

Mr. Herm. It varies. If it is a trade practice conference or a trade 
practice rule it is handled by industry generally. Under the trade 
guides, we have done it both ways. The tire advertising guides and 
cigarette guides are done by industry. The deceptive advert ising and 
bait advertising guides that we issued recently cut across the line, 
The bait guides cover retailers. The deceptive pricing covers manv- 
facturers as well with their list prices and their pre-ticketing, and their 
cooperative advertising campaigns in which they set prices. 

Mr. Tuomas. I was talking toa friend of mine a couple of days ago. 
He was moaning and groaning, saying he built up a big customer 
selling him automobile _ parts. He said that one of his competitors 
came in and cut the price right out from under him and gave him a 
wholesale price. How is that possible? 

Mr. Herm. The question there would be whether it violated the 
Robinson-Patman Act and by Commission edict the Bureau of Con- 
sultation does not get into that field at this point at all. As part of 
our trade practice rules, we do try to define the Robinson-Patman Act 
and what may constitute a violation. But when a violation comes up 
we refer it over to the Bureau of Investigation, which, in turn, would 
refer it to the Bureau of Litigation if there appeared to be a violation. 
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ATTITUDE OF TRADE ASSOCIATIONS TOWARD REGULATION 


Mr. Tuomas. Generally, do you find various trade associations in 
their particular field cooperative? Are they cooperative, or do they 
like to police themselves, or do they rely upon the Federal Trade 
Commission to sort of bump a few heads together every now and then. 

Mr. Herm. I supose you have all three situations. Certainly a lot 
of them like to report to us. We are very coy about the associations 

olicing themselves as far as any violation of the law goes. Certainly 
if we know about it, we object, if it is our law they are trying to en- 
force. But there is certainly a liking, I would think, in some trade 
associations to do just this. 

Mr. Kintner. | might add there, Mr. Chairman, that I suppose I 
have made a total of about 50 speeches since I became Chairman last 
June, and most of these have been at the urgent request of leaders of 
trade associations and business groups who feel that there are illegal 
practices existing in their industry, and they want someone from the 
Government to lecture the members of that industry to get in line, to 
get right with the Lord, and they feel that our vigorous enforcement 
program 1s perhaps the best persuader for voluntary self-regulation 
in their industry. 

AUTOMOTIVE PARTS CASES 


Mr. Tuomas. I notice you had a case against General Motors. Now, 
did General Motors make all of the spare parts for their various auto- 
mobiles, or do they let somebody else make them? How are they 
distributed? Wherein do these violations occur ? 

Mr. KinrNer. Who can answer that ? 

Mr. bascock. I can make an attempt at that. 

They make some and then those things that are not patented are 
made by others and distributed through independent distributors. 

Mr. Tiiomas. Are they a licensee under General Motors? 

Mr. Bascock. No, sir; they are not. Some of them sell to General 
Motors, and one of our approaches on that question is that in that in- 
stance the General Motors function as a distributor. 

We inquired into and have eliminated the special prices the original 
manufacturer gives to General Motors as against the independent 
distributor. We have several cases in that field. We have had. I 
think we have generally eliminated that particularly in the glass field. 

Mr. Tuomas. Under what circumstances, how does the discrimina- 
tion arise here? Here is a man who will buy 1,090 parts and another 
one will buy 500 parts. The man who buys 1,000 parts gets the better 
price. Isthat the way it arises? 

Mr. Barscock. The law provides he can do that to an extent that 
he can show an actual saving in the volume delivered or in the method 
of manufacture or distribution. 

Mr. Tomas. You have a shade of distinction at times; do you not? 

Mr. Bancocx. You asked about General Motors. They buy on two 
bases. First, for original equipment, we will say sparkplugs. Sec- 
ondly, they will buy for redistribution through their dealers in com- 
petition with independent distributors. There we see to it that that 
part of the purchases which they use for original equipment they 
can have at one price because they buy them in tremendous quantities, 
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but that which they use to redistribute as a distributor we see to 
it that they have to buy them on the same basis as the independent 
man does. 

Mr. Secrest. That is in the sale of replacement parts that you buy 
through the Chevrolet garage. The original part they buy at one 
price. But as to the parts they are selling i in competition with in- 
dependent manufactures of automobile parts, there is to be no dis- 
crimination. 

Mr. Bascocx. There are two outstanding cases in that area, Mr, 
Chairman. 

FOREIGN COUNTERPARTS OF THE COMMISSION 


Mr. Tuomas. Do the British, French, and Germans have a counter- 
part to the Federal Trade Commission in their government? 

Mr. Kintrner. No. They have a certain amount of trade regula- 
tion enforcement but not on the same basis as we in this country. 

Mr. Secrest. The distinction, I think, is in the question of cartels, 
They permit groups of manufacturers to get together for research 
purposes and various other purposes, but the movement is toward 
that. I think a year ago or 2 years ago the British set up for the first 
time a director to check over the antimonopoly business. 

Germany has one that is quite active. 

Japan has one which is almost identical with ours. They are not 
as active in any of these countries in the field. And their legalizing 
of cartels make their antimonopoly work limited compared to ours, 
We recognize no cartel here. But they all have something in the na- 
ture of an act that attempts to do what we do. 

Mr. Tuomas. I was told that in Britain if a man wanted to go into 
X business he had to get permission from the association to go in that 
business. 

Mr. Barcock. That is true in business. 

Mr. Kintner. This is the cartelization that has strangled compe- 
tition. 

Mr. Tuomas. The association sets the price. They set the terri- 
tory where the brothers of the cartel would operate, if one did not 
get over in the other fellow’s territory and did not mess with his 
price. That is just the opposite of the way the Federal Trade Com- 
mission in this country operates. 

Mr. Secrest. That is right. 

Mr. Bascock. Yes. 

Mr. Sueeny. I think, Mr. Chairman, that that is being changed 
in the United Kingdom right now. Under their present statute, they 
have a registrar with whom every restricted agreement must be filed. 
They have set up within the past year or 18 months special courts 
throughout the United Kingdom. Tt is the duty of the registrar to 
select from the agreements that. are filed with him the ones thathe 
considers restrictive and refer those to special courts. They have 
already passed on several, and in every instance, so far as I know, 
those courts have condemned the agreements that were submitted to 
them. 

ANTIBIOTICS CASE 


Mr. Tuomas. Two or three years ago the committee suggested to 
the Commission that they might look into the question of drugs and 
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antibiotics, and I think the (‘ommission has been looking into that 
field for some time. I have been reading in the newspapers where 
the committee at the other end of the Capitol also has been looking 
into it. 

Mr. Bazscock. Thatis right. 

Mr. Tuomas. What facts did they bring out at the other end of the 
Capitol that the Federal Trade Commisison did not already have? 

Mr. Kinrner. We have the tetracycline case in litigation, a very 
important one, in which there has been a tremendous amount of man- 
power devoted. I think that we better let Mr. Sheehy tell you about 
that, since it is in litigation. 

Mr. Yates. Mr. Sheehy, do you want to tell us about it ? 

Mr. Sueeny. That case is against the major manufacturers and 
distributors of tetracycline. It is a general charge of price fixing. 
We have completed vur case in chief. The matter is now in defense. 
The hearings will be resumed in New York next week. 

We hope with this series of hearings coming up in the next week 
and some rebuttal that we will be putting in, not a great deal, that we 
will close that record certainly in the next 30 days. 

Mr. Yares. Mr. Sheehy, have I not been hearing about this case 
for some years now ¢ 

Mr. Sueeny. On this case the complaint issued in July of 1958. 

Mr. Yates. I remember tetracycline, and I do not remember that 
there has been any other agency that comes before us that would tell 
us about that word. 

Mr. Sueeny. Possibly the Navy might. They have been very 
interested. 

Mr. Yarrs. We do not have the Navy before us. 

Mr. Sueeny. I see. 

Mr. Kern. Preceding the formal complaint there was an economic 
report which had been issued. 

Mr. Yares. This could be it. 

Mr. Kern. I think that probably is where you saw it. 

Mr. Yates. I remember the committee suggested that you look into 
the question. 

Mr. Sueeny. The complaint grew out of that investigation. 

Mr. Kinrner. We had an extensive antibiotics economic study and 
a published report on it. The tetracycline price-fixing case followed 
that economic study, and I think you might be interested in the man- 
power spent to date on this. 

Do you have that figure, Mr. Sheehy ? 

Mr. Sureny. I donot have that total figure. 

Mr. Krntner. I think it is in the submittal. 

Mr. Yates. Over what period of time did this investigation and 
prosecution take place? This has been for years. Your economic 
report was years in the making, was it not? 

{r. Bancock. About 2 years. 

Mr. Kintrner. Mr. Whitney. 

Mr. Wurrney. We began looking at it seriously, I would say, in 
1956. The economic report was published at the beginning of August, 
I think, 1958. I would say that the legal complaint was filed the same 
date the economic report. was issued. 

Mr. Sureny. It was filed in July of 1958. 
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Mr. Yates. Why did you take so long? 
Mr. Secrest. I think if you would describe the pretrial conference it 
might indicate why it takes a long time. 


PROCEDURE IN LITIGATED CASES 


Mr. Yates. I know many people wonder as to the effectiveness of 
the Federal Trade Commission because it does take so long before a 
wrong is corrected. 

As a result of your investigation apparently you felt that there was 
something that you should seek to stop. It 1s still in the preliminary 
stages of litigation, is it not? 

Mr. Sureny. We are practically completed with the hearings. 

Mr. Yates. With all the hearings? 

Mr. Sueeny. With all the hearings. We hope to finish within the 
next 30 days. We completed our case in chief in March of last year, 
Mr. Yates. Before which tribunal is that case being presented? 

Mr. Suereny. Before the hearing examiner of the Federal Trade 
Commission. 

Mr. Yarrs. Before the hearing examiner of the Federal Trade 
Commission ? 

Mr. Sueeny. Yes. 

Mr. Yates. Then it will go before the full Commission ? 

Mr. Sueeny. It would be appealed undoubtedly from the hearing 
examiner’s initial decision. The next step is his initial decision and 
then undoubtedly it will be appealed to the Commission. 

Mr. Yates. Then from the Commission it will go to the courts? 

Mr. Sueeny. If the Commission issues an order it will be appealed 
to the court of appeals for review. 

Mr. Jonas. Will the gentleman yield at that point ? 

Mr. Yates. I yield. 

Mr. Jonas. Why does it take so long to make out a case before an 
examiner? You finished your case in chief a year ago. Then the 
defendant has been putting on his case for a year ? 

Mr. Surenry. You have five defendants, I think. 

Mr. Jonas. They could not spend that much time in a court. Can 
you not speed up the proceedings? I cannot understand why it will 
take a year to put on a defense. 

Mr. Sureny. You have five respondents there, Mr. Congressman. 
Zach one has a right to be heard. 

Mr. Jonas. They cannot talk fora fifth of a year apiece. They have 
a right to be heard, and I would be the last person to cut off that right 
or impinge upon it, but I am like the gentleman from Illinois. It 
seems to me that there ought to be some way that once you file a 
complaint—this may eventu: 1ally go to the court, might it not ? 

Mr. Yares. It will if the Commission enters an order. 

Mr. Jonas. Then it may be several years before the case is dis- 
posed of. 

Mr. Yates. What is the purpose of the case? It is to seek to 
prevent a price fixing device, is it not 

Mr. Sureny. Correct. 

Mr. Yares. By the time you do go to court, assuming the Commis- 
sion enters its order and the court sustains the Commission’s order, 
you are then in another forum. 
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Mr. Sueeny. Correct. 
Mr. Yates. How do you get a preliminary stop order? 
Mr. Sureny. We have no injunctive authority in this field. 


AUTHORITY TO SEEK INJUNCTIONS 


Mr. Yates. Would you not be better off to go into court in the first 
instance and seek an injunction in court and try the case there? 

Mr. Sureny. We have no authority to seek an injunction in this 
particular field. 

Mr. Kintner. We might in that instance be faced with the neces- 
sity of trying it twice, first before the court to get the preliminary 
injunction and then adducing about the same facts before the hearing 
examiner and later the court of appeals on the merits. 

Mr. Yates. Yes, before the court. But you are going to have to 
do that anyway, are you not? If the Commission enters the order 
what is the nature of the trial that takes place before the court? The 
court will have to look into the facts to see if there is sufficient factual 
data to justify the Commission’s order. 

Mr. Kintner. This will be an appellate review. That takes place, 
of course, in the antitrust cases that the Department of Justice tries 
before the district courts. Very often these big antitrust cases before 
the district court take comparable time to what we spend in our actual 
trial of the matter before a hearing examiner. Then they are briefed 
just as our cases are and argued out before appellate courts and may 
goon tothe Supreme Court. So I think that the procedures, whether 
the antitrust case moves to the Federal courts or through the admin- 
istrative agencies is somewhat comparable. 


TIME REQUIRED TO COMPLETE CASES 


Mr. Secrest. I might add a little to that. I will take this only 
from a speech that Judge Barnes made as to the backlog of cases in 
the Federal courts. 

He says: “If we were obliged to continue this snail’s pace attack to 
congestion it will take the district court 16 years to dispose of existing 
backlog.” 

So most of our cases are over long since and gone before a district 
court might even get to it on a docket. 

This was just extra that I had in the file. But I asked our people 
some time ago just for my own information to check up on all the 
complaints that we issued in 1956. The information they gave to me 
was that in over half of the complaints we issued in 1956, the order to 
cease and desist was issued in 6 months or less, in another 25 percent 
the order to cease and desist was issued in less than a year. The re- 
maining cases, 10 of them took from a year to 18 months, 16 from 18 
months to 2 years and only 12 took over 2 years, Those 12 will be the 
hard-fought cases of mergers and things of that kind. 

Mr. Yates. These are the cases of the big corporations. The ones 
which were disposed of very expeditiously are ordinarily not your 
cases against a large corporation, are they? They are the ones. 

Mr. Secrest. Some of them would be because—— 

Mr. Yates. They come in, then, and agree to a consent order ? 
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Mr. Secrest. RCA in the payola complaint put—— 
Mr. Yates. RCA did not have much of a case. 
Mr. Secrest. They took a consent order. 
Mr. Yates. They did not have much of a case. They came in and 
let. you enter an order within a relatively short period of time. If 
they wanted to contest it you would still be fighti ing, would you not? 
Mr. Secrest. Yes, sir. It probably would not be settled yet. 
Mr. Yares. That is right. 
Mr. KINTNER. About “80 percent of the cases across the board are 
being settled by consent. That does settle a lot of matters. 


PENALTY FOR VIOLATIONS OF ORDERS TO CEASE AND DESIST 


Mr. Yates. What happens in such a case? Under the terms of your 
consent order, what penalty is a respondent subject to in the event he 
later resorts to the same type of violation ? 

Mr. Krntner. He is subject to the same penalties as he would be 
subject to for violation of an order entered after litigation. The con- 
sent order is just as effective legally as the order entered after litiga- 
tion. 

Mr. Yares. This does not quite answer my question. Suppose that 
one of your respondents commits a violation of the consent order, 
What is your practice? What do youdo? 

Mr. Kintner. We make an inv ‘estigation looking toward a penalty 
action and if we find that the order was v iolated we certify that case 
to the Department of Justice and it is tried out ina penalty proceed- 
ing in Federal district court. 

Mr. Yares. What is the nature of the penalty proceeding, fine or 
imprisonment ? 

Mr. Kintner. Up to $5,000 per day per violation and the Congress 
in the last session, first part of the session, has conformed our ( ‘layton 

Act enforcement to the Trade Commission Act enforcement so that 
the penalty proceeding applies across the board, the same penalty. 

Mr. Yates. You file a penalty proceeding against the corpor ation. 
Do you have authority to file such a penalty proceeding against an 
individual who is an officer or director of the company ? 

Mr. Kintner. Yes; all the parties respondent and in mi Ny Cases, 
of course, individuals are respondents. 

Mr. Yates. Take the RCA case, for example, the so-called payola 
case. Was this a case against RCA only or against the officers and 
directors ? 

Mr. Sureny. RCA. 

Mr. Yarrs. Why would you file against RCA only and not against 
the officers and directors? 

Mr. Tarr. Would the order not cover the officers and employees! 

Mr. Sureny. Not specifically. They are indicated in a group as 
officers, agents, and so forth. 

Mr. Krntyer. The corporation would be financially responsible. 
We would be able to exact any penalty that the court might levy for 
violation of that order. 

Mr. Yares. Is there any provision of the law that permits imprison- 
ment ? 
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Mr. Krntner. No; we do not have in that sense a punitive statute. 
Our statute is designed for preventive work rather than punishment 
for past offenses. 

Mr. Yates. I do not remember having seen any declaration as to 
what the scale of restoration is on offenses. Do you have statistics 
which indicate second proceedings against offenders ? 

Mr. Kintrner. We find that over all those against whom we have 
orders are very respectful of those orders because of that very huge 

nalty. The penalty possibilities are almost astronomical, up to 
$5,000 per day per violation as long as it continues. This creates a 
tremendous respect for our orders. 

However, during and in the past few years we have had a vigorous 
compliance program going and have exacted some fairly substantial 

enalties in some of our cases. 

Mr. Yates. Can you cite a few for the record ? 

Mr. GLENDENING. Page 30 of the budget submission shows some of 
the settlements that the courts have assessed in these violation cases. 

Mr. Yates. Over a period of 12 years you have collected something 
like, or the courts have assessed something like, $383,000. 

Mr. GLENDENING. Yes, sir. 

Mr. Yares. Was that significant, actually? How many respond- 
ents are involved in the total of $383,000? 

Mr. Secrest. If you look at the right—number of suits certified to 
the Attorney General—in 1948 and 1949 there were none. And when 
you come up to 1954, 11 were certified that resulted in $40,000; in 1956 
there were 9 that resulted in $19,000; in 1957 there were 12 that re- 
sulted in $24,000; in 1958 there were 11 that resulted in $21,000; and 
in 1959 there were 10 that resulted in $55,000. 

Of course, we have no control over the amount of penalty. The 
court levies that. 

Mr. Yares. You take a look at the illustrations on that page, Mr. 
Secrest, and you do not see any of the larger corporations of the coun- 
try. Is it that they abide by the law or you have filed no cases against 
them or they permit consent decrees ? 

Mr. Kintner. That last year we recovered $40,000 against P. Lo- 
rillard. There was a recent $35,000 levy against who, Mr. McCauley ? 
There was a recent $35,000 by the court against which corporation ? 

Mr. McCavtry. Trade Union Courier. It was $35,000. 

Mr. Yares. $30,000? 

Mr. Kintner. $35,000. 

Mr. Yares. I would like to go to the question of time. I think that 
was originally the purpose of setting up the Federal Trade Commis- 
sion, to provide for a rather prompt disposition of cases of the type 
that Congress thought should be corrected. 

How long does it take you to work? I suppose we ought to go into 
that when we develop the case. 


BACKLOG OF PENDING INVESTIGATIONS 
Mr. Kintner, I recently sent a case to you of a constituent who 


complained of deceptive practices on the part of some big oil com- 
panies, so he thought. This, of course, is something I do not know the 
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answer to. I do not want to infringe upon the Commission’s juris- 
diction here, but I think the case offers an ex: umple of delay. 

My constituent had an independent researcher investigate. The 
search indicated that the large oil companies were adv ertising that 
they had a deicer in their gasoline. The test showed that their gasoline 
would freeze at just below 31°. This is 2° below the freezing point, 
Yet, they advertised to the public over radio and by full-page news- 
paper advertisements that if they bought their gas they would be 
protected from gasline freezing. If the temperature does not go below 
31°, I assume the purchaser ‘s protected. But what happens when 
it goes below 31°? The gaslines are going to freeze. What do you do 
in a case like that? 

I do not know if I ever received an acknowledgment of my letter to 
you. This wasa month ago. 

Mr. Kinrner. Mr. Congressman, that illustrates the importance of 
the deceptive practice work, because that little deception, if it is a 
deception, could result in the transfer of a lot of business from com- 
petitors to that particular person making the representation, which 
has, in turn, a tendency to place him in a monopolistic position. 

Our problem is really having enough manpower to promptly investi- 
gate these matters. That is w vhy we have ask that the major portion 
of this new money that we are requesting be put in our Bureau of In- 
vestigation. We are about a year behind in our investigative work, 
and this is about the position that we were in last year when we were up 
here. We feel that the public interest demands that we get more current 
in our investigative work so that. we can handle these matters more 
expeditiously. 

Mr. Yates. I certainly agree with you. These things should be 
handled. 

What do you want from us? What do you want us to do to help you? 

Mr. Kintner. Ten percent more money. 

Mr. Yates. I asked Judge Gwynne every year for the last 5 or 
6 years, as long as he was chairman. I said: “Judge, will the amount 
you ask for permit the Federal Trade Commission to do its job?” And 
the judge always told us, “We can get along reasonably well with the 
money that is allotted.” 

Is the amount that you are asking for in this budget adequate to do 
the job? 

Mr. Kintner. I think it is reasonably adequate. 

Mr. Yates. You are giving me the same answer the judge gave, and 
next year come back and say you do not have enough money. 

Mr. Jonas. You have to remember we cut them a little bit. 

Mr. Yates. We only cut off $100,000. 

Mr. Jonas. You cut them about half the increase. 

Mr. Yates. It is on the first page as to what we cut them. 

Mr. Bascock. You gave us $326,000. 

Mr. Yates. I read from page a: 


The logie of this request prompted the Bureau of the Budget to recommend 
an increase of $460,000 in the fiscal year 1960. This amount was pruned to 
$325,000 by Congress. 

This was cut by $135,000. 
Mr. Kintner. We had some restoration in the Senate. 
Mr. Yates. Yes; that was restored, too. 
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Mr. penne. Congressman Yates, may I say something? 

Mr. Yates. You may indeed. 

Mr. Bascockx. The complaint you referred to, I find, is in work. I 
am amazed if you had not a reply to it. It is in active work at the 
oy time. 

Mr. Yates. My staff has not notified me of it. 

Mr. ee I see. 

Mr. Yares. I sent you copies of the test made by the independent 
research agency on the thing. 

Mr. Bascock. There poses one of the problems we were talking 
about—delay. 

Mr. Yates. I would like to hear your problem. 

Mr. Bascock. We sustained the burden of proof. The tests we have 
are probably not admissible. If they are, they are not decisive of 
the issue. We do not know what agency to go to to have those clinical 
tests or scientific tests run to establish the falsity of it. You will re- 
member we carry the burden of proof. In that type of case it is one 
of the most 

Mr. Yares. Perhaps this is an education for me, too. 

Mr. Kern. It is easy enough to prove. 

Mr. Yates. Of a particular gallon of gasoline. 

Mr. Bascock. I think quite frankly, Mr. Congressman, that is the 
type of case which the Commission ‘could and should process very 
expeditiously. 

Mr. Yares. I would think so, because the winter will be over and 
the harm done before the FTC takes affirmative action. What is 
happening down in Ohio, Mr. Secrest, is that Standard Oil Co. of 
Ohio is taking full-page ‘ads and putting a picture of the can my 
constituent puts his product in and X’s it out, saying, “Now, you don’t 
need a product like this any more.” They do not put the name on it, 
but X it out. 

As a result he meets a very formidable obstacle. If you put it into 
process, along with your other cases, winter is over before anything 
can be done about it. 

This chap who is being wronged, and I am not trying to persuade 
the Commission as to its decision one way or the other, but a case like 
this depends for its effectiveness on quick action or the complainant 
has no redress. What happens? Do you consider the urgency of the 
situation? Should you not look to the nature of the « ompl: Lint to see 
if special circumstances exist, such as the condition of the weather, 
whether seasonal pressures are involved ? 

Mr. Kintner. We do try to expedite particular categories of cases 
but it is always a great problem when you find so many cases and so 
many people clamoring for relief. There is nowhere to start ex- 
pediting. What we need 

Mr. Yates. If we give you the money that you say you want, the 

7,600,000, will this give you the shot in the arm that will permit 
you to move all your workload along so that all your cases will be 
disposed of expeditiously ? 

Mr. Kintner. I do not say all of our backlog problem will be dis- 
posed of it we put these 45 additional investigators into the field that 
we are asking for, but they can certainly make a substantial dent in 
this backlog. 
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Mr. Tuomas. Could you yield just a moment? 

Mr. Yarers. I will always yield to you, Mr. Chairman. 

Mr. Tuomas. Judge, you could not speed up the courts with $100 
million, could you? 

Mr. Kintner. No; but we can 

Mr. Tuomas. So, ‘after all, the success of your oper ration is not di- 
rectly attributable whether you have $9 million, $4 million, or $¢ 
million. Our beloved colleague over there just pointed out to you, 
quoting Judge Barnes, if the courts were to dispose of the Federal 
Trade Commission cases already pending over there it would take 16 
years. 

Mr. Secrest. That is the backlog. 

Mr. Tuomas. You have an adult population in this country. You 

cannot hold everybody’s hand every time he goes out and buys a sack 
of flour or hunk of meat or a chicken or automobile, or anything else, 

Mr. Secrest. I think an illustration of our worst point is New 
York City, where at the last check I made they had over 400 cases 
sent up there for investigation. With their present staff it would take 
over a year to clean up what they have. If we sent a new one up to- 
morrow and did not have them to expedite it, it would be over a year 
before it would be assigned to an office investigator to go out and look 
it up. That is delay, and I do not know how you can avoid it with- 
out sending up more people. 

When we got into the payola question, which arose through our 
normal channels, we got the letter of complaint and investigated it, 
ime investigators went from one lead to another. 

I do not know how you can get more work out of the people. I 
think they are working as hard as they can. 





CASES APPEALED TO U.S. APPELLATE COURTS 


Mr. Yarrs. How many of your cases go up on appeal to the courts! 
what. proportion ? 

Mr. Kintner. Percentagewise I would estimate something in the 
nature of 10 percent. This I think is an important fact. Under our 
statute the courts of appeal who review our cases give priority to those 
eases. So that we get reasonably expeditious handling of our cases 
in the courts of appeal. 

Mr. Yarrs. You have had other cases like the tetracycline case that 
have taken that length of time, that have gone to the courts. The 
reason for the question is I want to know how long it took you to have 
it disposed of in the court. 

Mr. Kinrner. We have cases that have gone to the courts two or 
three times on various questions and that of course does consume a lot 
of time. But the average case that goes to a court of appeals does not 
consume an inordinate amount of time because the court of appeals 
does give priority to our appeals. 

Mr. Yares. The court poi goes into the question whether you acted 
on reasonable evidence. 

Mr. Kinrner. And questions of law. 

Mr. Jonas. Will the gentleman yield ? 

Mr. Yares. I yield tothe gentleman. 
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TIME REQUIRED TO DISPOSE OF ANTIBIOTICS CASE BY EXAMINERS 


Mr. Jonas. I think you are right. I think the record will show, and 
J am speaking without any examination of the record, that the courts 
handle these cases more expeditiously than our examiners. 

The case you just cited illustrates it. 

Mr. Krxtner. Mr. Jonas, the difference is between the Federal 
trial courts and Federal appellate courts. ; 

Mr. Jonas. I know it takes longer to try a case in trial court than 
argue the case on appeal. I am not talking about that. I understood 
you tosay you finished your case in chief in March of 1959. 

Mr. Sureny. That is correct. 

Mr. Jonas. The defendant has had from then until now and still 
has not finished putting his case. That is your own examiner giving 
them that much time. Can he not speed that process up ¢ 

Mr. Sueeny. In that case, Mr. Congressman, there are five major 
defendants. 

Mr. Jonas. I understand. 

Mr. Sueeny. And each one is putting in a different type, slightly 
different type of defense. Each one has its own expert witnesses and is 
putting in its own defense. In that case I do not think that case 
could be tried anywhere any faster than it has been tried before the 
Commission. 

Mr. Jonas. Is that right ? 

Mr. Yates. I do not understand. You have five defendants? 

Mr. Sureny. Yes. 

Mr. Yates. How many expert witnesses does each defendant put 
on? 

Mr. Sueeny. I would have to check back on the record. This in- 
volves to some extent the patent that Pfizer has in this field and they 
have put on experts with regard to the patent situation, as to whether 
or not this product had been produced prior to that in the production 
of aureomycin. It is an extremely technical case. They have used 
a number of expert witnesses and we have also. 

Mr. Jonas. How many hours a day do they sit ? 

Mr. Sureny. Ordinarily the hearings will run about 5 or 6 hours 
and I think they have continued a good many of the hearings into 
the night. 

Mr. Tincuer. Yes, and many months now. 

Mr. Jonas. How many days a week ? 

Mr. Trxcuer. Two or three weeks out of each month for many 
months. 

Mr. Kinrner. 34,000 man-hours have been expended by the Com- 
mission on that case to date. It is a big case. 

Mr. Sureuy. Twenty-five or thirty attorneys appear for the re- 
spondents at each hearing. 

Mr. Jonas. Off the record. 

(Discussion off the record.) 


PENDING. ANTIMERGER LEGISLATION 


Mr. Yarers. I just want to ask one more question if | may, Mr. 
Chairman, that relates to the antimerger action. 
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On page c of your justification, which I read last night, you talk 
about the tremendous time-consuming nature of antimerger action, 

Would it speed up these cases any if instead of requiring you to 
shoulder the burden of showing that the proposed merger is not in 
the public interest, if prospective merging companies were required 
to make a showing before you and to obtain your consent before the 
merger could take place? 

Mr. Kinrnrr. We have asked Congress to give us the premerger 
notification. 

Mr. Yates. Notification. That is right. That would still keep 
the burden of proof on you. 

Mr. Kintner. Also injunctive power, that is, go to the courts and 
seek a preliminary injunction to prevent the scrambling of the eggs 
that takes place in these matters. 


NEED FOR POWER TO REQUIRE PRENOTIFICATION OF PROPOSED MERGERS 


Mr. Yates. How much of an evil is the merger movement? 

Mr. Tarr. Congress determined it was an evil. 

Mr. Yates. Do you agree with this? 

Mr. Tarr. I do personally. 

Mr. Kintner. I certainly do, too. 

Mr. Yates. If it is such an evil should not approval by an agency 
such as yours be required before the haieiieie mergers could take 
place? 

Mr. Tarr. Whether it would work that way or by giving injunctive 
ower, my feeling is that if Congress gave us power to secure an 
injunction to stop a merger immediately those companies would have 
no desire whatsoever to delay. They would then want a determination 
as quickly as they could receive one so they could go ahead with the 
merger. 

I am assuming that we would have injunctive powers that prevent 
them from going ahead. 

Mr. Kern. There is another practical consideration, Mr. Congress- 
man, and that is that our request for injunctive relief has not been 
favorably considered by the Congress to date. I do not think that 
is quite as drastic a remedy as you suggest. 

Mr. Kintner. We need that legislation very badly. 

Mr. Jonas. Would the gentleman from Illinois yield on that point? 

Mr. Yates. I yield. 

Mr. Jonas. This business of your attack on mergers worries me & 
little bit from this standpoint. We already have some giants in the 
field. Who is going to compete with them if you stop the organization 
of other groups that have the economic power to compete with the 
giants that are already in existence / 

Mr. Yates. Would the gentleman yield in return. What if one of 
the giants wants to merge? 

Mr. Jonas. Off the record now. 

(Discussion off the record.) 

Mr. Yates. I want to ask this question: Why would giving you 
prenotification shorten the amount of time that is involved in this. 

Mr. Kintner. It would readily give us the facts which we now have 


to glean from newspapers and other sources, and it would give us an 
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urderly presentation of the facts concerning that merger so that we 
could more quickly and readily determine whether it might be illegal. 
But what we need, really, is injunctive power. 

Mr. Yates. Do you not have the right to require the proposed merg- 

jng companies to furnish you with that information ? 
r. Kinrner. We very often do not know about a merger until 
it has taken place. 

Mr. Yares. I see. 

Mr. Kintner. We read about it in this Wall Street Journal and 
start investigating it. 

Mr. Kern. It also would make possible a more efficient order with 
respect to divestiture. J 

Mr. Secrest. Without the injunction the premerger notification 
would mean very little because likely we would get hundreds of mer- 

rsevery month. 

Mr. Yates. What about the suggestion I made? Is that too drastic 
an approach to require approval by the—— 

Mr. Tuomas. Repeat it again. I missed it. 

Mr. Yates. We have been talking about a prenotification statute, a 
statute which would require companies which propose to merge to 
give notice of their intention to the Federal Trade Commission and 
presumably to give them the facts incident to the merger. 

Mr. Tuomas. There is a bill pending now before the Judiciary 
Committee. 

Mr. Yates. That is correct. 

I asked the question how prenotification would solve this respon- 
sibility which is so onerous and burdensome to them now. I then asked 
why it would not be better rather than to require the merging com- 
nie to obtain Commission approval before the merger was con- 

uded. 

I would like to have an answer to that question. Somebody said 
that wasadrasticapproach. Is that too drastic? 

Mr. Kintwer. I personally think it is. 

Mr. Yates. Why, Mr. Kintner? 

Mr. Kintner. To me it has the odor of over-Government regulation. 
I would much prefer that the Government agency have the facts as is 
provided for in the premerger notification bill and then let the 
agency decide on the basis of its expertness whether it chose to chal- 
lenge the proposed merger. Then if we had injunctive power we could 
secure a preliminary injunction and prevent the merger from taking 
place until there had been a determination of the possible adverse ef- 
fects of that merger. 

Mr. Yates. What you are saying is you want the same result that I 
want, except you want it through an injunction in court. What is the 
difference 4 

Mr. Tarr. As pointed out a few moments ago most mergers today 
are not in violation of law. If all companies had to secure approval, 
we would have to do a lot of work on a lot of cases which are not law 
violations. 

Mr. Secrest. It would be a trial of the case. 

_Mr. Yares. Not necessarily a trial of the case. I was with a pub- 
lic service commission for a number of years and I know its proce- 
dures where one of the public utilities wanted to acquire a small prop- 
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erty or wanted to enter into a contract, it filed its contract with the 
Commission. Its inspection and preliminary approval was made by 
one employee. It was a ministerial act. He looked it over and ap- 
proved it. It went through as a matter of course. I assume the 
same thing could take place with most of the mergers that have no 
question of public interest involved. Some mergers, as you indicated, 
are contrary to the public interest. Why should you not be given 
the right to require a hearing to consider the question of public inter- 
est In such mergers, rather than requiring you to try to set it aside at 
a later date—a much later date—when the merged company has been 
doing business for some time? Why should you have the burden of 
trying to set it aside rather than examining it before the companies 
act 

Mr. Jonas. Will the gentleman from Illinois yield ? 

Mr. Yares. I yield. 

Mr. Jonas. What you are asking is that business will have to get a 
license from the Government to merge. 

Mr. Kinrner. That is the root of my objection to it, Mr. Yates, 

Mr. Yates. Why give you injunctive power then ? 

Mr. Kern. I think we could curb—— 

Mr. Yates. Let me ask Mr. Kintner. Why give you the injunctive 
power, then, if you think this is true / 

Mr. Krytyrer. Because we would be exercising the injunctive power 
only with respect. to those mergers which we fe alt were clearly illegal 
and that probably would be in the minority of the mergers taking 
place. 

These merger matters involve complex economic and marketing 
questions, even in the smallest of them. 

I think as a practical matter it would place a tremendous adminis- 
trative burden on the Federal Trade Commission because we could 
not take the unverified submittal of information by the corporation 
desiring to merge at face value. It would be necessary that we in- 
vestigate and verify those facts and then study the economic conse- 
quences to get market information. This would be a very heavy 
burden. 

Mr. Yares. You have that burden now. 

The fundamental question is whether or not there is a danger to 
the public—to the business community, for in many of the mergers 
taking place in the country, whether or not they contribute toward 
monopoly and the elimination of fair competition in our free enter- 
prise system. 

Presumably, there is; otherwise, the statute that is on the books 
never would have been passed in the first instance. 

Mr. Kintner. We must assume that the Congress found that there 
was such a danger. 

Mr. Yates. All right. Now, you are having the very devil of a 
time trying to keep up with it, with the statute that the C ongress 
put. on the ‘books. 

Mr. Kintner. Yes, we are. 

Mr. Yates. It is almost an impossible task, judging from the state- 
ments made in the justification, One of the Commissioners stated if 
you are giyen the-prenotification power, it will mean little unless 
you are given with it the right to apply for injunction. 
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Mr. Kintner. I agree. 

Mr. Yates, If given that right and given injunction to restrain 
the merger, I have some difficulty in reconciling in my own mind the 
difference between that type of procedure and one which would re- 
quire the companies to assume the burden in the first instance of 
making proof, justifying to the Commission that the merger is not 
opposed to the public interest. 

hank you, Mr, Chairman. 


WORK OF THE COMMISSION 


Mr. Evins. Mr. Chairman, at the outset in my comments I want 
to say that we are all very friendly to this Commission, It is an old 
friend of ours. 

I want to say to the Commission, in a personal way, that it is one 
of the favorite commissions among our colleagues of "the Congress. 
They respect and pay a lot of attention to the | Commission. 

As the chairman said, the business community respects the orders 
of the Commission. The fact that these fines have been assessed 
will add to the respect for the orders of the Commission. 

The main concern of our colleagues, as we talk in the cloakroom and 
in the committee here every day, is that cases referred to the Com- 
mission do not have the expeditious treatment that they should. It 
takes too long. We have already gone over that, but that is the main 
burden of the c omplaint. I do not know about the public, but people 
here complain to Congress. 

We have a fine Chairman of the Commission. He has gone up from 
the ranks through the General Counsel to Chairman. 

In a review of one of his statements by one of the trade magazines, 
it was pointed out that there has been a great rash of bills falling in 
the hopper in the Congress. These are bills introduced by Senator 
Monroney, Judge Celler of the Judiciary Committee, and the Small 
Business Committee of the House and Senate. 

Mr. Kintner seems to think, judging from this reported interview, 
that we probably have adequate laws, sufficient laws already, and that 
we do not need a lot of these laws. 

What he says we need is more money. 

I, for one, am for giving them adequate money to do the job, if we 
could have, as the Chairman said, reasonable assurance that the Gom- 
mission could get caught up with its backlog of cases. 


EXTENT OF EMPHASIS ON PAYOLA CASES 


Mr. Chairman, are you putting your emphasis today on the payola 
eases rather than what we talked of earlier, the ane ‘ases, 
which are the ones that the small business community of the Nation 
really look to for relief to themselves. They want enforcement of the 
antitrust. laws. 

Mr. Kinrner. We are trying to give attention to all areas that 
urgently need attention and we have not substantially deprived the 
antimonopoly part of our work for effort on payola. 

It is true that we had a temporary diversion of manpower for payola 
investigations in our various field offices, but these are cases relatively 
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easy to investigate and quick to investigate. So we may divert man- 
power for a few days and then we can return that manpower to the 
larger antimonopoly cases. 

We are making a determined effort, particularly, to expedite the 
Robinson-Patman complaints and that is particularly so in the food 
industry where we think the problems are critical. 

Mr. Evins. In the fall when the disclosures on the radio and tele- 
vision industry were made, there was some comment that the Chair- 
man initially said, “We do not have the tools, we do not have the 
authority to arrest these practices.” Now you feel that you do have 
the authority, is that correct? 

Mr. Kintner. Except with respect to the merger law and we fee] 
that should be strengthened. 

We, of course, as we find we need additional legislative authority, 
will ask for it, and we always have legislative matters under consid. 
eration of that nature. 

Mr. Evins. I, for one, hope that you will not divert the great bulk 
of your staff to this pay rola adv ertising business but will continue to 
concentrate on the antimonopoly cases. 


ORDERS ISSUED BY THE COMMISSION 


Mr. Tarr. I think the Congressman should have the figure showing 
the number of orders issued by the Commission in the 6-month period 
ended December 31. 

Mr. Kintner. In fiscal 1959 the Commission issued 271 complaints 
and 267 orders. This was an alltime record. Then it appears we 
have stepped up our procedures. It appears that fiscal 1960 will be 
a new recordbreaker inasmuch as 183 complaints were issued by the 
end of the first 6 months and 25 more were issued during the first days 
of February. 

Now, Mr. Tincher can probably give you figures on the number of 
antimonopoly complaints issued. 

Do you have those ? 

Mr. Tincuer. Yes, sir. In the 6 months ended December 31, 1959, 
the Commission issued 48 antimonopoly complaints and so far in 
January it has issued approximately 20 more, which is near the 79 
of the entire 12 months of the last fiscal year. 

Mr. Evins. They issue a great number of complaints and you can 
get a good number of consent orders and you can run up a sizable 
record of statistics on payola and small cases, but those do not reach 
the paydirt. 

Mr. Tincuer. No, sir. I am speaking now of antimonopoly cases, 

Mr. Kintner. These are antimonopoly, Mr. Evins. 


DELAY IN DISPOSING OF PILLSBURY CASE 


Mr. Evins. On page 8 of your report here you refer to docket No. 
6000, the Pillsbury case, in which you indicate there have been 32,000 
pages of testimony. The case was instituted by the Commission, I 

elieve, during President Truman’s administration. An order has not 
been issued yet on it. Is that correct, Mr. Chairman? 
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Mr. Kintner. That is correct. That case has taken far too long, 
and it will probably end up as one of those horrible examples that we 
sometimes have of cases overlong in litigation. 

But if you wish to go into some of the background I think Mr. 
Sheehy can probably give it to you. 

Mr. Evins. It is cited in your justification here, in looking over the 
justification, and it is more than 7 years that that case has been 
pending and an order has not been issued yet. ae 

Then you go on to say that even if adverse decision is rendered, 
3 more years will be required in the courts. Sale 

My question is, Why wait so long in handling the case initially if 
it is going to take 3 years in the court? ‘That is 10 years. 

Mr. Kinrner. This was one of our cases of first Impression under 
the merger act, and that is one of the reasons for the delay. It has been 
hotly contested, and there are other reasons. The case is now before 
the Commission for decision, and I would rather Mr. Sheehy spoke 
about some of the background, if you wish to know more about it. 

Mr. Evins. Mr. Sheehy, do you want to comment on the reasons for 
7 years of delay on this case before an order? 

Mr. Sueeny. It is extremely difficult to justify that, Mr. Congress- 
man. 

I can say as to the case in chief, which is really the one under our 
control, that complaint issued back in 1952, as you stated, in June. We 
started the hearings in September, and we rested our case in chief in 
January of the following year. 

In other words, we were in hearings on the case in chief for about 
4 months. We had rested our case a little over 6 months after the 
original complaint issued. It was the first merger case brought under 
the amended statute, and for a case of that size, I think it was handled 
as rapidly as it could be handled anywhere. Subsequently, it was in 
defense for a matter of years. 

Mr. Evins. You said you put on your case in about 4 months? 

Mr. Sueeny. That is correct. 

Mr. Evins. It has been over 7 years. It has not reached the Com- 
mission yet ¢ 

Mr. Sueeny. It is now with the Commission. An order to cease and 
desist was issued by the hearing examiner in an initial decision. Ap- 
peal was taken from that initial decision, and it has been argued, and 
it is now with the Commission on appeal. 

Mr. Evins. Do you think it will take 3 more years before it could be 
finally adjudicated ? 

Mr. Sueeny. In the courts—assuming the Commission issues an 
order, it should be in review in the court next year. I see no reason why 
it should take that long. 

Mr. Evins. It is a type of case that our colleague referred to here 
earlier that brings about criticism of the Commission. We do not 
want to hear that criticism. 

Mr. Sueeny. I appreciate that. 

Mr. Kinrner. That is right. 

Mr. Evins. Mr. Chairman, it is your general view that you do not 
need any more legislation down here. Here is a bill by Senator 
O’Mahoney wherein a corporation with up to $10 million of assets 
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would be required to file with the Commission a notification of a price 
increase. That yould apply not to the little man. That would apply 
to the steel companies. 

You do not. think you ought to have that authority? 

Mr. Kintner. No, sir. 


EMPHASIS ON DECEPTIVE ADVERTISING ° 


Mr. Kern. I do think, Mr. Congressman, you made a very excel- 
lent point, though, with respect to what might be some overemphasis 
in deceptive advertising in general and ce rtainly in payola, perhaps, in 
particular. It will not affect our caseload and has not in connection 
with the Bureau of Litigation, because those complaints are rather 
boiler type in character, and I do not think a large proportion of the 
Bureau of Litigation staff will be tied up in connection with work of 
that character. But that is not true with respect to the Bureau of 
Investigation. It means a deflection of investigatory manpower in 
that area. I for one would like, and I think the chairman has so ex- 
pressed himself, to see a balance with respect to that, and I would 
deplore very much seeing our efforts weakened in the area of anti- 
trust enforcement and in the enforcement of the Robinson-Patman 
Act. I regard that as a much more critical and important area, 

Mr. Kintner. Mr. Evins, I think I can assure you that this fiscal 
year will see substantially more antimonopoly complaints issued by 
the Federal Trade Commission than were issued the fiscal year be- 
fore. And we will keep stepping up that antimonopoly work within 
the limits of our manpower. 


DIVESTITURE ORDERS 


Mr. Evins. Our attention has been called also to another case, 
docket No. 6670, the Erie Sand & Gravel Co., which was a case against 
a small business concern. This was handled with more rapidity and 
apparently settled promptly, although the same general legal questions 
were involved. 

The comment could be made that the Commission’s order in Erie 
Sand & Gravel case is the only order of divestiture entered by the Com- 
mission in an antimerger case during the entire period from that time 
until December 1 of 192 \9. Ido not know whether those facts are ac- 
curate or not. But how many divestiture orders has the Commission 
entered over the past year ? 

Mr. Tarr. International Paper Co., Crown Zellerbach Corp. 

Mr. Sueeny. A total of nine orders to cease and desist were issued 
in merger cases since the 1950 amendment. 

Mr. Kintner. Can you give those names for the record, Mr. Sheehy? 

Mr. Sueriy. I have them here. 

Mr. Tincuer. Crown Zellerbach Corp., Farm Journal, Inc., Union 
Bag & Paper Co., Scovill Manufacturing Co.—incidentally, that case 
was closed in 6 months—Brillo Manufacturing Co., Erie Sand 
Gravel Co., International Paper Co., Gulf Oil Corp., and Automatic 
Canteen Co. 
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REDUCTION OF ESTIMATES BY THE BUDGET BUREAU 


Mr. Evins. Thank you. Mr. Chairman, how much did the Budget 
Bureau cut your request this year? 

Mr. Krntrner. What was the figure, Mr. Glendening, the exact 
figure ? 

Mr. GLENDENING. We requested a total increase of $1,600,000 from 
the Budget Bureau, and we were allowed $760,000. 

Mr. Bascock. $840,000, I believe. 

Mr. Evtns. So it has not been this committee that has been the only 
one that has been pruning the Federal Trade Commission. The 
Budget Bureau has done its share of pruning, too. 

Mr. Krntrner. Historically, we get pruned on both ends. 

Mr. Bascock. You have been ta king the second bite. 

Mr. Evins. Do you think if the committee gave you the $760,000, 
you can catch up on the backlog and be in reasonably good condi- 
tion ? 

Mr. Krytner. We do not promise to catch up on the backlog, but 
we think we can materially cut it back. 

Mr. Evrys. If the committee gave you the full amount you re- 
quested of the Bureau of the Budget, what would be the situation ? 

Mr. Kintner. We would cut back even more on the backlog, with- 
out question. This budget would permit us to increase our investiga- 
tive staff, I would judge about 40 percent. That is where we really 
need the money at this moment. 

Mr. Evins. That is all, Mr. Chairman, at this time. 

Mr. Secrest. In direct answer to you, we need the $7,600,000. If 
this committee restores the budget cut we will be more than grateful, 
and I think we can show results that will be equal to the restoration. 

Mr. Evins. As I said earlier, I think this committee wants to see 
the Commission do an effective job of it and eliminate some of the 
criticism. We want to have adequate funds to do the job effectively. 

Mr. Secrest. Off the record. 

(Discussion off the record. ) 

Mr. Evins. Which do you desire, more money or legislation ? 

Mr. Kintner. Both. 

Mr. Secrest. Both. 


NEED FOR STRENGTHENING ANTIMERGER AUTHORITY 


Mr. Kintrner. We have asked the Congress, and the President has 
asked the Congress, for strengthening of the antimerger amendment. 
If we have the money to do the job and we find that we cannot do 
the job with adequate money, then obviously we must look to strength- 
ening the law, and we would certainly be prepared to ask the Con- 
gress for such law as we need. As these new laws are offered by the 
Congress, we will give them very careful consideration in our reports 
to determine whether or not we should favor additional legislation. 

Mr. Secrest. Off the record. 

( Discussion off the record. ) 

Mr. Yares. Mr. Kintner, will you send me copies of your statement 


on this merger legislation so I can read them and also the President’s 
statement ? 
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Mr. Kintner. I would be very glad to. 
Mr. Tuomas. Would the gentleman yield? 
Mr. Evins. I yield. 


AUTHORITY IN RADIO AND TV MATTERS 


Mr. Tuomas. Mr. Chairman, why should this Commission have to 
backstop for the Federal Communications Commission? Does that 
Commission not have the authority to regulate and police their own 
industry? Why do they have to call in for the help of the Federal 
Trade Commission, or have you been called ? 

Mr. Kintner. We have jurisdiction over advertising, and we must 
discharge our responsibilities with respect to television and radio 
advertising that is deceptive or false and misleading. _ 

Mr. Tuomas. Is it not the job of the Federal Communications Com- 
mission to do just exactly that? They are charged by law with doing 
that specifically, are they not? 

Mr. Kinrner. They are primarily a licensing agency, although I 
should not be speaking for what authority they have. But clearly 
the Congress has given us the authority to regulate advertising in 
all media, including broadcast media. 

Mr. Tuomas. Isn’t there more you can be doing in other fields 
rather than going into the field that is specifically entrusted to the care 
of the Federal Communications Commission ? 

Mr. Kintner. Weare trying to avoid going 

Mr. Tuomas. You really got hot on the matter when it was brought 
to the open. This thing has been going on for 10 years, has it not? 
Both of you are fidgeting to go into a 100-yard race to see which one is 
going to do the job first. 

Mr. Kintner. We are attempting to stay away from the job of the 
Federal Communications Commission but unfortunately—— 

Mr. Tuomas. I understand you are not in the licensing business. 

Mr. Kintner. We do have a job to do in advertising. We want to 
do it, to the best of our ability, but still not rob our antimonopoly 
program in so doing. 

Mr. Yates. Will the gentleman yield? 

Mr. Evins. Justa moment. I think both agencies should effectively 
do what is both required or necessary. If they do not, some standards 
will have to be written and some new legislation. ‘That is the point I 
have been trying to emphasize. 

Mr. Kintner. I have been concerned unless the Government agencies 
do their job properly there will be more and more restrictive legis- 
lation. This whittles down businessmen’s freedom as well as indi- 
vidual freedom. 





LACK OF AUTHORITY TO ENJOIN AGAINST MERGERS 


Mr. Yates. May I ask you whether or not, as General Counsel for 
the Federal Trade matters, you have considered the possibility of 
whether you have the authority to seek an injunction to ban a merger 
where they substantially restrict competition or tend to be a monopoly, 
under your general authority ? 

Mr. Krntner. I believe that has been considered and rejected. We 
do not have such authority. 
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Mr. Parrisu. I think I can refresh you on that, Mr. Chairman. 
We did try to do it under a case called the 7'ransamerica case, which 
the Feder al Reserve brought, where you go into the circuit court of 
appeals under the so-called all writs section, We tried that a couple 
of times and it just would not work. The court just threw it out. 

Mr. Yates. I see. 

Mr. Parrisu. It was in the circuit court, though. 

Mr. Yates. The other question I wanted to ask is directed to an 
interrogation as to what happened in the Bethlehem merger case 
which was stopped by action of the Department of Justice, was it not ? 

Mr. Kern. There was no appeal. 

Mr. Yates. There was approval sought by Justice to make sure 
they were not violating the antitrust laws. The companies did not 
carry it through. W hy is that different from what I Broposed 3 in re- 
quiring C ommission approval in the normal merger situation ? 

Mr. Kern. I think Justice sought and obtained an injunction. 

Mr. Secrest. Under law any companies can come now and ask for 
eet a We have them the same as Justice. 

Mr. Yates. This is true, but why is the suggestion I offered different 
from the one that was present in the case of Justice, where Justice 
told Bethlehem, “Look, you, you cannot merge. 

Mr. Kern. Justice went in and secured a preliminary injunction. 
As T understand it, it does have that power. 

Mr. Kintner. It has injunctive authority under the merger law. 

Mr. Yates. Why do you not recommend to Justice that it seek in- 
junctions in such cases. Would that not serve the purpose? Why must 
you have the injunctive power rather than Justice? 

Mr. Secrest. Because we are putting Justice in the merger field 
exclusively when we have joint responsibility. 

Mr. Yates. You say you need injunction now, Mr. Secrest. Justice 
now has the power. If you think a proposed merger would tend to 
lessen competition or would tend to monopoly, why could you not 
refer the case to Justice for a preliminary injunction ? 

Mr. Secrest. I think we would have to amend the law because Con- 
gress gave to both of us certain responsibilities. If we would send 
every merger case that comes to our attention to Justice, because they 
they can get an injunction and we cannot, I do not know what Con- 
gress would say about our attempt to enforce the merger section 7 
of which they have given us joint responsibility. 

Mr. Yates. The law as it stands now gives Justice that right. 

Mr. Secrest. They have injunction power, I know. We do not 
have it. We tried it. 

Mr. Bancock. We referred one case under those circumstances and 
Justice did not seek an injunction. 

Mr. Yates. At any rate, you are not referring them over now? 

Mr. Secrest. Not on the basis—— 

Mr. Bancock. We sent one over. 

Mr. Yates. For injunctive efforts by Justice ? 

Mr. Bascock. And they returned it. 

Mr. Tuomas. What do you mean, returned it ? 

Mr. Bancock. Saying they would not : seek an injunction. 

Mr. Yates. They did not? Did they not think there was sufficient 
grounds for injunction ? 
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Mr. Bascock. That is correct, yes, sir. 

Mr. Toomas. Mr. Boland? 

Mr. Evins. Let me ask one further question first, Mr. Chairman, 
Mr. Tuomas. Take your time. 


NEW GENERAL COUNSEL 


Mr. Evins. Chairman Kintner, could you present to the committee 
the new General Counsel, Mr. Daniel J. McCauley. Is he here? 

Mr. Kintner. Yes. I mentioned we had a new General Counsel, 

He is right here. 

Mr. Evins. I was a little late and I missed the General Counsel, 

Mr. Kintner. He was an Associate General Counsel of the Seeurj- 
ties and Exchange Commission, one of the most able lawyers in goy- 
ernment, and I feel the Commission was very fortunate to have his 
serv ices. 

Mr. Evins. Would you place in the record at this point a statement 
of your background ? 

Mr. Tomas. How long were you with the Securities and Exchange 
Commission ? 

Mr. McCavctey. I was with the Securities and Exchange Commis- 
sion from March of 1956 to August of 1959. While there I served as 
Washington Regional Administrator for a period of 6 months, for 2 
months as Acting New York Regional Administrator, and roughly 3 
years as Associate General Counsel. 

Prior to that I had served as counsel for the Pennsylvania Securities 
Commission and had practiced in Philadelphia. I have been a mem- 
ber of the Pennsylvania bar since 1941 and in addition did a little 
teaching in LaSalle College in Philadelphia. 

Mr. Tuomas. Wonderful. You have a fine hand over there, Judge. 

Mr. Kintner. [agree with you. 

Mr. Tuomas. Welcome aboard. It is nice to have you. 


TPLEVISION AND RADIO ADVERTISING 


Mr. Botanp. With respect to the $760,000 that you requested of the 
Bureau of the Budget over and above fiscal 1960, this is, of course, the 
climate of the times. This is a nice time to ask for an increase of that 
kind. As tothe request of the Bureau of the Budget, this tremendous 
increase comes about, of course, from what was unearthed, I think, 
primarily as a result of television and radio about deceptive advertis- 
ing. Isthisso? 

Mr. Kintner. No. The Bureau of the Budget began last year. We 
asked them for a gradual buildup of our staff. They began last year 
giving us that gradual buildup. So that is carried over into this 
budget request. The buildup was primarily for the purpose of cut- 
ting back on that backlog of cases out in the field offices. 

Mr. Boranp. From the questioning that has been developed here, I 
reflect the opinion from those who sit on this side of the table, namely, 
that the Commission is not losing sight of the forest for the trees. You 
are concentrating in the field where the real concentration ought to be. 
That does not really catch the headlines with the public. It is payola 
and that sort of thing that catches the headlines, and the TV appear- 
ance on the part of a number of individuals. I am glad to note this is 
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not the field in which you are going to exercise a tremendous pressure 
with respect to the things that have developed. 

I think that the Commission realizes this is an area that ought to be 
cleaned up by the TV industry itself and by the advertising agencies, 
and I would think this precisely is what would happen. 

I cannot visualize the TV industry allowing payola to goon. The 
minute they catch it, I would think this is something they ought to be 
able to do themselves without any great pressure Prete any govern- 
mental agency. 

Mr. Krnrner. Mr. Congressman, we have been advising the ad- 
vertising industry and broade: asting industry to set. their own houses 

in order. I feel that they have taken many steps in that direction. 
But in order to persuade them we must carry the big stick and do a 
certain amount of vigorous enforcement in these fields. 

Mr. Bouanp. I think you have done an excellent job on it, a very 
fine job. 

You, as the chairman, highlighted the problem better than it has 
been highlighted in the ‘past. For that I compliment you. 

I may also say I was interested in the summary you gave in the 
1961 budget request. It is a good one. I think you caught the 
flavor of some of your adversaries, in fact, in its presentation here. 

Mr. Kintner. Thank you very much. 

I would like to say to you what we really are doing is stepping 
up our law enforcement all along the line, and we think we can step 
it up in policing more vigorously with an additional sum of money 
that the Bureau of the Budget has asked for and at the same time we 
can materially increase our efforts in the antimonopoly field. 

Mr. Bouanp. That is fine. I, incidentally, noted that there were 
some complaints which the Commission made a week or so specifically 
as to shaving sandpaper. I note the TV advertisement is still there. 
They are still shavi ing sandpaper. As you say, the sand was put on 
plastic rather than paper. It adhered to the plastic device instead 
of sandpaper itself. So they are still using it. So you have not 
gotten too far. 

Mr. Kinrner. A better indication of the effectiveness of what we 
are doing in our setup would be, I think, indicated by a story recently 
in Advertising Agent. This story indicated while the advertisers 
would not admit they were doing very much to clean up their prac- 
tices, the inquiring reporter went to the companies that make the 
commercial films for television and they were advised that the in- 
dustry had given orders for about $500,000 to remake films for ad- 
vertising. If true, this seems to indicate that the industry is making 
a massive effort to clean up some of the practices that we have been 
challenging. 

Mr. Botanp. Do you think the industry itself would catch this sort 
of deception? You say you cannot do it here. 

Mr. Kintwer. I think they are making no effort to catch it. We 
intend to keep persuading them to do so. 

Mr. Secrest. There are two meetings that I read about in the paper 
this morning of a national group of advertisers and adv ertising agen- 
cies called for the express purposes of reworking all of their code and 
checking everything that they have been doing. I think-in part that 
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is a result of those complaints that we issued. Of course as far ag 
we are concerned they are still in litigation—until they either take 
the consent order or we have disposed of them, we cannot discuss the 
merits of any case. 

They are not compelled to stop until the order is final. If they 
take a consent order, then they are compelled to stop. There are 
circumstances which the Commission must take into consideration 
that perhaps some of the national magazines have been printed for a 
week that are coming out 6 weeks from now. You cannot expect if 
we got the consent or rder that they would tear up 4 million Saturday 
Evening Posts just to correct the ad that has already been printed 
under that contract. 

So there is a lag sometimes even when the order is issued. 

The Commission did call the presidents of all the broadcasting 
companies when this first broke for a meeting here in W ashington, 
that I think was most beneficial because we were able to tell them ex- 
actly what we expected, what we thought they should do, and we got 
from them a complete picture of what they had done to date and 
what they proposed to do. 

Mr. Boranp. I understand it was an excellent program that you 
devised calling them in and sitting down and talking with them. 

Mr. Kinrner. We also had our first conference on consumer decep- 
tion on December 21 and 22, at which time representatives of consumer 
organizations came in and were educated as to what we thought were 
the problems in this area. 

Interestingly enough, along the same line to me, along the same 
line as Secrest’s comments, the N vation: al Association of Advertisers 
is meeting in New York on February 2 and they are having in for the 
first time all of their national each aes members. The leaders of 
that association have asked me to come up and give them a firsthand 
briefing on what the Government expects from the adve rtising indus- 
try and it has been suggested that I read them a stiff lecture, which 
I have every intention of doing. 

Mr. Yates. I think perhaps they ought to tell you what they ex- 
pect to do. 

Mr. Krntwner. I intend also to ask them to make suggestions to us 
of how we can be more effective in this area. 

Mr. Kern. I made the remark before and repeat it: Reformation 
comes hard along Madison Avenue. I do think, Mr. Congressman, 
they are getting the point. 

Mr. Botanp. I do, too. I think they are getting the point because 
of action of the Commission in this field. 

Mr. Kern. We cited some of the advertising agencies, and this, I 
think, has had a salutary effect. 

Mr. Botanp. Thank you. 


ADVERTISING AND DECEPTIVE PRICING GUIDES 


Mr. Ostertrac. Mr. Chairman, this is a field of endeavor, and a very 
important one, that you are primarily responsible for; that is, pro- 
tection of the public against fraud and deception. Of course, the 
Food and Drug Administration had certain responsibilities in certain 
fields, and other regulatory agencies have certain responsibilities. 
Now it occurred to me that this problem of policing all of the various 
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and sundry means that might be used by promoters, advertisers, and 


| concerns must be a terrific job. How do you people, for example, 


know every advertisement, statement, or descripti ion that is given on 
television, radio, newspapers, or means sof that kind? 

Mr. Kintner. We do not, sir, review all advertising. We cannot. 
That would be a tremendous job. You would have to appropriate 
astronomical sums of money. 

Mr. Osrertac. That is my point. 

Mr. Kintwner. We have to rely toa great extent upon the 

Mr. Ostertac. The complaint ? ? 

Mr. KintNER (continuing). The industry being law abiding. We 
have to hit the minority who want to coast too close to the line. The 
larcenous-minded businessman is in minority. The majority, I think, 
are honest and want to abide by the law. So that it is the dishonest 
minority that we must be prepared to hit and hit hard and as quickly 
as possible. If we do that, I think that there will be a very good com- 
pliance picture with trade regulation laws insofar as the business 
community is concerned. 

Mr. Secrest. I might add that the Commission in its deceptive pric- 
ing guides and its bait advertising guides has alerted tens of thousands 
of businessmen of what the law requires that probably never heard 
of it until these were published in trade magazines and in newspapers 
generally. In Louisville, Ky., the Louisville Journal, as I recall, de- 
voted 12 full pages and secured some 1,400 of their advertisers that 
signed to agree to these guides. The Dallas newspaper, I believe, had 
1,800 of the people that advertised in their papers that signed up to 
follow the guides. They were printed in page after page. 

As these | eople know what the law requirements are, if they see a 
competitor i ge them, they are going to report that to the Fed- 
eral Trade Commission. That and m: ny other things is why this 
last month we received 1,000 letters, which is one-fourth as many as 
we received in previous years. 

Mr. Osrerrac. Is the main source of information or complaints 
from the competitive aspects of fields of industry ? 

Mr. Kinrner. We get complaints both from the public generally 
and from competitors. Our work is, as you have pointed out, to 
protect the public, but it also is that we must protect competition 
itself. 

Mr. Ostertrac. That is trade practices. 

Mr. Kinrner. We must protect the honest, honorable businessman. 
He comes to us when his competitor is violating the law. We must 
take care of the complaint. 

Mr. Jonas. Will the gentleman yield at that point? 

Mr. Osrertac. I yield. 





MONITORING TV AND OTHER ADVERTISING 


Mr. Jonas. You monitor television advertising, do you not? | 

Mr. Kinrner. We have had for 4 years a monitor program going 
with aeapne to television. 

Mr. Jonas. You initiate investigations on your own responsibility 
as a result of that, do you not ¢ 

Mr. Krxtwner. We have, in that instance, done so at the insistence 
from the Congress. 
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Mr. Jonas. You also, in addition to monitoring television, monitor 
newspaper advertising, too, do you not 

Mr. Kintner. We “make spot checks. We cannot monitor it al] 
We make spot checks of broadcasting and printed advertising, 

Mr. Seerest. I think in the course of a month they will look at 
thousands of printed advertismg. Our people in that section wil] 
look at the printed advertising from various magazines. Generally, 
they will look at a particular area if someone thinks the law is being 
violated. For instance, about 2 weeks ago I thought there might be 
something that would bear watching. So they are checking for 
2-month period all the farm magazines to see if that type of adver- 
tising is being engaged in,:and this would be the time of year when 
primarily they would be selling that product. 

If they find anything we w ill then act. 

We do not rely on a complaint only. On advertising they are con- 
tinually checking. 

Mr. Osrertac. Reference has been made to deceptive pricing. 


a 


COMPARATIVE PRICING 


Mr. Kintner. This is comparative pricing, Mr. Congressman. The 
merchant will advertise $99 value for $19.99. He never sold it for 
$99. This is what we call comparative, illegal comparative pricing, 

Mr. Osterrac. I get it. 

Mr. Kintner. That is why we issued our guides, because that prac- 
tice was so prevalent, particularly in the small communities. 

Mr. Ostertac. It is still prevalent. The point is you have no author- 
ity to fix prices, in other words. 

“Mr. Krxtner. Oh, no. 

Mr. Ostertac. In other words, you are not a regulatory agency that 
determines values and establishes prices ? 

Mr. Kintner. No. We would like to see prices fixed in competi- 
tion. 

Mr. Ostertaa. Did you study it as it relates to deception ? 

Mr. Kintner. That is right. 

Mr. Secrest. In the antimonopoly field, our job is to keep other 
people from conspiring to fix prices, to keep competition. 

Mr. Ostertac. Do you require any aon ation this year that might 
have some bearing on your program or on your budget ? 

Mr. Kryrner. We have recommended that antimerger law be 
strengthened. We have discussed that. 

Mr. Tuomas. Gentlemen, this has been, I think, very beneficial to 
all of us, and I think we all understand each other. 

I wonder if we may break until 1 o’clock. We will then go in and 
complete the record and we will go into the financial needs of the 
agency. 

AFTERNOON SESSION 


Mr. Tuomas. Will the committee please come to order. 


ORGANIZATION CHART 


Gentlemen, your chart is an excellent one. It almost tells the tale, 
and if we could get that in the record, I think that would be fine. 
(The chart referred to follows :) 
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Summary or 1961 Reaqurstr 


Mr. Tuomas. Mr. Reporter, put pages A through G in the record 
That isa good comprehensive statement. : 
(The pages follow :) 


The Federal Trade Commission requests $7,600,000 to carry out its responsi- 
bilities during the fiscal year 1961. This is $760,000 more than its fiscal 1969 
appropriation. 

In making this request, we are quite aware that the Congress is inured to 
the pleadings by Government agencies for always more money for their own 
functions, regardless of the effect on the Nation’s fiscal soundness. We are 
equally aware that when Congress enacts laws to halt vicious and unfair busi. 
ness practices threatening this Nation’s free enterprise system, these laws must 
be enforced. Between the two considerations—economy or duty—our respon- 
sibility as a law-enforcement agency is clear: to give you our cold judgment 
on what is the least amount of money the Federal Trade Commission needs 
to perform adequately the functions Congress has directed it to perform, 

It will be recalled that last year the Commission launched a 3-year buildup 
of staff strength to bring the Commission current with its caseload by the end 
of fiscal 1962. The logic of this request prompted the Bureau of the 
Budget to recommend an increase of $460,000 in the fiscal year 1960. This 
amount was pruned to $325,000 by Congress and had to be diverted in part to 
meet emergency workload requirements, not the least of which was the need to 
defend or prosecute in the courts’ cases in which the Commission already had 
invested much time and money. 

That the plan for general strengthening had to be modified to meet an emer. 
gency does not, however, affect the plan’s validity, only its timing. Indeed, 
in the past few months another emergency has developed that will even further 
delay the buildup as first conceived and will require an extension of it beyond 
the originally scheduled completion date of June 1962. 

The latest emergency has been the widely publicized scandals in the field of 
television and radio. The Quiz Show riggings and “payola” disclosures turned 
a national spotlight on the Commission's responsibilities for protecting the 
public against deceptive advertising. As perhaps never before in its 45-year 
history, the Commission’s capacity to halt deception is being measured. 

Millions of television viewers who heretofore had known FTC as merely 
three letters in the alphabet are now wondering whether this “newly discovered” 
agency is capable of protecting them from false advertising. 

This awareness of the Commission’s purposes is reflected in the number of 
applications for complaints we receive. For many years the number ranged 
well below 3,000, then in both 1957 und 1958 it exceeded 3,600. In fiscal 1959 
it jumped to 4,400. And since the TV scandals broke last fall, applications for 
complaint have been coming in at the rate of about 1,000 a month. 

The obvious conclusion is that the Commission’s staff must be built up to 
meet this workload. The alternative is that pleas for justice will be met with 
increasing delay, perhaps fatal to the survival of many companies confronted 
with unfair competition. And citizens will continue to be bilked through false 
and misleading advertising. Moreover an undermanned staff must impose too 
stringent qualifications in selecting cases for investigation. The total effect 
is to serve notice on potential law violators that the FTC's efforts are too little 
and too late and hence the threat of effective policing ceases to be a deterrent. 

Pending December 12, 1959, were 1,343 matters the Commission staff con- 
sidered to be sufficiently serious violations of the law to warrant full field 
investigation. Of these, 453 involved restraints of trade and 890 involved de- 
ceptive practices. During fiscal 1959 the field staff under strong pressure was 
able to handle only 1,099 such investigations. Thus it is obvious that the 1,348 
pending represent a backlog of work of more than 1144 years. Even if the rate 
of matters warranting investigation were to remain constant, the backlog would 
increase—and with it a lengthening delay in law enforcement. However, not 
only is the rate increasing sharply, as evidenced by applications for complaint, 
but new laws—the Textile Act and the 1959 amendment to the Packers and 
Stockyards Act giving the FTC responsibility for policing the retailing and 
wholesaling of meat and meat products—have broadened the Commission's 
area of policing responsibility. We are thus confronted with the certainty of 
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falling farther behind faster unless we have the manpower to pull even with 
the job that Congress has given us to do. , . 

High on the list of our targets are monopolistic practices in the food field— 
legal mergers, price fixing, unlawful granting and inducing of discriminatory 
prices, illegal cooperative and promotional discounts that favor the largest 
buyers. A substantial number of our investigations involve such staples as 
pread, dairy products, canned foods and vegetables. We are aware, too, of 
what confronts small bakeries and dairies which must compete with giants in 
these industries. ‘ rte : 

We are also aware that any such cases we bring will he defended with all 
the skill that money and determination can muster. Significantly, 8 of the 
Commission's 22 cases in which corporate mergers are challenged as illegal 
involve the food industry. Two of these were brought this fiscal year. They 
challenged the acquisitions by the Kroger Co. and National Tea Co. of nearly 
9400 stores. It can be assumed—to understate the problem—that these two 
cases as Well as the Commission's complaints against acquisitions by three 
dairy giants will be fought beyond the last dollar the Commission can afford 
ynder its present budget. _e eg 

The same holds true for the Commission’s continuing attack on discriminatory 
pricing by well entrenched industry leaders in other product fields. Here, FTC 
investigators must be prepared with factual evidence to refute the defense that 
the challenged practices are cost justified or have no adverse competitive effect. 
This is the grey economic area where pursuit of a law violator is costly in time 
and manpower. Iilustrative was the Commission’s order against Thompson 
Products, Inc., requiring it to stop giving automobile makers illegal price ad- 
yantages over its own wholesalers of automotive replacement parts. This case 
has required more than 13,000 man-hours to prosecute. It was one of six cases 
in which automotive-parts suppliers were required to stop discriminatory 
practices. where a 

Other big corporations came under fire on charges of similar pricing offenses— 
Firestone Tire & Rubber Co., Sperry Rand Corp., Market Forge Co., Ronson 
Corp., Sun Oil Co., Schick Corp., the Hat Corp. of America, and American Motors 
Corp., to name a few. Altogether, during fiscal 1959, the Commission tackled 
66 cases involving violation of the Robinson-Patman Act: 61 orders were issued; 
in nearly every case involving pricing and allowances the charges were 
contested. 

Time-consuming though the R-P cases are, they do not match for difficulty 
of prosecution the Commission antimerger actions. Of 10 cases which have thus 
far accounted for more than 10,000 man-hours each, 6 challenge the legality of 
mergers: and of 18 cases requiring from 5,000 to 10.000 man-hours each, half 
have been merger cases. Moreover, knowing that a merger complaint is likely 
to be defended fiercely due to the stakes involved, the Commission must utilize 
its most able attorney investigators and trial lawyers for its prosecution. The 
22 cases now being litigated put a greater drain on money and top manpower 
than the number of cases indicates. At the same time, investigation of new 
mergers has a high priority and, during 1959, 46 merger investigations were 
initiated and as of December 12, 1959, a total of 98 merger matters were being 
investigated. 

Trade restraints outlawed by section 5 of the Federal Trade Commission Act 
are no pygmies either. The New York Times was fascinated by the fact that 4 
PTC attorneys were matched against 35 high-priced private attorneys in trying 
to sustain charges that certain drug manufacturers have attempted to monopolize 
the Nation’s $330 million “wonder drug” industry. Even so, this case already 
has required more than 24,000 man-hours of FTC time for investigation and trial. 
Moreover, the case developed from information uncovered by the FTC’s 2-year 
economic investigation of the antibiotics incustry. 

Another significant trade restraint case brought under section 5 charges a 
price-fixing conspiracy by 15 tire and tube manufacturers and 2 trade associa- 
tions accounting for virtually all of the $2 billion annual domestic sales volume. 
There will be no lightly contested prosecution here, nor are economical victories 
anticipated in our cases against Atlantic Refining Co. and Sun Oil Co. for 
illegally fixing gasoline prices. 

From the standpoint of numbers, actions to halt deceptive practices greatly 
exceed the antimonopoly cases. While in general they are less time-consuming— 
the majority are concluded by consent order—their investigation must be 
thorough enough to persuade the law violator that to fight would be futile. On 
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the other hand, should the charges be contested, there had better be no holeg jin 
the investigational record. It also is significant that deceptive practices are of 
immediate concern to the public and, as a rule, select victims from those least 
able to afford being gypped. It is not the college student who spends precions 
savings to take a phony correspondence school course, nor is it the society matron 
who is lured by the false promise of 12 gorgeous dresses for $6.98. 

According to classifiers of illegal commercial practices, there are at least 99 
major categories of deceptive practices and about 224 different types within thege 
categories, with hundreds of variations of these types. And while all are 
directed at consumers, many have a tremendous adverse economic impact on 
legitimate businesses. 

Currrently at the top of the priority list in antideceptive work is the effort to 
clean up television and radio advertising. Since last December 6, 23 complaints 
have been issued charging that manufacturers or distributors of music records 
had attempted to gain an unfair advantage over competitors by the bribing of 
“disk jockeys.” More than 100 investigations of such “payola” have been under- 
taken. Also attacked have been allegedly false television demonstrations of 
products whose virtues are deceptively exaggerated or where competing prod- 
ucts are disparaged falsely by words or by the use of camera and staging 
trickery. Respondents named in such complaints in the past 2 months have 
included such giants as General Motors, Libby-Owens-Ford, Lever Bros., Col- 
gate-Palmolive, Brown-Williamson Tobacco Co., Standard Brands, and Aluminum 
Corp. of America. 

It is significant, too, that the Commission is turning a sharp eye on the role 
played by advertising agencies in the preparation of radio and TV commercials 
and other forms of advertising. 

Also high priority is being given the ubiquitous problem of fictitious pricing 
wherein merchants overstate the “regular” prices of their merchandise so that 
the “sale” price appears to be a bargain. During fiscal 1959, the Commission 
issued 177 complaints and 88 orders to halt this practice. In addition, its Bureau 
of Consultation issued a widely publicized set of rules known as “Guides Against 
Deceptive Pricing.” These served the double purpose of inviting public skepti- 
cism of merchants’ flamboyant savings claims and of pointing out to the business 
community in specific language the legal boundaries of price advertising claims, 
In response to requests received, the Commission has distributed 87,000 copies 
of the guides. Also they were printed in full in Redbook and Good Housekeeping 
magazines as well as in numerous trade magazines and publications. In addi- 
tion, the guides gave Better Business Bureaus and advertising media long needed 
governmental support for their own attack on this evil. 

An indirect effect of the drive against fictitious pricing was that it held im- 
mediate interest for many a citizen who never before had been aware of the FTC 
or its purposes. Indeed, this fact undoubtedly contributes to the sharp rise in 
requests for Commission action against other deceptions of consumers. 

Altogether, fiscal 1959 saw the Commission issuing 271 complaints and 267 
orders to set new postwar records in both categories. Indeed, the orders more 
than doubled those in as recent a year as 1956, It appears that fiscal year 1960 
will be a new recordbreaker inasmuch as 183 complaints were issued by the end 
of the first 6 months, and 25 more were issued during the first 5 days of January. 

Not only was the casework heavier, but more attention was given to the basic 
objective of protecting consumers from business gyps. A good example of the 
new technique is the Commission’s drive against the “advance fee” racket. This 
first appeared in the sale of real estate. Complaints and orders were brought to 
stop unscrupulous salesmen from misrepresenting to property sellers that un- 
identified buyers with ready cash sought their properties at even higher prices 
than the sellers were asking—provided, of course, the sellers would pay an 
advance fee. The salesmen then would pocket the fee and report that the un- 
identified buyer had changed his mind. 

When Commission investigators saw this technique being transferred to the 
loan business, warnings were issued via the press and better business groups even 
in advance of the Commission’s first formal actions. When the latter came on 
the heels of the warnings, a salutary effect was achieved; at least, the advance 
fee loan racket apparently has failed to take root. 

The record number of antideceptive actions covers a broad field of chicanery, 
the highlights of which are discussed in the body of this justification. Behind 
each action, however, must be investigative thoroughness sufficient to inform the 
Commission on whether a complaint is warranted and, if it is, to discourage 
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sharpsters from hoping that the door cannot be closed on their illegal schemes. 
Were it otherwise, more cases would be contested and more time and money would 
perequired to enforce our laws. 

To obtain the 78 additional positions needed by the Bureau of Investigation 
would be of the most limited value unless an additional $85,050 is made available 
for travel needed to send them out on investigational work. 

Included in the Commission’s request for additional funds for investigation 
js $125,000 for the first full year of enforcement of the Textile Fiber Products 
Identification Act. 

Since last June 2 when the Commission issued its rules and regulations under 
the Textile Act, we have received more than 29,000 communications, mostly ask- 
ing for interpretations of the act, applying for registered numbers, and filing of 
continuing guarantees under the act. In the early years of enforcement of an 
act of this type, the Commission’s policy has been to concentrate on obtaining 
yoluntary compliance to the maximum extent possible. Not only is this less 
costly to the Government but it makes proper allowance for innocent violations. 
However, we must be prepared to hit hard at recurring violations and deliberate 
fraud. It would be a devastating problem to enforce the act properly if the 
100,000 textile manufacturers and the 500,000 distributors of these products ever 
were to get the idea that the Commission’s enforcement program would be limited 
to finger Wagging. 

Two other requests for the Bureau of Investigation warrant your special at- 
tention. Both relate to the need for strengthening our capacity to strike more 
effectively at spurious claims for the efficacy of certain drugs and cosmetics. We 
peed another medical officer to serve in a liaison capacity with scientists through- 
out the country to arrange for clinical tests of products whose worth is dubious. 
We also ask for an additional $20,000 to reimburse individuals and organizations 
for the clinical testing. 

As the Commission’s casework flows from the investigational stage to the trial 
stage, the Bureau of Litigation can be expected to need strengthening. However, 
itis hoped that during fiscal 1961 the litigation staff can make an extraordinary 
effort to handle its caseload without substantial additional funds in order that 
these funds can be allocated to the investigation staff where the need is far more 
urgent at this time. 

For this reason, we ask $975,600 for the Bureau of Litigation’s work during 
fiscal 1961. This is an increase of only $10,000 over the current allocation of 
$965,600. 

As of December 31, 1959, there were 373 cases pending. More than 200 of these 
were in various stages of trial or pretrial, with the remainder awaiting action by 
hearing examiners or the Commission. 

The casework pipeline does, however, require immediate expansion in its 
final section, the General Counsel’s office where appellate and compliance work is 
handled. Inadequate funds at this point could negate all the previous expendi- 
tures on any order the Commission issues that is appealed to the courts or is 
being violated. 

The General Counsel’s office has been operating under so heavy a workload 
that an extra $34,100 of fiscal 1960 funds had to be diverted to carry out its 
functions. The most pressing needs have been the handling of an increasing 
number of price discrimination and merger cases, an increase of responding to 
congressional demands for wider enforcement in different areas, and a steadily 
growing requirement for review, hearing, and action on compliance with orders 
in difficult antimonopoly cases. 

In fiscal 1961, an especially heavy load loonis for the Appellate Division. 
With the steady increase of Commission orders, it is inevitable that there will 
be a related increase in decisions which respondents will appeal. In addition, 
a large number of hard fought cases, with voluminous records and complex and 
vigorously disputed factual issues are expected to reach the Commission for 
decision early in the fiscal year. Moreover, these cases are of great importance 
to the respondents and any adverse decision most certainly would be fought to 
the last legal ditch. 

We therefore believe it essential that our appellate staff be augmented by 
four attorneys and a stenographer at an additional cost of $31,000. Funds in 
the amount of $20,000 are requested for the General Counsel’s office to continue 
the project of preparing a topical index of Commission’s decisions which was 
explained in detail last year. 


51632—-60-———11 
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While we are not asking any additional money for our Bureau of Economics, 
the work it now has underway could well expose trouble areas of great concern 
to the Nation. Certainly the Congress is watching closely for the results of 
this Bureau’s economic inquiry into food marketing. An interim report on the 
sales and earnings of food chain stores, voluntary group wholesalers ang 
retailer-owned cooperatives—as well as data on the areas they serve, their 
acquisitions, integrations and services—already has been made public. How. 
ever, the interim report makes no analysis of the statistics. This will be eon. 
tained in the final report, at which time a better assessment can be made of the 
future direction this Bureau’s work should take. 

We believe this budget estimate is a conservative one. Certainly the amount 
requested is the minimum the Commission needs to do the work required of jt. 


COMPARATIVE SUMMARIES OF WORKLOAD 


Mr. Tomas. Mr. Chairman, at this point, give us a little table be- 
ginning back in 1954, showing the number of orders issued by the 
Commission in one column, by year; in the next column show the 
number of complaints passed on by the Commission; then in the third 
column, show at the end of each year the cases pending before the 
Commission; then in the fourth column show by year, the number of 

“ases pending i in the courts; and in the next column, which would be 
column 5, the number of cases disposed of by year, in the courts. 

Mr. Kinrner. These are formal cases, and not complaints, letters 
of complaints and investigations of complaints ? 

Mr. Tuomas. With reference to what court action ? 

Mr. Kinrner. No. Do you mean litigation / 

Mr. Tuomas. Yes. 

Mr. Kintner. This all covers litigation, rather, investigation. 

Mr. Tuomas. Not investigation, litigation. 

Mr. Secrest. In the first part it would be something like in 1954, 
30 cases ¢ 

Mr. Tuomas. Yes; they know how to fix it up. By years from 
1954 right on down through fiscal 1959. 

Mr. Kinrner. All right. We will supply what you want in those 
five columns, promptly. 

Mr. Tuomas. Include in that table your number of actions of what- 
ever nature. Also furnish another table by years, for the same num- 
ber of years, showing the number of investigations undertaken, and, 
of course, if one continues for 2 or 3 or 4 years, do not run it through 
that column for those years. 

Mr. Kinrner. All right. 

(The tables referred to follow :) 


Oomplaints Otders to cease |} Orders of dis- Petitions to review filed 
and reopenings and desist missal, etc. Pend- in courts 
hdd ing oh NS 
Fiseal year | end of 
Mo- | Decep- Mo- Decep- Mo- Decep-| year | Dis- | Pend- 
, nopoly tive nopoly Live nopoly live Filed } pose l ing ead 
| of | of year 
Bit rei Soe eh : on Radieines 
i | 
ON ' 30! © m4 so | 10 | 16} 160 a Pet 18 | 14 
TB ceo e es ; 37 | 126 30 82 8 | 6 97 is 16 16 
1956 abil 42 | 151 | 37 132 3 5 213 | 21 16 22 
lites iat i tare | 55 | 188 31 | 148 12 3 262 27 35 14 
en. 86 | 269 45| 228 8 10 326 | 26 22 18 
1959__.._. sctala 80 275 | 64 267 5 36 309 | 27 29 16 
} | | } 
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Investigations: Summary statistics for the fiscal years 1954 through 1959 and the 
1st half of the fiscal year 1960 















































_ 
19601 } 1959 1958 | 1957 7} 1956 1955 1954 
__ | |— aes s 5 SRC an 
vestigations pending first of fiscal year, | 

rsh EE ala Eocene | 1,248] 1,362] 1,373} 1,287 “| 1,395 | 1,466) 1,291 
eG OF COGS. o 5 io oncec sicccns-ccen 449 | 485 440 | 455 | 508 | 481 741 
Deceptive practice__..........----- ie dot 867 933 832 | 887 985 550 
Initated during year, total........-.-.-... 643 | 995} 1,023 | 1, 119| 992 1,276 | 21,948 
Restraint of trade.........-....--.....- -} 10) 21 283 278 | 213 339 320 
Deceptive practice..........-.-....---.--| 524] 784 | 740 41 | 779 37 | 1,628 
Completed during year, total................| 452 | 1,099 | 1, 044 | "’ 038 | 1,100} 1,347) 1,773 
|__| -——___| | == |-— —- —-| ——_— 

wastraint of tradé............--.-<.---- 102 247 938 | 293| 266] 312 580 
Deceptive practice. ..............-----. 350 852} 806 740 834 | 1,035 1, 198 
Pending at end of year, total..............-- 1, 439 | 1, 248 | 1, 352 a 373 | 1, 287 | 1,395 1, 466 
Restraint of trade. ...........-..------.--| 466| 449 485 | 440| 455 508 481 
Deceptive practice. -...........-.------.--] 973 799 867 | 933 | 832 | 887 | 985 

\ \ i } 
Sieedaneoseren zal 
1 Ist half. 


2 Includes 515 correspondence files which were given investigation numbers in June 1954. 


Mr. Tuomas. You might put a footnote showing the number of 
cases that may have taken 3 or 4 years each. 


STATUTORY AUTHORITY 


Now, let us put this statement of your statutory authority, which is 
contained 1 in pages 1, 2, and 3, into the record. 
(The pages s referred to follow :) 


STraTUTORY AUTHORITY AND DUTIES OF THE FEDERAL TRADE COMMISSION 


STATUTORY AUTHORITY 


The Federal Trade Commission, an administrative agency, created by the act 
of September 26, 1914, is charged with the enforcement of the Federal Trade 
Commission Act as amended by the Wheeler-Lea Act, approved Mareh 21, 1938 
(52 Stat. 111-117); section 2 of the Clayton Act, as amended by the Robinson- 
Patman Act, approved June 19, 1936 (49 Stat. 1526), and sections 3, 7 as 
amended, and 8 of the Clayton Act of October 15, 1914 (38 Stat. 730); the Ex- 
port Trade Act, approved April 10, 1918 (40 Stat. 516); the Wool Products 
Labeling Act, approved October 14, 1940 (54 Stat. 1128) ; the Insurance Regula- 
tion Act, approved March 9, 1945 (59 Stat. 33) ; the Lanham Trade-Mark Act of 
M6, approved July 5, 1946 (60 Stat. 427); the Fur Products Labeling Act, 
approved August 8, 1951 (65 Stat. 175); the Flammable Fabrics Act, approved 
June 30, 1953 (67 Stat. 111) ; amendment to the Packers and Stockyards Act, 
1921, approved September 2, 1958 (72 Stat. 1749); and the Textile Fiber Prod- 
ucts Identification Act, approved September 2, 1958 (72 Stat. 1717). 


DUTIES 


The principal duties of the Commission under the above-mentioned statutes 
are: 

(1) The Federal Trade Commission Act.—Under this act, the Commission is 
charged with (a) the prevention of unfair methods of competition in commerce 
and unfair or deceptive acts or practices in commerce; (0b) the conduct of in- 
vestigations relating to (1) alleged violations of the Antitrust Acts, (2) the 
manner in which decrees in antitrust suits brought by the United States have 
been carried out, and (3) the organization, business, conduct, practices, and man- 
agement of corporations engaged in commerce (with certain statutory exem»- 
tions) and their relation to other enterprises; (c) the making of reports and 
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recommendations to the Congress with respect to legislation; and (d) the cop. 
duct of trade conferences of industries for the elimination of unlawful and yp. 
ethical business practices. 

(2) Clayton Act.—Under sections 3, 7, and 8 of this act the Commission jg 
charged with the duty of preventing and eliminating unlawful tying contracts 
corporate mergers and acquisitions, and interlocking directorates. Under the 
Clayton Act, as amended by the Robinson-Patman Act, which greatly enlargeq 
and increased the jurisdiction and duties of the Commission in respect to un. 
lawful price discriminations, the Commission is charged with the prevention of 
certain specific practices ; ie., unlawful price and related discriminations. 

(3) Amendment to Packers and Stockyards Act.—The provisions of this 
amendment extend the Commission’s jurisdiction to cover certain matters preyi- 
ously subject to the exclusive jurisdiction of the Secretary of Agriculture, 

The amendment, in effect, grants the Commission jurisdiction over the actiyj- 
ties of packers not related to livestock, meats, meat products, and the like. The 
Commission is granted additional power and jurisdiction over all transactions 
in commerce in margarine and oleomargarine and over retail sales of meat and 
related products. Other matters involving meat and related products are made 
subject to the Commission’s jurisdiction where the Secretary requests the Com- 
mission to investigate and report or where, under certain circumstances, action 
by the Commission is necessary to exercise effectively its power or jurisdiction 
with respect to retail sales of meat and related products. 

(4) Export Trade Act—The Commission is responsible for receiving and filing 
articles of association or incorporation of “associations” organized under the 
Export Trade Act; investigating their operations which may adversely affect 
competition within the United States: making recommendations to the associa- 
tions for readjustments deemed necessary therein: and, where considered ap- 
propriate, making recommendations to the Attorney General for penal action. 

(5) Wool Products Labeling Act.—Under this statute the manufacture for 
introduction into commerce, or the introduction, sale, transportation or distribu- 
tion, in commerce, of misbranded wool products, is unlawful, and constitutes 
an unfair method of competition and an unfair and deceptive act and practice 
under the Federal Trade Commission Act. The Commission is anthorized to make 
inspections, analyses, tests, and examinations of all wool products subject to the 
act and to make such rules and regulations as may be necessary and proper for 
the administration and enforcement of the act. In addition, the Commission is 
also empowered under the statute to prevent the movement of misbranded wool 
products in commerce by injunction and to proceed by libel action in certain 
eases for condemnation of such products. 

(6) Insurance Regulation Act of1945.—The provisions of this act limit the 
application of the Federal Trade Commission and Clayton Acts, as amended, to 
practices in the insurance field which have not been regulated by the States 
This has imposed upon the Commission the task of not only determining whether 
any given matter concerning insurance violates any of the acts it administers, 
but also whether the practices involved have been regulated by the States within 
the intent and meaning of this act. 

(7) Lanham Trademark Act of 1946—Under this statute it is the duty of 
the Commission to make applications for the cancellation of registered trade- 
marks under certain specified conditions. The Commission, as applicant, must 
secure the proper evidence on which the application for cancellation is hased, 
prepare the application, stating the grounds relied upon, be represented at the 
hearing before a Patent Office examiner for the purpose of presenting such evi- 
dence and otherwise prosecute the matter to a conclusion. 

(8) Fur Products Labeling Act.—The Commission is charged with the admin- 
istration and enforcement of this recently passed consumer legislation which 
requires the mandatory labeling of fur articles of wearing apparel, as well as 
truthful invoicing and advertising of furs and fur products to show, among other 
things, the true English name of the animal from which the fur was taken. 
The Commission is also charged with issuing a Fur Products Name Guide and 
is authorized and directed to cause compliance inspections, analyses, tests, and 
examinations to be made of furs and fur products subject to the act and to pre- 
seribe rules and regulations governing the manner and form of disclosing requiré 1 
information under the act. In addition to administrative enforcement, injune- 
tive ad condemnation proceedings are also provided for. 

(9) Flammable Fabrics Act.—Under this act which became effective July 1. 
1954, the Commission is directed to prevent the marketing in commerce of all 
wearing apparel and fabrics intended for use in wearing apparel which when 
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tested under the prescribed standard set forth in the act is so highly flammable 
as to be dangerous when worn by individuals. Its enforcement is to be carried 
out through administrative procedures provided for under the Federal Trade 
Commission Act as well as injunction, condemnation, and criminal proceedings 
in the Federal courts. 

(10) Textile Fiber Products Identification Act.—This additional truth-in- 
fabrics legislation takes up where the Wool Products Labeling Act leaves off. 
It became law September 2, 1958, and covers the broad field of mandatory con- 
tent disclosure in labeling and advertising of textile fiber products. Under its 
terms, misbranding as well as false and deceptive advertising of textile fiber 
products is unlawful. 

The Commission is authorized, under the act, to make inspections, analyses, 
tests, and examinations of all textile fiber products subject to the statute, and 
further, to make such rules and regulations as may be necessary and proper 
for administration and enforcement of the act. In addition, the Commission 
is directed to establish generic names for those manmade fibers which have not 
as yet attained one. 

Its enforcement is to be carried out through administrative procedures pro- 
vided for under the Federal Trade Commission Act, together with injunction and 
cruninal proceedings in the U.S. district courts. 


PACKERS AND STOCKYARDS ACT 


Mr. Tuomas. Now, you have a good many acts here, such as the 
Federal Trade Commission Act, the Clayton Act, and you have many, 
many duties. Now, all of them are clear, except the amendment to 
Packers and Stockyards Act, which was given to you in July of last 
year, if I remember correctly. That jurisdiction was transferred 
from the Agriculture Department to you, was it not? 

Mr. Kintrner. Westill share it jurisdictionally. 

Mr. Tuomas. All right. Spell it out. The first part of your justi- 
fication is very meager, but you do mention you have jurisdiction over 
price, wholesale and retail. Just what is your jurisdiction in that 
regard ? 

Mr. Kintner. We will supply some additional information there. 

Mr. Tuomas. In regard to the Packers and Stockyards Act, give us 
a bird’s-eye view and straighten it out in the record. 

Mr. Kintner. Yes. 

Mr. THomas. For the record, briefly, what are your activities under 
the Meat Packers Act ? 

Mr. Hix. We have had 18 cases in which we would have had juris- 
diction problems but for the enactment of the Packers Act. 

We have referred over to Agriculture five cases. They have re- 
ferred to us one big case. 

Mr. Tuomas. Have you an understanding with Agriculture about 
what your jurisdiction will be, and what Agriculture’s jurisdiction will 
be? 

Mr. Huw. Yes. In fact, next week we have a conference with a 
complainant who is coming in, a joint conference, to determine which 
one of us can exercise jurisdiction in the particular matter. 

Mr. Kinrner. They have to determine the jurisdiction between our 
Commission and the Department of Agriculture. We have entered 
into discussions with them, looking to a division of responsibility. 


OBLIGATIONS BY ACTIVITIES 


Mr. Tuomas. Mr. Reporter, will you put this table on page 4 in the 
record ¢ 
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(The page referred to follows :) 


Obligations by activity 


Actual, | Allotment,| Requested,| Increase 
fiscal year | fiscal year | fisc = year | (+) or de. 





1959 1960 1961 i crease e(-) 
-_- + - ee ———— _ _ _ — —_ o>} —_—— | — 

Antimonopoly: | 
Investigation and litigation es $2, 790, 539 | $2, 891, 700 | $3, 088, 400 $196, 700 
Economic and financial reports._.-.~...-..--.-. i 584, 497 | 602, 700 | 621, 300 18, 600 

Deceptive practices: | 
Investigation and litigation 1, 430,826 | 1, 591, 700 , 942, 600 | 350, 900 
Trade practice conferences and small business ‘ 312, 969 323, 900 345, 900 22, 000 
Textile and fur enforcement..-___- ‘ 531, 527 | 584, 000 | 726, 300 | 142, 300 
Lanham Act and insurance Bi es 2 51,310 35, 000 35, 000 |_. 

Executive direction and management 410, 684 425, 000 425, 000 | UD 

Administration _-_-_- on ieee Gist 371, 816 386, 000 415, 500 | 29, 500 

Total obligations. VES PEER PRR A heed 6, 484,168 | 6,840, 000 7, 600, 000 760, 000 

Unobligated balance no longer available__....---- ; BROS Be cecsuncaklteecceteatel cane 

Appropriation RR ee ee a ane eto 6, 488,000 | 6,840, 000 . 7, 600, 000 | 760, 000 
| 





Mr. Tuomas. Page 4 shows that in fiscal 1959 you had $6,488,000; 
for 1960, $6,840,000 ; and your request for fiscal 1961 is $7,600,000. 

Now, it gives a pretty good breakdown of your investigation and 
litigation. 

For 1960 it is $2,891,700, and it goes up to $3,088,400 in your request 
for 1961. 

For “Economic and financial reports,” it increases $18,600 ; $602,700 
for 1960 as against $621,300 for 1961. 

Then it has your “Deceptive practices,” and under that investigation 
and litigation, trade practice conferences, and small business, textile 
and fur enforcement, Lanham Act and insurance, et cetera. 


OBLIGATIONS BY OBJECTS 


Mr. Reporter, put page 5 in the record also. 
(The page referred to follows:) 


Obligations by objects 


Actual, Allotment, Requested,| Increase 
| fiscal year | fiscal year | fiscal year { (+-) or de- 





1959 1960 1961 | crease (—) 

01 Personal services_- ike hd . _.| $5, 595, 678 | $5,849,600 | $6,313, 100 | $463, 500 
et SNS bn te cocke os snam Gib dlatbthin pitt sched 233, 068 | 280, 250 372, 300 92, 050 
03 Transportation of things. -.-...............--.---. 1, 616 3, 550 6, 000 2, 450 
04 Communication services. _...........-- vetoes 71, 232 72, 700 77, 700 | 5,000 
05 Rents and utility services. ..............------- 31, 736 38, 600 46, 600 8, 000 
06 Printing and reproduction __...........------ 36, 899 30, 000 $5, 000 5, 000 
07 Other contractual services................-....-.--- 63, 886 | 106, 300 207, 300 | 101, 000 
08 Supplies and materials. -...............-.-- ; 67,814 60, 000 80, 000 20, 000 
| FERS RESIS ERS Pare sete a oot 18, 929 | 23, 000 51, 000 28, 000 
11 Grants, subsidies, an id contributions hr ; 359, 228 375, 000 409, 000 | 34, 000 
13 Refunds, awards, and indemnities 3, 450 ; 
15 Taxes and assessments. ..........-..----- nbeiuben 632 1, 000 2, 000 | 1, 000 

OM. 5 hs hence 525--] | 6006, 108: | 6,840, 008 | 7,000; 000 3 760, 000 





TRAVEL 


Mr. Tuomas. Your “Obligations by objects” lists travel as going 
from $280,250 for 1960 to $372,300. What is your unexpended balance 
for travel for 1960, say by January 1? 
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Mr. GLENDENING. We have used approximately half of our travel 
funds for the first 6 months, just a few dollars short of that. 

Mr. Tuomas. How many people have you in travel status? 

Mr. GLENDENING. All of the people in the field, plus all of the trial 
attorneys and a good many in the General Counsel’s Office. 


FIELD OFFICE EMPLOYEES 


Mr. Tuomas. How many employees, total, are there in your 10 
feld offices ? 

In your Washington office you have 40; New York office, 48; Chicago 
Office, 20; Kansas C ity T e, 10: San Francisco office, 15; Seattle office, 
7: Cleveland office, 15; Boston office, 5; New Orleans office, 15; and 
the Atlanta office,9. * 

Mr. GLENDENtNG. There are 187 in the field offices, of which 116 
are attorneys. 

Mr. Tuomas. Your 116 are more or less in a constant state of travel, 
are they not? 

Mr. GLENDENING. Yes, sir. 


HEALTH INSURANCE PROGRAM 


Mr. Tuomas. What is your health insurance program costing you? 
How much have you set up for it? 
Mr. GLENDENING. $50,000. 
EQUIPMENT 


Mr. Tuomas. I notice your equipment item goes up $28,000 from 
$23,000 in 1960 to $51,000 in 1961. What is the purpose of that? 
Mr. GLENDENING. The equipment request is on page 113 


INCREASE AND COST OF PERSON NEL 


Mr. Tuomas. Your personnel increase, is what? As well as I re- 
member it is 99; is that correct. 

Mr. GLENDENING. Yes. 

Mr. Tuomas. And that goes up from $5,849,600, in 1960, to $6,- 
313,100 in 1961, an increase of $463,500. I assume your increase in 
travel of $92,050 is arrived at by virtue of that increase in personnel ? 

Mr. GLENDENING. Yes. 


OTHER CONTRACTUAL SERVICES 


Mr. Jonas. Mr. Chairman, permit me to ask this question: You 
said that $50,000 of the increase for other contractual services rep- 
resents the impact of the Health act ? 

Mr. GLENDENING. Yes. 

Mr. Joanas. That is, $50,000 of the $100,000. What is the other 
$50,000 for ? 

Mr. GLENDENING. The main increases are for additional testing, 
clinical tests of foods and drugs, and a topical index digest of Com- 
mission decisions. 

Mr. Jonas. That you farm out ? 

Mr. GLENDENING. Yes, sir. 
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CSC RETIREMENT CONTRIBUTIONS 


Mr. Tuomas. Where is your civil service retirement carried in the 
budget, 06 or 07 ? 

Mr. GLENDENING. 11. 

Mr. Tuomas. Under “Grants” ? 

Mr. GLENDENING. Yes, sir. 

Mr. THomas. What does it cost? 

Mr. GLENDENING. $375,000 this year and with the new people, 
$409,000. 

Mr. Tuomas. Is that an estimated figure or is it an actual figure? 

Mr. GLENDENING. It is an actual figure. ' 


COMPARISON OF 1960 AND 1961 BUDGETS 


Mr. Tuomas. Mr. Reporter, put page 6 in the record. 
(The information referred to follows :) 
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Mr. Tuomas. The table on page 6 tells the tale, does it not? It isa 
breakdown of personnel. For 1960 you have 756 personnel and jn 
1961 you have 855 personnel. The c hart is further broken down into 
the various offices and for the Commissioners’ Offices you have 924 
personnel ; Office of Executive Director, 55; Office of ¢ ‘omptroller, 56; 
Office of Secretary, 34; so you have 145 people, excluding the Com. 
missioner’s Office, doing more or less housekeeping work. 


HEARING EXAMINERS 


The General Counsel jumps from 54 to 59; hearing examiners from 
26 to 28. Tell us about your hearing examiners. How far are they 
behind? Just how many cases are there pending now 4 

Mr. Krytner. There has been a sharp increase in the number of 
cases that we have on hand, litigated cases, which has necessits iad dade 
siderable beefing up of the heari ing examiner corps. This is an area 
where a delay can really exist to a great extent if we do not have an 
adequate hearing examiner staff. 

Mr. Tuomas. There is no question about that. You cannot operate 
without them. 

Mr. Kintrner. Twenty-four merger cases, for example, are pres- 
ently pending before the hearing examiners, most of them vigorously 
contested. These take a large amount of the time of these people. 

Mr. THomas. What percentage of those contested cases go all the 
way through a hearing before a hearing examiner? 

Mr. Kinrner. Roughly 20 percent of all cases filed today, but all 
of these cases are assigned to a hearing examiner, and there are 
numerous conferences, looking toward settlement, in the other 80 
percent, and that is time consuming, of course. 

Mr. Tuomas. What jurisdiction does the Commission have over the 
hearing examiners? 

Mr. Kintner. The hearing examiners are subject to the Admin- 
istrative Procedures Act, and for that reason they occupy an inde- 
pendent status. They are charged to us for pay and administration 
purposes, but we have no control over the proceedings. 

Mr. Tuomas. A short answer would be “None”; is that not right? 

Mr. Kintner. They are judged, and that is it. 

Mr. Tomas. Well, when you want one you send over to the Civil 
Service Commission and they send you a list of three and you pick 
one. When you get him, that is it. 

Mr. Bascock. We had four authorized this year and we filled two 
of them. We hope to fill one beginning the next fiscal year, and that 
will leave one. 

Mr. THomas. But once you get him, he is independent and has his 
own powers / 

Mr. Tarr. That is right. He tries the cases the way he thinks 
they should be tried. 

Mr. Secrest. Insofar as the question of delay, there is nothing that 
the Commission can do if the hearing examiner, in his wisdom, thinks 
due process requires more evidence from the respondent, and the Com- 
siieeltes cannot go in in the middle of a trial and say the case is off. 
He judges what the evidence shall be and, under the law, we are 
removed from him. 
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Mr. Tuomas. What is the relationship of the Commissioners with 
their trial examiners ? 

Mr. Kinrner. We are, in effect, the eppellant judges. 

Mr. Tuomas. Are you on speaking terms? 

Mr. Kinrner. Yes. 

Mr. Secrest. Well, I have been there 5 years and there are four of 
them that I have never met. That is how much we try to keep away 
from any charges of influence. 

Mr. Tromas. W ell, I presume it is to everybody’s advantage to 
attend to his own job. If you get in there and try to tell them how 
to handle their business or try “to hurry them you are going to get 
weaned. It isn’t the function of the Commission to do ‘that. 

Mr. Kintner. Due process does involve delay sometimes and some- 
times it is costly, but well worth it. 


INCREASES REQUESTED, 1961 


Mr. Tuomas. You have an increase of four people in the Executive 
Director’s Office, four in the Comptroller’s Office and three in the 
Office of the Secretary. 

You are not asking for an increase in the Bureau of Litigation. 
What about that, Judge? 

Mr. Krxtner. We beefed up that Bureau last year and we feel that 
the biggest effort should be centered in the field offices to take care of 
this backlog of cases. As we need more men in the Bureau of Litiga- 
tion, 4S more cases come into that Bureau, we, of course, will have to 
divert personnel. 

Mr. Tomas. Judge Kintner, you use such choice language. You 
talk about “beefing up” that Bureau. I am reminded, in looking over 
these figures, it looks like we beefed up the Commission generally, 
since 1955 

In 1955, you had $4,045,000 and in 1956 you increased about $250,000 
to $4,262,500; and in 1957 to $5,550,000; in 1958, $5,950,000, plus a 
little payout money there. 

NEW LEGISLATION 


Mr. Kintrner. That is correct; and Congress keeps giving us more 
laws to enforce. 

Mr. THomas. Well, the only one we gave you is the Stockyards Act, 
and you have not yet had your regulations written on that. 

Mr. Kinrver. We have the Textile Fiber Identification Act, and 
on that act alone, which goes into effect in March, we have had many, 
many inquiries. 

Mr. Tuomas. And on that payola, you boys were hook, line, and 
sinker on that, were you not ? 

Mr. Kintner. We have $125,000 for enforcement next year on the 
Textile Fiber Identification Act, and I personally feel that that is a 
minimum amount. We had 29,000 inquiries this year. 

Mr. Tuomas. What about the Fur Labeling Act / + How many cases 
did you have on that last year ? 

Mr. Kivrner. Can any one of you supply those figures ? 

Mr. Bancock. I do not have them with me. 

Mr. Kinrner. I believe there are 500,000 people subject to that new 
Fiber Act. We will have to appeal to the industry itself to police 
itself. 
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Mr. Tuomas. By and large, if you make a good strong plea to the 
industry, do you not find that they more times than not try to cooperate 
with you? 

Mr. Kintner. Yes, if you back it up with a few good cases, they 
will. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Kintner. Mr. Chairman, it takes a big stick as well as policing 
and cooperation. 

OFFICE OF THE COMMISSIONERS 


Mr. Tuomas. Mr. Reporter, put this table on page 7 in the record, 
(The page referred to follows :) 





—___.. 
| 
Actual expenses, Allotment, Requested, Increase, fisca] 
fiscal year 1959 | fiscal year 1960 | fiscal year 1961 year 1961 
| —— _ pee —_ = —— 
| | | 
Posi- | Amount Posi- | Amount | Posi-| Amount | Posi-| Amount 
| tions tions } | tions tions 
a ee | eee 
Commissioners.........---- 3 do ui 5.0 | $100,042 5 | $100, 500 | 7 $100, 500 ies 
Commissioners’ offices -_-__- _..| 19.0 137, 937 | 138, 200 | 19 | 138, 200 
| - | | ~ias 
Total personal services -. ~~ | 24.0 | 237,979 24 238, 700 24 238, 700 ‘ Satie’ 
NU aig okie wotnceane alias Css RTOS Fowecak 5, 000 | 5, 000 | oh 
aie hae oo 194.0] 239,761 24! 243,700] 24 700 700 |---- fas ace 
i i 


Mr. Tuomas. We have five very fine and distinguished Commis- 
sioners here. The Commissioners have $5,000 for traveling. You 
are not going to travel too much, five of you, on $5,000, are you? How 
many speec hs are the Commissioners called on to make a month, 

Mr. Kryrner. I do not know how many the rest of them are called 
on to make, but I had to make about 50 since June and I am getting to 
the point where I am trying to cut down and I find that Members of 
the Congress and the Senate write in at the same time that the local 
communities write in, and urge me to make these speeches. This is 
a rather irresistible pressure. 

Mr. Secrest. I personally—and this applies to all of us—if I am 
going out to talk to a national convention, I ask them to pay the ex- 
penses, and only the expenses. We charge nothing for speeches. I 
do not see where the t: ixpayers should pay for my travel to Chicago 
to talk to a national convention of plumbers or anyone else, because 
they are not respondents, they are just people, and I think that is why 
the travel allowance that we ask for is very limited, and we do not use 
public money to go around and make most of these speeches. 

Mr. Kintner. The public is entitled to know what we are doing, 
and businessmen want us to educate them on what we are doing. 
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OFFICE OF THE EXECUTIVE DIRECTOR 


Mr. Tuomas. Mr. Reporter, put page 9 in the record. 
(The page referred to follows :) 























| 
Actual expenses, Allotment, Requested, Increase, fiscal 
fiscal year 1959 | fiscal year 1960 | fiscal year 1961 year 1961 
Posi- | Amount | Posi-} Amount | Posi-| Amount | Posi-| Amount 
tions | tions tions tions 
a eeeeeneennteeeeninetiel| eine — |] | — | ——___} —__ | —___ 
Office of Executive Director---.....-- 3.0 | $39, 060 | 3 | $37,500 3 | $87,500 }...... bE 
Office of Administration..........-.. 12; 10,086 2/ 17,600 | 2} 17,600 |.---.- SS ae ot 
Division of Personnel... swcak) woe 37, 305 5 | 36,800 | 7 46, 800 2 $10, 000 
Division of Mans wement ‘and Or- | 
ee 5.0| 38,280 5 | 39,100 5 | 39,100 |__.__- Ota 
Division of Administrative Services_| 40.8 | 206, 549 40 | 202, 000 42 | 210,500 2 8, 500 
Total personal services. _......| 55.6 | 331, 280 | 55] 333,000} 59] 351,500 4 | 18, 500 
Salata ci aienaaiigins Uicaaiicinin ctdiemnentenpinenid nies ie Si eta 
a ae Jets. 3,000 |___.-- $0001... 
ss hth | 55.6 | 332,068 | 55 | 336,000} 59] 354,500| 4 | 18,500 
| | j 
' ! ' i } 








Mr. Tuomas. What is the function of the Office of the Executive 
Director? I notice that you want to pick up about four jobs. That 
Office really funnels out the work and keeps all the records straight, 
and so on? 

Mr. Kintner. Yes. 


OFFICE OF THE GENERAL COUNSEL 


Mr. Tuomas. Mr. Reporter, put page 22 in the record. 
(The page referred to follows:) 








i | 
|Actual expenses,} Allotment, Requested, | Increase, fiseal 
| fiscal year 1959 | fiscal year 1960 | fiscal year 1961 year 1961 


a — - | —$  —____. 





! 
Posi- | Amount | Posi- Amount | Posi- | Amount | Posi- | Amount 





| 
| tions | tions | tions tions | 
—— —— | ea seen | —— | ——___—_— ——— 
| | 
Office of General Counsel_.._.._..._- 7.6 | $76,102 | 7 $67, 300 7 $67, 300 |__.-- 
Division of Special Legal Assistants..| 6.4 62, 625 | 7 | _73,900 7 73,900 |_. i. 
Division of Appeals --......-.....-..| 11.8 104,905 | 15] 123,060 20 154, 060 | 5 $31, 000 
Division of Compliance a ae 20. 2 183,407 | 21; 199,040] 21 199, 040 
Division of Export Trade...........- 4.0; 31,129 4| 32,300 | 4 32, 300 
rer 
Total personal services. ......- 50.0 458,168 | 54] 495,600 59 526, 600 5 31. 000 
RES tN hac othe michigan Seb oe 1,08 tc. BO Bocas 7, 500 
ONE sy cnn ns doc ccesnnn poe Lingeddnatideseepe laches lRicchenstaiggeciie |------| 20,000 20, 000 


MS Rh 1k tes Loree | 50.0 | 465,760] 54 | 503,100 | 59} 554,100 5 51, 000 





Mr. Tuomas. What about the Office of the General Counsel? We 
only have a five-man increase. How do you divide the functions be- 
tween the General Counsel’s Office and the Office of Investigation ? 

Mr, Kinrner. The General Counsel is responsible to the Commis- 
sion as its legal adviser and handles its courtwork. He does not par- 
ticipate in the trial of cases before the Commission. This is a separa- 
tion of functions required by the Administrative Procedures Act, Mr. 


Chairman. 


Mr. Tuomas. What about compliance in the field 
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Mr. Krnrner. We do handle the compliance work through the 
General Counsel’s Office, and the General Counsel is the Chief Legal 
Adviser both to the staff and the Commission, but he gives the legal 
advice and, in a general policy way, to the staff, rather than partici- 
pating in the individual cases. If he did that he would be disqualified 
from advising the Commission in its decision in these matters. 

Now, you had asked about the number of complaints regarding the 
wool-labeling practices and fur-labeling practices ? 

Mr. Tuomas. Do not get them mixed up. That is bad business, 

Mr. Kinrner. There were 44 complaints and 48 orders relating to 
the Wool Products Labeling Act entered in the past year and there 
were 83 complaints and 79 orders pertaining to the practices under the 
Fur Products Labeling Act. 


BUREAU OF LITIGATION 


Mr. Tuomas. Mr. Reporter, put page 40 in the record, which is a 
table entitled “Bureau of Litigation.” 
(The page referred to follows :) 


Actual expenses, Allotment, Requested, | Increase, fiseal 
fiscal vear 1959 | fiscal year 1960 | fiscal year 1961 | year 196] 

i 
Posi- | Amount | Posi-| Amount | Posi-| Amount Posi-| Amonnt 

tions tions tions tions | 
_ Ee . ease aaeenenatnges: 
Personal services. .............-.....| 98.6 | $844, 893 107 | $878, 600 107 | $878,600 |None None 
IIL, 5 << ccrunauumnnace deebenaetbndendat beni 61, 432 |..... 65,000 |..._- 70, 000 - + $5, 000 
al aad —— 4,000 {____- 5, 000 | i 1,000 
I connect nseenaden 16, 497 a 5,000 j:... BOO Bie cucs 4,000 
UR icencccewnwecnnemieners ...| 98.6 | 922,822 | 107 965, 600 107 | 975, 600 aie 10, 000 

| i 


Mr. Tuomas. What is the distinction between the Bureau of Liti- 
gation and the General Counsel's Office ? 

Mr. Krntner. The Bureau of Litigation handles the litigation of 
these matters before the hearing examiners, whereas the General 
Counsel’s Office handles our work in the courts. 

Mr. Tuomas. We do not have that many that we cannot rely on 
the U.S. attorney ? 

APPELLATE WORK 


Mr. Kintner. No, sir; we handle our work in the court of appeals on 
the appeals of all of these orders. They are handled by the General 
Counsel’s Office. 

Mr. Tuomas. How many cases do we have on appeal now ? 

Mr. Tarr. Thirty-eight pending and at the beginning of the year 
there were 42. 

Mr. Tuomas. How many did you dispose of in 1959? 

Mr. McCautey. In the last fiscal year there were about 26 or 28 
disposed of. 

Mr. Tuomas. It was that many ? 

Mr. McCau tery. Yes, sir. 

Mr. Tuomas. They do not dispose of 25 a year? 

Mr. McCavtry. We are going up very heavily in our appellate 
court matters, and also with respect to the compliance matters, al- 
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though if a civil penalty matter is to be tried, it is handled this 
way—— 

Mr. Tuomas. What about your staff in terms of experi ience? How 
Jong have they been with you? © How much court experience have they 
Ete: staff generally ? 

Mr. McCautey. There are seven men in the Division of Appeals, 
and all but one of those men are what I would classify as senior at- 

torneys W ith 10 to 15 years " experienc e or more. 

Mr. THomas. Seven men on 25 cases on appeal ? 

Mr. McCautry. We have 42, including the one which Mr. Kintner 
pointed out earlier, which amounted to work involving as much as a 
year and a half man-year’s work on that one case, which had a total 
of around 11,000 pages of record. It has just been argued this past 
week out in California. These records we get are very heavy, and 
they soak up a tremendous amount of time. 

Mr. Kinrner. These are the big cases that often go to the Supreme 
Court, Mr. Chairman. 

Mr. Tuomas. Well, that isquitea record. Congratulations. 


WITNESS FEES 


Mr. Jonas. Before we leave that, may I ask this question, Mr. 
Chairman ¢ 

What do you pay for witness fees? Do the decisions include costs 
or does each side bear his own part of the costs, including witness fees ? 

Mr. Kinrner. No, we do not. I think Mr. Glendening can answer 
that. 

Mr. Jonas. You do not carry the costs? 

Mr. GLENvENING. We pay the witness fees, the same fee they would 
get in the U.S. court for travel. When we subpena a witness we pay 
them the same rate as the U.S. courts. 

Mr. Jonas. When you get a decree signed, or an order signed, 
never carries the costs ? 

Mr. GLENDENING. No. 

Mr. THomas. What part of your travel money here goes to wit- 
nesses ¢ 

Mr. GLENDENING. About $4,500 or less. 

Mr. Jonas. There is $5,000 in here. 

Mr. GLENDENING. That is travel expenses. 

Mr. Jonas. It says “witness fees, $5,000, 1961, Bureau of Litigation.” 

Mr. GLENDENING. Yes, sir. 

Mr. Tuomas. That is a very little amount of money. Then your 
witness fees and travel do not cost you too much. 

Now let’s take your big bureau, the Bureau of Investigation. 
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BUREAU OF INVESTIGATION 


Mr. Reporter, put p age 65 in the record at this point. 
(The information referred to follows :) 





UE en 


Actual expenses, Allotment, Requested, Increase, fiscal 
fiscal year 1959 | fiscal yearg1960 | fiscal year 1961 year 1961 








Posi- | Amount | Posi-| Amount | Posi-| Amount | Posi-| Amount 

















tions tions tions tions 
— Serre ttt ee 
Office of the Director_.............-- 27.0) $123,761 28| $147, 000) 28} $147,000 oneicuae 
Office of project attorneys - --_.------- 62.0} 600,875) 64) 617, 500) CH Ot ORO cdncanr eae 
Field offices......-..------- wesw 185. 2| 1,340,512] 189) 1,390,800] 257] 1,692,900] 68) $302, 100 
Division of Accounting.............- 15.0 129, 905 15 125, 500} 17} 135, 500} 2 10, 000 
Division of Textiles and Furs_.._....| 14.8 108, 430 16 118, 000 22 152, 900 6 34, 900 
Division of Scientific Opinions_- sa 6. 4) 66, 868 7 75, 700) 9) 90, 700 2| 15, 000 
} j | _ —— 
Total, personal services___...._} 310.4) 2,37 319) 2,474,500) 397) 2, 836, 500) 78) 362,000 
ail Sa ea aS ad | l r 158, 250 243, 300) ..-...| 85, 050 
Other expenses--.-.....-------- ross 7, 000 | 69, 500). ..... | 22, 500 
0 ee, ee. eee 310. ‘| 2, 515, 466 319) 2, 679, 750 397) 3, 149, 300 78| 469, 550 


Mr. Tuomas. You want to go from 319 positions to 397 in 1961, 
an increase of 78 positions. Are all of these people stationed in the 
field ? 

Mr. Kintner. All except those here in the Washington office. 

Mr. Tuomas. What do they do in the Washington office ? 

Mr. GLENDENING. We would like to have six additional attorneys 
to handle the work in connection with the Textile Fiber Products 
Identification Act. 

Mr. Kintner. Mr. Chairman, in answer to your question, the Wash- 
ington field office has an area of the United States to cover just like 
the other field offices. They travel around this area of the country. 

Mr. Tuomas. Well, you have 28 people in the Office of the Director. 
What do those 28 people do insofar as the Bureau of Investigation 
is concerned? Are these administrative people there? 

Mr. GLenpentNG. A substantial number of those people handle 
the investigation records and it includes the stenographie pool. 

Mr. Tuomas. You have 64 positions in the Office of Project Attor- 
neys, which remains the same as last year. What do those people do? 

Mr. Hitz. The project attorneys perform various functions. First 
they analyze and prepare the replies to letters of complaint. Second, 
they recommend entering matters for investigation, and determine 
those which should be closed, and conduct investigations by corre- 
spondence, in simpler deceptive price cases, and in merger cases, 
initiate investigations. 

Mr. Tuomas. How many inquiries do you get on those payola 
cases ? 

Mr. Hixxi. I do not know. 

Mr. Tuomas. Mr. Yates had written an inquiry to you? 

(Discussion off the record.) 

Mr. Tuomas. The Bureau of Investigation is the backbone of your 
activities. : 

JUSTIFICATION DATA 


Mr. Reporter, put pages 66 through 71 in the record. That gives 
you a pretty good idea of what your activities are. 
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(The pages referred to follow :) 


The function of the Bureau of Investigation is to gather and analyze the facts 
and evidence which provide the basis for corrective action by the Commission. 
This task is performed under the supervision of the Bureau Director and the 
guidance of the Chief Project Attorney, his staff of project attorneys, and the 
attorneys in charge of the Commission’s 10 branch offices. 

Specialized investigative or advisory functions are performed by the Division 
of Textiles and Furs, the Division of Accounting, the Division of Scientific 
Opinions, and the Legal Adviser in charge of the investigation of mergers and 
acquisitions. The work of these groups will be discussed separately. 

Most Commission cases stem from letters of complaint from members of the 
public who feel that they have been deceived or misled by unfair or deceptive acts 
or practices, or from businessmen who believe that their economic welfare is 
jeopardized by unfair or discriminatory competitive practices. Complaints are 
also received from individual Members of Congress, congressional committees, 
trade associations, and other governmental agencies, both State and Federal. 

In view of the Commission’s broad jurisdiction, it can readily be understood 
that more complaints are received than can be investigated. For this reason, it 
is essential that all complaints be carefully evaluated to eliminate those of a 
trivial or borderline nature, or those in which public interest or jurisdiction is 
lacking. Other factors involved in the evaluation process include the time and 
expense required to conduct an investigation, whether the matter involved a 
purely private controversy, and the extent to which the complained of act or 
practice is susceptible of correction under statutes administered by the 
Commission. 

The continuing growth of the work of the Bureau is evidenced by the increas- 
ing number of applications for complaint received. On the following page is a 
chart showing this increase from 1955 to date. It will be noted that in 1955 
2,583 applications for complaint were received and in 1959 a total of 4,400 were 
received, an increase of 70.3 percent. During the same period the number of 
attorneys in the Bureau of Investigation increased from 135 to 165, an increase 
of only 23.1 percent. These figures exclude complaints received relating to wool, 
furs, and flammable fabrics matters. 

The number of applications for complaint received from aggrieved competitors 
and consumers continues to register a progressive increase: For the first 544 
months of the current fiscal year they numbered 2,036, an increase of 6.6 percent 
over the 1,909 that were received in the comparable period of fiscal 1959, which 
in turn was an increase of 18.4 percent over the comparable period of fiscal 1958. 

In all restraint-of-trade matters, close and effective liaison is maintained with 
the Antitrust Division of the Department of Justice in order to avoid over- 
lapping or duplication in matters where the two agencies may possess concurrent 
jurisdiction. 

In some matters involving deceptive practice charges, the necessary facts can 
be secured through correspondence at a substantial saving in public funds. As 
a general rule, however, it is necessary to obtain the relevant facts and evidence 
by field investigation involving interviews with the complaining party, the 
proposed respondent, competitors, customers, suppliers, and other informants. 

After a matter has been entered for investigation, it is referred to 1 of the 
Commission’s 10 field offices for assignment to an attorney-examiner. In many 
cases, work on the same case is performed simultaneously by attorneys from 
two or more field offices, with one such office having responsibility for coordina- 
tion of the investigation. 

Upon completion of an investigation, the examining attorney prepares a final 
report, setting forth the relevant facts and making an appropriate recommenda- 
tion. This report is reviewed by the attorney in charge and is then forwarded 
to headquarters for study and review by the project attorney who has primary 
responsibility for the case from its inception to final disposition. The case is 
then referred to the Bureau of Litigation for the drafting of a complaint, to the 
Bureau of Consultation for the negotiation of a stipulation, or to the Secretary 
or the Commission with a recommendation for closing. 

In addition to the foregoing, the various field offices spend a substantial time 
conducting investigations of how respondents are complying with previously 
issued orders to cease and desist. This work must be performed with unusual 
care and attention to detail since the evidence obtained may be used in support 
of civil penalty or contempt proceedings. 


51632—60——12 
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Investigations also are conducted to assist in the litigation of pending formal 
cases, since defenses asserted by respondents often raise issues requiring addj- 
tional facts and evidence. 

Matters investigated by the Bureau fall into two broad categories—restraint 
of trade and deceptive practices. 


APPLICATIONS FOR COMPLAINT RECEIVED 
6,000 





Of the 4,400 applications for complaint received during the year, 884 involved 
alleged restraint of trade and 3,516 deceptive practices. 

Under section 5 of the Federal Trade Commission Act, the Bureau investigates 
allegations of such restraint of trade practices as price fixing, collusive bidding, 
resale price maintenance, interference with sources of supply, and selling below 
cost with the intent and probable effect of eliminating competition or destroying 
a competitor. Twenty-three of the 79 restraint of trade complaints issued 
primarily involved such charges. 

Numerous important investigations were conducted under section 2 of the 
Clayton Act, as amended by the Robinson-Patman Act, which prohibits price 
discrimination and discrimination in the payment of promotional allowances or 
in the furnishing of services or facilities. Many of these related to practices in 
the food industry, with particular reference to dairy products. Innvestigations 
also were made of exclusive dealing and tying arrangements under section 3 of 
the Clayton Act, and of interlocking directorates under section 8. Fifty-six of 
the complaints issued were under the Clayton Act. 

Some of the more important restraint of trade cases which resulted in the 
issuance of formal complaints during fiscal 1959 are listed below: 


Docket Name of case 

et The Procter & Gamble Co. 

TE al IER iets iat te The Rubber Manufacturers Association, Inc., et al. 
I oa ctases a enncecncbeniwancidink The Borden Co. 

al atteanicdacccctaescabesnaact etinied The Atlantic Refining Co., Inc. 
a Standard Oil Co. (indiana). 
eee ee The Kroger Co. 

re Southwestern Sugar & Molasses Co., et al. 
eso rccnae Saati Sperry Rand Corp. 

Se se testes ees Cotter Fiotill Products, Inc. 

alae ed Bearings, Inc., et al. 
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The 66@ deceptive practice investigations which were completed during the 
year under the Federal Trade Commission Act included 445 entailing charges of 
violation of section 5, and 142 entailing charges of false advertising of food, 
drugs, medical devices, or cosmetics in violation of section 12. The section 5 
investigations resulted in issuance of 118 formal complaints and acceptance of 
94 stipulations to cease and desist. The section 12 investigations resulted in 
jssuance of 27 complaints and acceptance of 11 stipulations. In addition, 114 
of the investigations were terminated upon receipt of assurances that questioned 
practices had been discontinued without intent to resume, where it appeared this 
method of disposition would adequately protect the public interest. 

Typical of the deceptive practice charges receiving attention under section 5 
were fictitious pricing of clothing, floor coverings, electric appliances, and 
cutlery; misrepresentation of correspondence courses in chemistry, detective 
work, airline stewardship, and real estate appraisal; misleading use of term 
“guaranteed” in connection with bedding, watches, and sewing machines; and 
false claims of Government approval respecting various products. Under section 
12 the charges investigated included false claims that bread and macaroni prod- 
ucts were low in calorie content and would effect weight reduction; that hearing 
aids were cordless and invisible and required nothing to be worn in the ear; that 
drug products would aid in preventing Asian flu or would effectively treat rheu- 
matism or arthritis; that cosmetic products would rejuvenate the skin or cause 
the hair to become naturally curly; also, use of fictitious testimonials from 
nonexistent doctors in connection with an antibiotic preparation; and offering 
of oleomargarine as a dairy product. 

Illustrative of the deceptive practice investigations which resulted in the 
issuance of complaints during fiscal 1959 are the following cases. 


Docket Respondent 

RI sbi _........... Benrus Watch Co., Inc., et al. 

2a nanecan-uan=. Sacey-Warner Corp. 

ell aes a _. Fieldcrest Mills, Inc., trading as Karastan Rug Mills. 
a ixcipsscanice ee _ Basie Book, Inc., et al. 
RES Ce yl 

a cae, ot hasta National Bakers Service. 
ener. _..._ Eska Corp. 

ee, American Registry of Doctor’s Nurses. 
ic eriscenden ieee _._.. Country Tweeds, Inc. 

eee acne ee 


WORK PROGRAM, 1959-60 


Set forth below is a tabulation of the 1,248 informal matters pending for inves- 
tigation in the Bureau on July 1, 1959, by the type of violation alleged: 


Restraint-of-trade investigation 


Number 
Sees ray orks ae a cite snse ede wedeev chireennnrntivnmicnbecpnercens inal 85 
Clayton Act: 
a rk Oe oe rhe eth el a 
Rs Weekes cee atrt aot) Si asisehicabaiibaas bie aie Seana eid arian i ree ininbeaapmineeaer ten 
alia hei cab bile td ck Shen hb ecathihetbinnkbonettiichtibameal ctiichdstie baci tinliaiiiniens oe 
ee ie isk ahs ee ee ed a ed themnboeniets aa 
Rimnenain ANGIE — soo ci sn bs cass eave cess acaln cabana aieild dt dialpibas aalebnbeeiaiinaaeeemmaeiarl 7 
OGD ote ci ns dead. 1 db feb caitiiesaisnethd«alommeeh 449 
Deceptive-practice investigation 
Number 
PeGeral Trade Commiapion Acta... - nies cei e ms eewn me nnnweencas 654 
a i oe cnc ee sitamde ae ah cieaie ance Mae aa aa bial 82 
A er ri ses eoiniomierenaiiiniaieatesicbatia 62 
I" Ne 1 
een. oS pe ease SUE) 2S LULU Bae Be) oa aor ase lie 799 


As of December 11, 1959, this total had increased to 1,353. 
There are set forth on the following pages three charts which reflect the status 
of the work in the Bureau for 1957, 1958, and 1959. 
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The first chart reflects that investigations pending in field offices per attorney 
has increased from 5.46 on June 30, 1957, to 6.47 on June 30, 1959. 

The second chart sets forth the age of investigations pending in field offices as 
of June 30, 1957, 1958, and 1959. It will be noted that the average age of anti- 
monopoly cases has grown steadily older each year, and that, while in 1957 
18 percent of the 256 investigations were more than 12 months old and 70 percent 
were less than 6 months old, on June 30, 1959, 22 percent of the 283 investiga. 
tions were over 12 months old and only 55 percent were less than 6 months old, 

The third chart sets forth the age of all investigations pending in the Bureay 
of Investigation for the same 3-year period. It shows that, while on June 30, 
1957, 49 percent of the cases were more than 1 year old and 34 percent were less 
than 6 months old, on June 30, 1959, 59 percent of the cases were more than 
1 year old and 21 percent were less than 6 months old. 


BUREAU OF CONSULTATION 


Mr. Tuomas. Mr. Reporter, put page 91 in the record, and that is a 
table on the Bureau of Consultation. 
(The page referred to follows:) 


Actual expenses, Allotment, Requested, Increase, fiscal 
| fiscal year 1959 | fiscal year 1960 | fiscal year 1961 year 196] 
Posi- | Amount | Posi-| Amount | Posi- | Amount | Posi-| Amount 
tion tion tion tion 
Office of the Director - -_- 13. 6 $74, 907 15 $99, 600 18 | $112,600 3 | $13,000 
Division of Trade Practice Confer- 
ences ‘ : ----| 14.6 151, 884 15 154. 700 15 16, 700 1.3. ee 
Division of Stipulations _- ; 6.8 70, 663 7 66, 300 7 66, 30 ay 
Division of Small Business. --. 4.8 52, 856 4 43, 000 4 £3,000 |.....-1.. 3s 
Total personal services 39.8 350, 310 41 363, 600 44 376, 600 3 13, 000 
Travel__.. SPAS : 2, 373 3, 000 sue 5, 000 2, 000 
Ei cincmncesaenes cares 39.8 352, 683 41 366, 600 44 381, 600 3 15, 000 


Mr. Tomas. You want to increase your positions in the Bureau 
of Consultation from 41 to 44. 


JUSTIFICATION DATA 


‘ 


Mr. Reporter, put pages 92 and 93 in the record, also, and 94. 
That gives you some idea of your workload. 
(The pages referred to follow :) 


This- Bureau is responsible for obtaining voluntary compliance with laws 
administered by the Federal Trade Commission. With approximately 4 million 
businesses in- the United States, it is clearly advantageous to the public, the 
business- community, and the Commission to have machinery to encourage and 
assist voluntary compliance with these laws. 

This work is accomplished through four means: (1) guide program, (2) trade 
practice rules, (3) stipulations, and (4) informal advice to small business. 

The voluntary compliance program recognizes two important factors: First, 
that many violations result from lack of knowledge of the law or from a 
failure to understand its application; and, second, the desirability of halting 
illegal practices quickly and simultaneously so as to avoid placing anyone at a 
competitive disadvantage. 

OFFICE OF THE DIRECTOR 


In addition to exercising general supervision over the work of three divisions, 
as well as the work of the Bureau’s central record room and stenographic pool, 
the Director has direct supervision over the administration of the guide program. 
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THE GUIDE PROGRAM 


Guides set forth the requirements of laws administered by the Commission 
as they apply to business practices common to many industries, or to the busi- 
ness practices of a particular industry. 

Guides serve two purposes. One, they point out to the business community 
in specific language the legal boundaries of advertising claims; and two, they 
put the spotlight of publicity on malpractices which deceive the buying public 
and work competitive hardships on honest advertisers. 

The guide program had its beginning on September 15, 1955, with the issuance 
of “Cigarette Advertising Guides.” By maintaining close contact with the 
tobacco industry, the Bureau of Consultation has been able during the past 
fiscal year to secure the voluntary discontinuance or revision of 20 questionable 
claims as well as providing advice and guidance on proposed advertising. 

The 12-point “Tire Advertising Guides,” effective on August 27, 1958, had 
an immediate nationwide impact on tire advertising at all levels of distribution. 
The major achievements of the administration of the guides were: (1) elimi- 
nation by tire manufacturers of the use of names which suggested a better grade 
or quality than was actually the case (a hypothetical example would be abandon- 
ment of the designation of “Super deluxe high standard” for a second-line tire) ; 
(2) a marked improvement by the tire industry in clarifying guarantees and dis- 
closing their terms and conditions; (3) general compliance with the require- 
ment that advertisements of used tires clearly disclose that they are not new 
products. This has been particularly true with retreaded tires. 

Approximately 10,220 copies of the ‘Tire Advertising Guides” were distributed 
by the Commission in response to 3,900 requests. In addition, some tire manu- 
facturers and trade associations have reproduced and disseminated at their own 
expense thousands of copies. There are approximately 300,000 tire retail out- 
lets in the United States, and it is a safe assumption that the vast majority 
have received copies of the guides either from the Commission or from private 
sources. 

On October 10, 1958, the Commission issued to its staff, “Guide Against Deceptive 
Pricing’ for use in the evaluation of pricing representations in advertising. 
They were released to the public in the interest of obtaining voluntary, simulta- 
neous, and prompt cooperation by those whose practices are subject to the Com- 
mission’s jurisdiction. These guides are a new approach in the area of volun- 
tary compliance, in that they are not confined to a particular product but cut 
across all industry lines. They received strong support from business groups 
and have been used as a rallying point by those interested in maintaining truth 
in the advertising of savings claims to consumers. 

In response to 12,957 individual requests, 76,700 copies of the “Guides Against 
Deceptive Pricing” already have been distributed by the Commission. Other re- 
quests for copies have been received from trade associations and business enter- 
prises, many of which also have reproduced and disseminated copies at their 
own expense. At least a half million copies of the pricing guides have been re- 
produced and disseminated throughout the business community and to the 
public. 

Furthermore, many busines concerns, including some of the largest manufac- 
turers and/or distributors of consumer goods, have either written to the Federal 
Trade Commission or publicly announced their intention to comply voluntarily 
with the guides. 

Abandonment or correction of misleading or deceptive claims was obtained in 
51 matters under the tire guides, and 48 under the pricing guides. The files 
were closed on assurances of compliance and the submission of revised adver- 
tising. 

Advice and guidance on compliance with guides were given to 68 firms and 
business groups in or related to the tire industry, and in 138 matters involving 
price representations. 

Numerous other matters not susceptible for treatment on a voluntary compli- 
ance basis were forwarded to other bureaus and offices of the Commission for 
appropriate action. 


PROJECTED WORK UNDER THE GUIDE PROGRAM 
This Bureau recommended to the Commission the adoption of “Guides Against 


Bait Advertising,” which were adopted by the Commission on November 24, 1959. 
The practice of bait advertising is closely related to deceptive pricing, both of 
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which have been categorized as the ‘twin shames” of advertising. Promulga- 
tion of these guides has been strongly urged by the Association of Better Busij- 
ness Bureaus. We anticipate that the administration of these guides wij} 
probably equal the volume of workload experienced in administering the “Guides 
Against Deceptive Pricing.” 

Guides covering other practices are under active consideration. These inelude 
the following: 

“Guides against deceptive guarantees. 

“Guides against discriminatory allowances and services.” 


INCREASES REQUESTED—FISCAL YEAR 1961 


The work of the Bureau of Consultation under the guide program entails an 
extensive review of newspaper, periodical, radio, and television advertising of 
the industry practices subject to guides. Effort also must be made to persuade 
industry members and their legal representatives to stop representations deemed 
questionable under the guides and Commission law. 

Experience with the guides already issued has demonstrated that there is a 
constant and continuing need for interpretation, advice, and surveillance by staff 
attorneys to insure widespread compliance. 

In addition to the above, the following conipliance and interpretive matters 
were pending under the guides : 


Compliance: Tire guides as of June 30, 1959 129 
Interpretive: Tire guides as of June 30, 1959 : ea ay 
I eet ea Ad Bh ; .. 140 
Compliance: Deceptive pricing enides as of June 30, 1959 130) 
Interpretive: Deceptive pricing guides as of June 30, 1059 4 
NS a Ea aiauidiee - 134 


Mr. THomas. How many conferences did you hold last year? 

Mr. Herm. There were 23 during the year. There would be more 
than one conference in one proceeding, perhaps. 1 do not know the 
exact number. 

Mr. Tuomas. Of course, if you can get the job done through a con- 
ference, that is the most desirable way, is it not / 

Mr. Kinrner. Yes. 

Mr. Tomas. It saves everybody's time and saves tlhe Commission 
money and the taxpayer's money. 

I remember when we got this Bureau on its feet some 4 or 5 years 
ago. Has it been working well? 

Mr. Krintner. It certainly has. We have stepped up that program 
and we will continue to step it up. We encourage more work for this 
Bureau. 

COST OF PRINTING 


Mr. Tuomas. What was your printing bill last year? What page 
isthaton? Can you give me that figure / 

Mr. Secrest. Printing and reproduction is $30,000 this year, We 
are asking for $35,000. It is on page 110 under “Operating ex- 
penses.” 

Mr. GLENDENING. We spent $36,000 in 195! 

Mr. Tuomas. No; your ““( ther sbiosts? 1 gure. That is $330,000 
and you want to jump it up to $35,000. ae many pieces of litera- 
ture did you publish last ye: ur 

Mr. GLENDENING. That $36,000 we spent last year for printing 
was for the printing of the Commission decisions by the Government 
Printing Office, the printing of the antibiotics report, the printing 
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of the supplements to the statutes and decisions, and the balance was 
miscellaneous standard forms we have to buy from the Government 
Printing Office. 

Mr. ‘THomas. How much money do you spend for your rules and 
regulations ? 

Mr. Gienpentne. I think what you are speaking of now is the 
operation of the printshop, the class ‘A printshop in our own place. 

Mr. Tuomas. Where do you carry that ? 

Mr. GLENDENING. That is under the “Office of the Executive Direc- 
tor” and it is found on page 111. 

Mr. Tuomas. And the multigraphing is all done there ? 

Mr. GLENDENING. Yes, sir. 

Mr. Tuomas. What does that cost? Page 111 does not show it. 
It shows what you have in your library and publications branch: 

Production reports for this section show that over 242,000 photographic and 
photostat and services and copy-flo prints were produced during fiscal year 1959. 
This represents an increase of 40,000 items over 1958. 

What does that cost you now, that reproduction service ? 

Mr. GLENDENING. The payroll cost on that is $206,000, that is, for 
last year. That is the payroll cost for the entire Division of Admin- 
istrative Services. 

The cost of the paper, and so forth, is carried under “Supplies 
and materials” and probably, I would say, would be $25,000 or $30,000 
worth of paper, which was used on the presses last year. 

Mr. Tomas. Your entire printing bill w ould be your general 

rinting office and then your costs in the Executive Director's s Office. 
What would that be? W ‘ould it be around $300,000 ? 

Mr. GLENDENING. No, sir. 

Mr. Tuomas. Well, what aon it cost ? 

Mr. GLENDENING. About $275,000 altogether. 

Mr. Tuomas. The presses, siaigtieting your purchasing of equip- 
ment and everything ¢ 

Mr. Guenpentne. Yes. 

Mr. Krntner. The businessmen write in for these trade practice 
rules as guides and they are widely disseminated amongst business 
groups. This is very useful education. 

Mr. Tuomas. Is that a free service or do you have a little charge? 

Mr. Kintner. We do not charge for that. 


BUREAU OF ECONOMICS 


Mr. Tuomas. Mr. Reporter, put pages 106 and 107 in the record. 

(The pages referred to follow :) 

The functions of this Bureau are to give economic and statistical assistance 
to the Commission in its investigative and trial work and to make economic 
studies for publication in response to requests by the Commission, or by Con- 
gress, or the President. 
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An analysis of the work of the Bureau of Economics in fiscal year 1959 jg 
set forth below : 














rt 
Categery | Amount Percent 
— ————— $+ —$—— 
ieee iain oe | $139, § 49 
Cement concentration study. __........----- - rei | 35, 13 
nn 1 ada ecncianihdaded~ ctegeuees 5, 9 
Assistant to other bureaus: 63 
I I i Ea iain lesen itibianl — Sina 10, 957 4 
RINE none can bad etaenee aol s ote | 9, 579 3 
Le EE en wecbeth 1, 082 | minim heats, 
NN SS 5 hn adie SeieLee keene pscwatel 21, 618 | - 
Other assistance to the Commission --_.-_--..------- ela ade aca ld 3, 108 | 1 
Basic industry research _- id 23,017 | 8 
Supervision - --.. niet pv eitthdthonnsnes _ i 4, 510 | Dt 
Total... -_-- LS sik ih bhbb thd bhldmetinedks akaiiomna 2 aa ore | 283, 254 | 100 








On October 9, 1958, a resolution on significant economic trends in food mar- 
keting was adopted by the Commission. The resolution pointed to the fact 
that a substantial percentage of all Commission antimonopoly investigations 
had arisen from alleged violations of law in this industry, and to the broad 
public interest in preserving competitive free enterprise and preventing unfair 
methods of competition. In light of these considerations, the resolution called 
for an investigation and study of integration and concentration of economic pow- 
er at the retail level of food distribution. 

Questionnaire schedules for chainstores, voluntary group wholesale grocers 
and retailer-owned cooperative food distributors were approved by the Com- 
mission on December 30, 1958, and by the Bureau of the Budget in January 
1959. Mailing was completed February 2. Information was thus obtained re 
lating to retail stores with about 90 percent of 1958 grocery store sales. In 
view of the wide interest expressed in this study and of the desirability of mak- 
ing factual information available without unnecessary delay, to those inter- 
ested, the Commission issued on June 30, 1959, an interim report, “Economie 
Inquiry Into Food Marketing.” 

The interim report included tabular presentation of sales and earnings by 
size groups, as well as acquisitions and integration of food chainstores. Data 
on sales according to areas served, acquisitions, integration, and services rend- 
ered group members were presented for both voluntary group wholesalers and 
retailer-owned cooperatives. The 10 tables giving chainstore data and the 12 
tables giving data for voluntaries and cooperatives in the interim report 
presented only part of the information developed in the questionnaires. 

The interim report was followed by a full report, embodying all of the factual 
material gathered in the data requests, which was transmitted by the Bureau 
on November 30, 1959. This report was titled “Economic Inquiry Into Food 
Marketing, Part I, Concentration and Intergration in Retailing.” 

Later parts of the study are planned to investigate other phases of the eco- 
nomics of food distribution. Mail and phone inquiries have shown a high de 
gree of public and congressional interest in this FTC program. In particular 
both Senate and House Committees on Small Business have communicated 
frequently on the status and planning of the work. 

In light of the general interest ‘shown in the food inquiry to date, the Bu- 
reau has drafted tentative plans for the study of other subjects to be under- 
taken after the completion of part I. Among the broad areas considered for 
recommendation to the Commission are the following: 

1. Buying practices of large food chains, wholesalers, and manufacturers and 
their effects on competition.—Allegations have been received that large-scale 
buying of such commodities as beef, lamb, poultry, eggs, fruits, and vegetables 
have had a depressing effect on prices and have reacted with special severity 
upon producers and processors. 

2. The frozen food industry.—This is a comparatively new industry in which 
there is intense competition for freezer space in retail stores. A study of the 
distribution of these products and the trade practices would include a search 
for any discriminatory practices or monopolistic tendencies. 
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8. The canning industry.—This is an old industry which is still a major sup- 
plier to the food distributors. A study of the commercial relationships be- 
tween the canners and the large buyers might reveal information on monopolis- 
tic practices in individual product lines or territories. 

Mr. Tuomas. Doctor, what about the Bureau of Economics? You 
talked to us this morning. You have 40 people. Tell us what you did 
with these antibiotics studies and food studies and cement concentra- 
tion studies? Those are your three big classifications. 

Mr. Wurrnery. In the year covering fiscal 1959, yes. We are not 
doing any more work on antibiotics in our Bureau. 

Mr. Trromas. What happened to the case on antibiotics ? 

Mr. Wurrney. It is in a published report. 

Mr. GLENDENING. We discussed that this morning. 

Mr. Kintner. That is the big case on the drug concerns that. we dis- 
cussed this morning. 

Mr. Tuomas. What is the status of it right now ? 

Mr. Sureny. The hearings, I hope, will be completed next week or 
the following week, in New York. 


OTHER OBJECTS 


Mr. Tuomas. Mr. Reporter, put pages 110, 111, 112, and 113 in the 
record. 
(The pages referred to follow :) 


rrr cr 








| 

Allotment, Requested, | Increase, fiscal 
fiscal year 1960 | fiscal year 1961 | year 1961 

| | 
I tan Reciedl oc tc cdeapciniensacdenaaeaeniwns $280, 250 $372, 300 | $92, 050 
TS UMGAOUn OC LEMMING... cedicnccemcencnscoen 3, 550 6, 000 | 2, 450 
Communication services = ie Se A 72, 700 77, 700 5, 000 
Rents and utility services_...._.__- Sena cae : 38, 600 46, 600 | 8, 000 
Printing and reproduction__........._.._- 7 30, 000 35, 000 | 5, 000 
Other contractual services _.___- ae : 106, 300 | 207, 300 101, 000 
Supplies and materials_..__.........-- SS nein 60, 000 | 80, 000 20, 000 
Bempment._..........-. ak ce ie ; e 23, 000 | 51, 000 28, 000 
Grants, subsidies, and contributions_ a 75, 000 409, 000 | 34, 000 
Taxes and assessments Sennen Ceca owen kntnsG aon eal 1,000 | 2, 000 | 1,000 
st Rt a a, ia oe a 990, 400 1, 286, 900 296, 500 





There are listed above increases for operating expenses including those charged 
to operating programs. These increases are based upon estimated require- 
ments for Commission operations for the fiscal year 1961 at the levels set forth 
in the detailed justifications. 

With the exception of $20,000 for clinical testing, $20,000 for a digest of 
Commission decisions, and $50,000 for the employee health program, all of the 
above increases are supporting costs based upon the increases requested in the 
various operating programs. 

TRAVEL 


Funds in the amount of $372,300 are requested for travel during fiscal year 
1961. This represents an increase of $92,050 over funds available for this 
purpose in fiscal year 1960. The increases to the various bureaus are as follows: 
Bureau of Litigation, $5,000; Bureau of Consultation, $2,000; and the Bureau 
of Investigation, $85,050 of which $12,000 is for the new Textile Fiber Products 
Identification Act. The probable increase of the per diem rate from $12 to 
$15 would cost more than $35,000 in fiscal year 1961. 

Detailed justifications for travel funds will be found in the Bureau estimates. 
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TRANSPORTATION OF THINGS 


Funds in the amount of $6,000 are requested for this item in 1961. This 
represents an increase of $2,450 over the allocation for 1960. It is contemplateq 
that this amount will be needed to defray the costs of moving household goods 
of field employees who are transferred during the year 


COMMUNICATION SERVICES 


Funds in the amount of $77,700 are requested for communication services 
which represents an increase of $5,000 over the allocation for 1960. This repre- 
sents the additional cost of telephone, telegraph, and postal services which wil] 
be required in 1961. 

RENTS AND UTILITY SERVICES 

Funds in the amount of $46,600 are requested for fiscal year 1961, which 
represents an increase of $8,000 over the allocation for 1960. Of this increase 
$5,000 will be required to pay for additional space needed in field offices ag q 
result of the increase of 68 positions, and the remaining $3,000 will be required 
to pay the additional cost of IBM machine rental. 

PRINTING AND REPRODUCTION 

Funds in the amount of $35,000 are requested for the printing of the Com- 
mission’s volume of decisions, statutes, court briefs and miscellaneous adminis- 
trative printing. This represents an increase of $5,000 over the allotment for 
fiscal year 1960 and is based on the rising costs of printing and the rising number 
of appeal briefs. 

OTHER CONTRACTUAL SERVICES 


This account includes all contractual services not otherwise classified, as 
follows : 














Allotment, | Requested, Increase, 
fiscal year | fiscal year | fiscal year 
1960 ' 1961 x 1961 
as —— a = 7 ~e ' = “' = =| 
Building repairs and alterations..._..---- | $14, 800 | $16, 800 $2. 000 
Stenographic reporting service - ---- oa | 18, 000 | 22, 000 4,000 
Loyalty investigations (Civil Serv ice Commission | 700 | 700 Pim 
Tests (Food and Drug Administration) _. / 2, 000 | 2, 000 
Corporate statistics (BOASI)__-_. | 3.000 | 3, 000 ns 
First-aid services, New York and Kansas C ity offices | 500 j 500 |__- 
Witness fees: | 
Litigation__.__ ee ; 4, 000 5, 000 1,000 
Medical ---- ibisintinaiiicaiginn ; 2, 000 4, 500 2, 500 
Purchase of exhibits and testing... idlihietas | 40, 000 60, 000 20. 000 
Preparation of digest of Commission decisions... San ewe hheensrenss—nel 20, 000 20. 000 
Employee health programs. -- Seca | : | 50, 000 50, 000 
Employee insurance - - | 21, 300 | 22, 800 1, 500 
TOUR ...0.<< 106, 300 | 207, 300 101, 000 


| | 


Details concerning the requested increase of $20,000 for clinical testing will 
be found in the justification for the Division of Scientific Opinions, Bureau of 
Investigation. Details of the $20,000 for the digest of Commission decisions are 
discussed in the justification under the Office of the General Counsel. 

Public Law 86-377, the Federal Employees Health Benefits Act of 1959 provides 
that the Government will share the cost with the employees of providing health 
benefit plans for the protection of the employee. This act becomes effective on 


July 1, 1960. The cost of this program is estimated at $50,000 in fiscal year 1961. 


SUPPLIES AND MATERIALS 


Funds in the amount of $80,000 are requested for supplies and materials 
representing an increase of $20,000 over the allocation for 1960. This is the 
estimated increased cost based upon the sharp increase in costs of paper and 
supplies, new employees requested in field offices, and the enforcement of the 
Textile Fiber Products Identification Act. 
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Included in this request is the cost of the annual library order for subscrip- 
tions and publications amounting to approximately $13,000 which is no increase 
over the actual cost for 1960. 

EQUIPMENT 


Funds in the amount of $51,000 are requested for new equipment in the fiseal 
year 1961. ‘This represents an increase of $28,000 over the allocation for 1960. 
The $51,000 consists of the following items: 


farniture for new employees_.__.____---...~---_ cance eee eee $18, 000 
Typewriters : 
Sues GEMOITION RO Foes shh ee ch al bao teh ab tease ae 8, 000 
CRIES DUNO CRD A CU ia lite ans ite ee een Races 11, 500 
Caleulators : 

I sen on sitll eros dete agen cnn ale Gar tscteaap ela estbiagecee tone eee iain at eee oe 2, 400 
MNT, CID ps ttt ier ins eich LL ib blade 1,6 
mee MMC = DIG 4B) ics pase ws ece eee soca eens 3 sindbis abide 500 
nO RRORA PUN RGRID: SIE OU i dss tala cs ety eltatigiareimiegtakactiperipip doit 4, 000 
Laboratory equipment: Additional for enforcement of Fabrics Act______- 5, 000 


Typewriters over 12 years old will be traded in on 30 new electric typewriters. 
The calculators and adding machines requested represent a modest program of 
replacement of obsolete machines which are over 20 years old and purchase of 
additional new equipment for new employees. 

The addressing machine to be replaced is over 15 years old and in need of 
major repairs, 

GRANTS, SUBSIDIES, AND CONTRIBUTIONS 


Funds in the amount of $409,000 are requested for the agency’s share of em- 
ployee retirement costs during the fiscal year 1961. This represents an increase 
of $34,000 which is based upon the increase requested for personal services. 


Mr. Tuomas. Your witness fees go up from $4,000 to $5,000. Your 
medical goes from $2,000 to $4,500. What is that? 

Mr. GLENDENING. That is the cost of medical witnesses whom we 
require for study and testimony purposes in connection with the cases 
involving drugs and medicines. 

Those men are paid a professional rate called witness fees, but they 
are paid at a professional rate. The Commission has set it at $25 
a day. 

Mr. Tuomas. Your investigation fees for the Civil Service Com- 
mission is only $700 a year. What is the turnover in the Commis- 
sion ¢ 

Mr. GLenpENING. It is pretty high, but we have no sensitive posi- 
tions, as such, 

Mr. Tuomas. What does it average? Does it average 15 percent 
or 16 percent ¢ 

Mr. GLeNDENING. Approximately. 

Mr. Tuomas. Which is it? 15 or 16 percent? 

Mr. GLENDENING. I do not know. 

Mr. Kinrner. I would suggest it would be nearer to 10 percent. 

Mr. Troomas. My guess is that that would be high, too. 

Mr. Bancock. It is higher than it was. 

Mr. THoomas. How many vacancies do you have on the rolls now as 
of January 1? 

Mr. Gienventna. As of the present time we have only about five 
vacancies, 

Mr. Bascock. I guess we have lost at least 15 and probably more 


) tramed attorneys in the last 8 months. 


| 
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Mr. Tuomas. How are you going to spend $60,000 on the purchase 
of exhibits and testing? W hat are you going to purchase ¢ 

Mr. GLENDENING. Practically ever ything there is for clinic al testing 
of drugs and medicines. The purchase of exhibits is only incidental 

Mr. Tuomas. Who does that for you? Food and Drug? 

Mr. Gienventne. No, sir; they do some, but most of it is done by 
private laboratories, if we can get them to do it. 

Mr. Tuomas. Your health program is $50,000. How did you ar- 
rive at that figure of $50,000? 

Mr. GLENDENING. I took the average individual cost that the Bu. 
reau of the Budget estimated and I looked over the hospitalization 
contracts that employees now have, and arrived at $50,00 as our portion 
of the cost of the health program. 

Mr. Tuomas. Your supplies and material inc neato $20,000. Now 
for furniture you have $18,000; typewriters, $8,000; calculators, 
$2,400. 

You state that typewriters over 12 years old will be traded in on 30 
new electric typewriters. 

Further down you state that funds in the amount of $409,000 are 
requested for the agency’s share of employee retirement costs- 





EQUIPMENT 


Mr. Jonas. Will you yield right there, Mr. Chairman ? 

Mr. Tuomas. Yes. 

Mr. Jonas. General Services has warehouses running over with fur- 
niture and typewriters which you could get. 

Mr. GLENDENING. No, sir. 

Mr. Jonas. You mean you made an effort and they have none ? 

Mr. GLENDENING. They have no used typewriters that are service- 
able. 

Mr. Jonas. I am surprised. I had understood they had a wide 
variety of surplus equipment, including typewriters. 

Mr. GLENDENING. We get the surplus equipment lists all the time, 
and there is no such thing : any more. 

Mr. Jonas. How about the military? Do they not have surpluses 
of these items? 

Mr. GLENDENING. If they do, it is not listed. 

Mr. Tuomas. Well, I know they have paint shops in two or three of 
those warehouses, and when they get through with a job it is a bangup 
job of rehabilitating furniture. You cannot tell it from brand new 
furniture. 

Mr. Jonas. Did we not give GSA a lot of money to repair furniture! 
I thought they had a regular furniture-reworking system. 

Mr. GLenveNtna. We bought a number of their repaired and refin- 
ished desks. 

SUPERGRADES 


Mr. Tuomas. Now, how many supergrades do you have? Whatis 
the status of that? 

Mr. GienpentnG. About 10. 

Mr. Troomas. Did you get an increase out of the last go-around! 

Mr. Kintner. Yes. 
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Mr. Tuomas. How many did you get? 

Mr. Kintner. As I remember, we got five. We doubled our super- 

rades. 

Mr. GLENDENING. That was on just a recent appeal we made. It 
was no general go-around. We received nothing from that, but we 
made an appeal | about 4 months ago. 

Mr. Kinrner. We fared very badly on that. 

Mr. GLENDENING. On reconsideration of this we got live. 

Mr. Bascock. I think we had six originally and we got five more. 
Mr. Kintner. They were very fair to us on this last appeal that 
we made. 

Mr. Tuomas. How many grades 16, 17, and 18 do you have? 

Mr. Guenpentnc. We have one grade 18 

Mr. Kinrner. Two grade 17. 

Mr. GLENDENING. Two grade 17 and the balance are grade 16. 
Mr. Tuomas. How many grade 15 do you have? I think you had 
7l grade 15. 

Mr. Kintner. We need those grade 15 to hold the experienced 
personnel, experienced lawyers. 

Mr. Tuomas. There is no question about that. You had dropped off 
some of the grade 15 for your 16 and 17, had you not? 

Mr. Kintner. Yes. 


JURISDICTION OF FOOD AND DRUG ADMINISTRATION 


Mr. Botanp. Is there much overlapping between the Commission 
and the Food and Drug Administration and the Federal Communica- 
tions Commission with respect to the duties that all of them perform 
in their particular fields? 

Mr. Kinrner. Well, with respect to the Food and Drug Admin- 
istration, they handle the labeling and we handle the advertising. 
There is some overlap, in that false representation, for example, may 
be made both on the label and in the advertising, but we have an 
understanding with them, or a liaison, and this has worked it out, 
so there has been no duplication, that I am aware of, in recent years. 


LIAISON WITH FEDERAL COMMUNICATIONS COMMISSION 


With the Federal Communications Commission, we also have liaison. 
We police the advertising and generally they are concerned with 
the licensing and the programing. 

Mr. Botanp. Do they not monitor some of the TV shows and adver- 
tising ? 

Mr. Kintner. I am not aware of any. 

Mr. Tarr. It is an engineering type of monitoring. 

Mr. Parris. In connection with the renewals, I think they con- 
sider something about what has been on the program, but they cannot 
stop a specific thing. 

Mr. Krnrner. When we take action, we issue a complaint or an 
order. We advise the Federal Communications Commission of that, 
if it involves broadcasting, and in connection with these payola inves- 
tigations we have advised them of the names of the diskjockeys in- 
volved and the radio and television stations involved, in our cases, 
when we once issue a complaint. 
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Mr. Botanp. But there is close liaison ? 

or. Kintner. Yes. We try to avoid duplication in these various 
area 

W ‘ith the Department of Agriculture, in the packers, repacker area. 
we have a close underst: anding and liaison, just as we do with the 
Department of Justice, where we have concur rent jurisdication, and the 
Post Office also, where we also have liaison. 

They handle mail frauds and we handle pri actices which also may 
border on the fraudulent in the deceptive practice field. 

Mr. Botanp. That is all; thank you. 

Mr. Tuomas. Mr. Jonas. 


ADDITIONAL FISCAL EMPLOYEES 


Mr. Jonas. Mr. Glendening, it looks as if you could cut down a few 
employees in your Department. Your work is not increasing; ig it? 
Mr. GLENDENING. The fiscal work is increasing by leaps and bounds, 

Mr. Jonas. How is that? 

Mr. GLENDENING. Because, first of all, the more employees we have 
the more travel vouchers are required to be filed and the more purchase 
vouchers. States are continually signing up with the Treasury De- 
partment for withholding taxes. We have, I think, four separate 
withholding-tax States at the moment, where we have employees who 
have withholding taxes that have to be kept separate. With the new 
health program coming in it will require at least one and possibly two 
more payroll clerks for handling that. They tell me that there are 
liable to be as many as 140 different costs because of the different costs 
of programs throughout the country. There are some 30 States nego- 
tiating with the Treasury now for the withholding of State taxes and, 
as they are cleared and we have employees in those areas, each one of 
those take more and more time to make the deductions in the payrolls, 
make out the State reports, file the reports to the various States, and 
so forth. It creates additional work. 

Mr. Jonas. Well, can these people not handle more work as they 
gain experience? 

Mr. GLENDENING. Well, there is a limit to the volume that a certain 
number of people can handle, and as the volume goes up we need more 
people. 

Mr. Jonas. I can see where you need to expand, in several of these 
bureaus, such as Investigations, but I had the idea that with increased 
efficiency you would be able to handle a bigger workload. 

Mr. Grenvenine. I think we have done very well in the past few 
years to handle them with the people that we have. 

Mr. Jonas. You had four up in 1960 and you want to go up four 
more in 1961. 

Mr. GLENDENING. Yes,sir. I did not goup four in 1960. 

Mr. Jonas. 52.8 in 1956. 

Mr. GienpveENING. Well, I actually had the positions—those were 
vacancies that occurred during the year. 


SALE OF QUARTERLY FINANCIAL REPORTS 


Mr. Jonas. How much money do you get from the sale of corporate 
statistics ? 
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Mr. GLENDENING. We do not get any. It goes to the Superinten- 
dent of Documents. 

Mr. Jonas. How much do you recover on that ? 

Mr. GLENDENING. I would say offhand between $10,000 and $12,000 
ayear. ‘The subscription list fluctuates back and forth and my best 
estimate would be around $10,000 to $12,000 a year. 

Mr. Jonas. That innovation turned out to be profitable ? 

Mr. GLENDENING. Well, to that extent; yes sir. 

Mr. Jonas. It does not pay for itself; does it? 

Mr. GLENDENING. No, sir. The sale is incidental to the basic use. 


CORPORATIONS IN REPORTING SAMPLE 


Mr. Jonas. Do you still receive a lot of complaints from these small 
manufacturing concerns about these voluminous reports they have to 
make ¢ 

Mr. GLENDENING. Not anywhere near like we did for a while. Most 
of the complaints are on the changeover of the sample. Occasionally 
the first time a new company is requested to file a report we get letters 
of “How come?” and we answer them and usually it is handled in that 
way. 

Mr. Jonas. You have a revolving group of corporations ? 

Mr. Bancock. We change them. 

Mr. GLENDENING. A certain portion of the sample is changed every 
quarter. 

Mr. Jonas. I did not mean that. I mean the people you require 
these reports of—how often do you call on one, say in X corporation ? 

Mr. GLENDENING. Certain ones. 

Mr. Jonas. You do not hit the same manufacturers every year ? 

Mr. GLENDENING. On certain ones we do, because they are in what 
iscalled the hundred percent sample. 

Mr. Jonas. You hit 8,000 in all? 

Mr. GLenpENING. Yes, sir; but certain of those are corporations 
with $10 million or more of assets, and in that area they are in what 
is called the 100 percent sample. 


INDEX OF COMMISSION DECISIONS 


Mr. Jonas. What about this $20,000 you want to spend to index 
your reports ¢ 

Mr. GLenpvENtNG. That is for the indexing, topical indexing of the 
Commission’s decisions. 

Mr. Jonas. Do precedents play much part in your decisions now 4 

Mr. Krnrner. Yes. 

Mr. Jonas. How can that be? Because you never have similar facts. 

Mr. Kinrner. Our cases go to the courts, and there are a great 
many court decisions that afford excellent precedents. 

Mr. Jonas. Yes, but you have indexes of all court decisions, and you 
want to index your own decisions. 

Mr. Kinrner. Yes; and the business community uses those reports 
quite extensively to determine similar facts. 

Mr. Jonas. Yes, but if the business community finds that those re- 
ports are helpful it looks to me as if some lawbook publisher would 
be glad to get out an index. 
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Mr. Krintner. We have explored that and we have not been able 
to find a lawbook indexer or a lawbook publisher who feels that this 
would be an economically feasible job. Ours is a relatively smal] 
agency and the bar that uses these reports is a specialized bar, largely, 

Mr. Jonas. Do you plan to sell those indexes, make them available 
to the industry? Are you going to make them av: ailable to industry 
or is it just for the use of the C ommission 4 

Mr. Kintrner. No. The thought is that it be made available to the 
attorneys that practice before the agency. 

Mr. Guenpentna. The Superinte ndent of Documents stocks them 
for sale for anybody that wants them. We could not sell them direct, 

Mr. Krinrner. There is an indext in each one of these volumes but 
no overall index. Our own attorneys need an index. We find that we 
have a situation where a younger attorney has to go to an older one 
to see if he can remember where a particular case is located, and that 
is an inefficient way of doing it. 

Mr. Secrest. I am told by some of our attorneys with whom I have 
discussed this that it would be invaluable to them because, assuming 
that 10 percent of our cases are appealed, those 10 percent you can 
find, but its the other 90 percent that are decided at the Commission 
level, and we are the court of last resort, as far as those cases are 
concerned. 

Mr. Jonas. Of course, this would be a continuing expense and it 
would not be worth doing unless you can keep it current, would it? 

Mr. Kintner. Yes, but once we get an index, we think the expense 
of penning it would be very small. There are about 50 new cases 
each ye: 

Mr. em: Do you want to contract that out, this indexing job! 

Mr. Bascock. We were thinking about paying an expert to come in 
and set up the projec t, and then we were going to do it ourselves. 

Mr. Secrest. The advantage would be to our own attorneys, be 

cause, in the cases that do not go up to the higher courts they are just 
as binding on our staff when the Commission decides them as if they 
went on up. 

Mr. Jonas. How many people would work on it. I am just wonder- 
ing if it would not pay you to assign just one attorney to do this 
work, and let him keep it up to date? 

Mr. Bancock. We were thinking of possibly two instead of one. 

Mr. Kintner. We need to have it set up by a profession: al, we think, 
experienced in indexing, to get the pattern, and then we think the bulk 
of the work can be done by our own people and the index maintained, 
after it is once published. 

Mr. Jonas. That is all I have, Mr. Chairman. 

Mr. Tuomas. We thank you very much. It is always nice to visit 
with you. Come back and see us again. 





JER 
wi 
JOH 


CAE 
C. 
RUS 


TH 


~~ 
cia tee 








le 
is 


il] 


le 


Se 


3S 


ist 
ey 


er- 
his 


nk, 
lk 
ed, 


a ee SCOT 


191 


January 25, 1960. 
FEDERAL POWER COMMISSION 


WITNESSES 


JEROME K. KUYKENDALL, CHAIRMAN 

WILLIAM R. CONNOLE, COMMISSIONER 

JOHN B. HUSSEY, COMMISSIONER 

HARRY J. TRAINOR, EXECUTIVE DIRECTOR 

FRANCIS L. ADAMS, CHIEF, BUREAU OF POWER 

WILLARD W. GATCHELL, GENERAL COUNSEL 

CARL T. KALLINA, CHIEF, BUREAU OF RATES AND GAS CERTIFI- 
CATES 

RUSSELL C. RAINWATER, CHIEF ACCOUNTANT 

J, KAY LINDSAY, DIRECTOR OF ADMINISTRATION 

THOMAS F. CASHELL, CHIEF, DIVISION OF BUDGET AND FINANCE 


SALARIES AND EXPENSES 


Program and financing 
i 


| 1959 actual 


1960 estimate | 1961 estimate 





Program by activities | 
Non-Federal hydroelectric — 5 : .| $1, 437,566 | $1, 488, 300 | $1, 671, 100 





1. 
© maectric power industry ; «..-.... ..4..5-- 62-225 cesses | 1, 125, 345 1, 094, 600 } 1, 006, 100 
3. Natural gas industry- ; Seakiciols intel 3, 305, 891 3, 685. 400 | 4, 075, 400 
4. Federal river deve lopme nt projects. ne 344, 442 | 354, 200 $54, 200 
5. International Joint Commission..............---- “I 25, 809 | 14, 300 15, 300 
6. Administration eoeee Le 567, 550 | 581, 200 582, 900 
7. 1959 program obligated in 1958... Lcebhad tndigghdadeat AD BAB, | cg cpm ivy enna calpinnciiinaieal bak 
nes IA Ss on io ike Mink bbedne aw adcckbe } 6, 764, 358 | 7, 218, 000 | 7, 795, 000 

Financing : | | | 

1959 appropri: ation available in 1958___....-.-....------- | TRANG ids ccdddiduwe tls abel 
Unobligated balance no longer available------.-......---- } 125, 897 o le ae ak 
Appropriation (new obligational authority) -......-...--- | 6, 932, 500 | 7, 218, 000 | 7, 795, 000 


51632—60 -13 
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Object classification 





ee 
1960 estimate} 1961 estimate 


1959 actual 





| 
| 





Total number of permanent positions_._............----.-----. 844 | 850 | 935 
Full-time equivalent of all other positions.._...........------ ll ee 
Average number of all employees---.-.......--.---..--- adhe 781 834 “O10 
Number of employees at end of year_.......---..-.----------- 871 840 | 925 
Average GS grade and salary_-.------- jie Nispnaaenap ie aaciee-hanoanl | 8 6 87,07 078 | 8 8.7 $7, 202 | 8.6 $7, 089 
01 Personal services: | 
Permanent positions---__-  salvbnhaias aaiedindmdhs $5, 625, 138 5, 993, 860 $6, 449, 234 
Positions other than permanent... ale airtel Aston dino gel 38, 643 | 20, 002 foc ¥ 
Other personal services -_.-..--...-.-- on aaa Oe | 34, 964 M4, 448 23, 766 
Total personal services........-------+-------+------ | 5, 698, 745 | 6, 068, 000 6, 473, 000 
Sie 4 Se eee eee 326, 347 | 375, 000 445, 000 
68 Transportation of things....................-.--.-..-....-] 4, 972 | 3, 800 3,800 
O46 Cammmiontion eerviess............<.«-<<-+.-.~-.<.-s-..-} 73, 387 74, 000 76. 700 
05 Rents and utility services.............-.-.----- — enim 26, 661 | 25, 200 25, 200 
eG eae | 89, 033 | 88, 700 93, 500 
07 Other contractual services _-......-..-----.----- ° 57, 259 55, 900 112, 100 
Services performed by other agencies jenhchp ae &s 2, 300 | 2, 800 3, 800 
OE ID icncsctcnnecentescecccn- Gasnm 74,977 | 73, 600 | 73, 800 
Demet... 2. - 252 ---- peareaviie 85, 524 | 53, 000 | 65, 100 
11 Grants, subsidies, and contributions.._---....--- neds 362, 844 | 394, 000 | 419, 000 
13 Refunds, awards, and indemnities-- erbpne ane 3, 580 3,000 | 3, 000 
yy ED CE Is oo ncceceedcicneecusscesece ieee 974 1,000 | 1,000 
1959 program obligated in 1958. .......-...-..-----..-..----..- OL DED bevccs soendomsnincntaeeee 
icici tiinlatetariemeniniiimneetemainlel 6, 764, 358 7, 218, 000 | 7,795, 000 








Mr. Tuomas. Gentlemen, will the committee please come to order 
We have with us this morning the Federal Power Commission. It is 
one of the finest regulatory agencies of the Government. 

We are glad to see so many of our old friends again, the Chairman, 
Mr. Kuykendall, Commissioner C onnole, Commisioner Hussey. 
Where is our other partner? Is he sick this morning? : 

Mr. KuyKeNDALL. Commissioner Stueck is a member of the Out- 
door Recreation and Resources Commission. That is pretty close to 
the name of it. It is surveying all of the recreational resources of 
the country. He is at that meeting this morning. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Tuomas. Tell him hello, and we miss him. 

We have with us Mr. Trainor, Executive Director; Mr. Adams, 
Chief, Bureau of Power; our old partner, Judge Gatchell, one of the 
able lawyers of the country; Mr. Kallina, C hief, Bureau of Rates and 
Gas Certificates. How are you, Mr. Rainwater? 

Mr. Ratnwater. Very good, sir. 

Mr. Tuomas. Mr. Rainwater is Chief Accountant. We have with 
us Mr. Lindsay, Director of Administration; and Mr. Cashell, Chief, 
Division of Budget and Finance. 

Gentlemen, you know our able and genial colleague, Mr. Jonas of 
North Carolina. 

Mr. Chairman, do you or any of the Commisioners or any of the 
staff have a statement for us? We would be delighted to hear it. 

Mr. KuyKenpaui. I have a short statement. if I may, I would 
like to particularly call attention to Commissioner Hussey’s presence. 

Mr. Hussey has been on the Commission since June of 1958, but he 
was ill when we had our hearing last year. This is actually the first 
hearing he has attended. Harry Traimor is our new Executive Di- 
rector who took Mr. Domer’s place. He retired. 
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Mr. Tuomas. Thank you, sir. 
Mr. Tuomas. You may proceed, Mr. Chairman. 


GENERAL STATEMENT 


Mr. KuyKenpatu. Mr. Chairman and members of the committee, 
the Commission’s 1961 budget totals $7,795,000, which is $577,000 more 
than the 1960 appropriation of $7,218,000. This increase would pro- 
vide an additional 85 positions or about 69 man-years, plus travel 
funds, primarily for the new employees, and funds for other objects of 
expenditure consistent with the increased staff. Roughly 70 percent of 
the increase is for natural gas work and is due primarily to the con- 
tinued accumulation of natural gas rate cases. The remaining 30 

rcent is for licensed hydroelectric project work. 

It is the Commission’s plan to continue electric power industry work 
and Federal river development projects work at substantially the same 
minimal level as in 1960. Similarly, we propose no change in our 
International Joint Commission and administration activities. 

For non-Federal hydroelectric projects work the Commission esti- 
mates that it will need an increase of $182,800 over 1960 to provide an 
additional 23 positions. Half of these will be used on unlicensed 
project investigations. These investigations are necessary to determine 
the Commission’s jurisdiction over constructed hydroelectric projects 
that may be operating without valid Federal authority. Through the 
exercise of licensing authority, where required under the Federal 
Power Act, the Commission is able to secure the most comprehensive 
utilization of waterpower resources for the benefit of the general 
publie. 


INVESTIGATION OF UNLICENSED PROJECTS 


Mr. Tuomas. That stuck in my mind all night. How did 550 
projects get established without a license? Is it just an accumulation 
through the years ? 

Mr. KuyKENbDALL. Most of those 

Mr. Toomas. What is the exemption? Is it anything under 1,500? 

Mr. Kuyxenpatu. There is no absolute exemption. Most of those 
were built before the passage of the Federal Waterpower Act. 

Mr. Tuomas. Is that the way they got in? Is that figure right? 

Mr. Garcueti. No. There are really between 1,500 and 2,000. Five 
hundred of those are of more substantial size. 

Mr. THomas.. Over 1,500? 

Mr, Garcuety. Yes, sir. They were built mostly before the aet 
or before the famous New River case. 

Mr. Tuomas. When was the act, 1920 ? 

Mr. Garcnet. Yes, sir. 

Mr. Tuomas. That 50-year period has almost run out, has it not? 

Mr. Kcuykenpau. That is right. That makes it a very annoying 
problem. 

Mr. Apams. The greatest number of them are in the northeastern 
part of the country, through New England, the old waterpower part 
of the country—Maine, New Hampshire, Massachusetts. 

Mr. Tuomas. I know you can walk up and down a river and find 
one every couple or 3 miles. They were established before the act 
went into effect ? 
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Mr. Apams. Yes. <A lot of these were built before 1920, 

Mr. KuykenpaLi. We don’t say that all of those that we should 
investigate would have to be licensed, but that is what we should 
determine. 

Mr. Tuomas. What is your problem? 

Mr. Kvykenpauyt. Manpower. 

Mr. Tromas. Is it not a little more than that? The owner of the 
mill has been there for 40 years. What can you do about it? Does he 
act retroactive? Haven't you a lawsuit on your hands? 

Mr. Gatoueti. The act is retroactive. The fact they have been 
there for a hundred years does not exclude them. The trouble is Fed- 
eral jurisdiction over that part of the stream has not been established, 
That is how they have gotten away with it. 

Mr. Tuomas. If that stream is long and deep enough to float a log 
after a rain you have jurisdiction, do you not ? 

Mr. Gatcnuetyi. We found no jurisdiction in 60 percent of our cases, 
though. Mr. Chairman. 

Mr. THomas. How do you divest yourself in view of the act? 

Mr. Gatrcuety. We do not. 

Mr. Toomas. The act is not mandatory, is it ? 

Mr. Garcnety. The act is mandatory just like the River and Harbor 
Act. of 1899 requiring that any obstruction in a stream subject to Fed- 
eral jurisdiction should have Federal authority. The difficulty arises 
as to where the Federal jurisdiction will be. 

Mr. Tromas. What is the purpose of certificating or licensing these 
plants after they have been in operation 30 or 40 years? 

Mr. Gatcuet.. That is really the heart of the Power Act. The act 
was designed to insure comprehensive development. Many of these 
constructed plants are not best adapted to the development of the 
river. Operating without Federal authority they have put in an 
underdevelopment. They put it in at the wrong place. They have 
tied up those facilities so that nobody else can use then and it is only 
by going in and getting a Federal license that the Commission can 
there determine whether or not this stream can be better used by a 
larger development at that site. 

Mr. Trroomas. Does the act give the Commission authority to tell 
X, “Here is a plant that has been in operation 35 years and you are 
not running it right. You are not using the resources right. You have 
got to tear it down and move it.” 

Mr. Gatcueti. That prohibition was put in the River and Harbor 
Act of 1899. This act merely continues that prohibition but places 
the authority in the Federal Power Commission instead of the Seere- 
tary of the Army. 

Mr. Tromas. What is to be gained by going in and upsetting the 
applecart at this late date? 

Mr. Gatrcnueti. The Commission has not yet, and TI do not think that 
it should go into any place and say, “Tear out a particular project,” 
and where we have been most successful is in dealing with these 
projects as they grow old, need something done to them, either a new 
generating unit put in or something else. 

Mr. Tomas. Don’t the operators of the plant have sense enough 
to tend to their own business? Do they need the Federal Power Com- 
mission to tell them how to operate? 
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Mr. Gatcue.y. They have attended to their business in a way so as 
really to be of help in the use of those facilities. 

Mr. Tuomas. They have been paying their own way, have they 
not? The Federal Government has not been making any contribu- 
tiontothem. They are not on relief, are they ? 

Mr. Gatcue... No; they certainly are not. The whole plan of the 
Power Act is to secure comprehensive development. 

Mr. Tuomas. When we get to that part of the budget, let’s go into 
it. The justification gives it a light brushover with the left hand. 
It worried mea little bit. Excuse me for worrying you. 

Mr. Hussey. We discussed that in our meeting. As you know, the 
Federal Government gets income from these and we questioned as to 
whether or not if we put on these additional men whether or not the 
income we would get would actually pay for it. 

Mr. Tuomas. The justification is a little silent on that income this 
year. I spent 2 hours last night trying to find the income figure. 
We like to see it, but I didn’t find it. 

Mr. Apams. That is under existing licenses. 

Mr. Tuomas. Go ahead, Mr. Chairman. 

Mr. KuyKenpau. If I might add—or would you rather wait until 


we get to it? 

Mr. Tuomas. Yes; go ahead and finish your statement. I beg your 
pardon for interrupting. 

Mr. KvykenpDALL, Six new positions will be used on headwater 
benefit determinations which are required by the Federal Power Act. 
As you know, the cost of making such determinations is reimbursed 
by the non-Federal interests involved. The remaining six positions 
will be used on licensed project accounting work which is seriously in 
arrears. 

NATURAL GAS INDUSTRY WORK 


The Commission requests an increase of $390,000 for natural gas 
industry work, which will provide an additional 46 positions for rate 
work, 11 for certificate applications, and 5 for the enforcement of 
uniform accounting which also directly benefits our rate work. This 
increase is necessitated by the fact that our present staff simply can- 
not process this work as fast as new applications and filings are re- 
ceived. The Commission realizes full well that attaining a proper 
balance between receipts, completions, and carryover requires both 
staff additions and continued vigorous efforts to simplify our methods 
of doing the job. We have filed with the committee copies of a report 
of our progress in improving operations during fiscal year 1959. But 
despite these efforts, which are being intensified, the additional staff 
requested is essential in order to avoid further increasing the present 
large carryover of rate cases and to assist in reducing to a reasonable 
level the carryover of certificate applications. 


NEED FOR ADDITIONAL PERSONNEL 


We are not satisfied with our production record during the past 
year. Although much work has been done on uncompleted cases 
which is not yet reflected in the “cases completed” column, it is abso- 
lutely essential that our workload accumulation be brought down to 
more reasonable levels. We are convinced that this can be done over 
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a period of several years through a relatively modest staff inctéage 
and continued improvement in operating methods and procedures, 
You will recall that in recent years the Commission’s requests for 
staff increases have been limited S the difficulty of recruiting people 
ualified in the ue utility field. This picture has changed during 
the past year. Today we are staffed right up to the maximum per- 
mitted by our present funds. We are confident that we can recruit 
the additional employees needed for 1961. This conclusion is based 
upon actual recruitment now being conducted for people to enter on 
duty in July, subject to the availability of funds. Without this ad- 
ditional help we will fall further behind in discharging the responsi- 
bilities which have been placed upon us. 


NEED FOR ADDITIONAL SUPERGRADE POSITIONS 


The Federal Power Commission has one other problem which 
should be brought to the attention of this subcommittee because it di- 
rectly affects both staffing and production. That problem is the need 
for more supergrade positions than have been made available to us 
by the Civil Service Commission. 

Mr. Tuomas. Repeat that statement again. 

Mr. Kuyxkenba.u. That problem is the need for more supergrade 
positions than have been made available to us by the Civil Service 
Commission. 

I am submitting with this statement a list of the supergrade posi- 
tions we now have and the positions for which we need additional 
supergrades. 

Mr. Tuomas. I looked over your chart last night. You have one 
18, two 17’s, and about 4 or 516’s. That is it, is it not? 

Mr. Kuykenpatu. That is just about it. 

In summary, we now have 10 supergrade positions: 1 GS-18, 4 
GS-17’s, and 5 GS-16’s. We need 12 additional supergrade posi- 
tions; i.e., 4 GS-18’s, 1 GS-17, and 7 GS-16’s. These are minimum 
needs to provide for our large bureau and office heads and their top 
assistants. 

As you know, the staff is expected to deal on even terms with the 
well-qualified and well-paid legal, engineering and accounting staffs 
of the electric power and natural gas industries. The supergrades 
we seek are entirely consistent. with the heavy responsibilities borne 
by these key staff members. Of equal significance 1s the fact that the 
additional supergrades would permit a much-needed adjustment of 
grade structure for some of our subordinate technical positions. This 
directly affects our ability to attract and retain people of competence. 
Commissioners Kline, Stueck, Connole, and Hussey join me in seeking 
your assistance in obtaining the additional supergrade positions 
needed. ’ 

Weare ready to answer your questions. : 

Mr. Evins. Thank you, Mr. Chairman, for your fine statement. 


SCHEDULE OF SUPERGRADE POSITIONS 


Mr. KvyKxenpauu. Mr. Evins, may I give to the reporter the sched- 
ule of requested supergrade positions? Did you want that to go 
in the record? 
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Mr. Evins. You may leave it with the reporter, subject to including 
it in the record with the approval of the chairman. — I think probably 
it should be included. 

(The schedule referred to is as follows :) 


Listing of supergrade positions 


at emeeencieeevoreconemnens 
Grade recom-| Additional 
Position Present mendation | supergrade 
grade pending at space 
CSC needed 
a pecs eerie grace sverinne oases ede ania shea iaheee Si 
isan an anna omen conaeedenigiassrseramagemnt Ri peach askin 
al Ens dddendide bobnhnsddideanch aibhihldahion dna th @8-17... 5... GS-18_......| GS-18. 
IPOS COGUEO ON ne eo os.  wecaerannvegsbsancbedend GS-16....... GS-17...._._] @). 
NES ibs tatancndidihelcondichaseebttinbaeth thsnkgvddled GS-16_.....- GS8-17....... GS-17. 
eee coeneral Oneal (Rated)... oun) caceasd~nspbcespeeeus I es eas GS-16.......] (). 
Assistant General Counsel (Certificates). ......-...-.....------- GS8-15....... GS-16....... (1). 
Assistant General Counsel (Electric)......:-.....-- Ladies hoes inal GS8-15.......| GS-16_...... GS-16. 
ET CU on ona. a kiswcannncéencronntahescossequi GS-17......- GS-18....... GS-18. 
Sr Coeliee, SPTOOT OF POW. 6 oon. nnn nnnnnsoecasaseassa GE+18 i202... GB-17.2. 222 (1). 
Chief, Division of Licensed Projects _-_...............-..-.------ GS-15.......] GS~16_.._._. (). 
Se SEU NOED GE SROUOP TORNONG So no. ccc canwcncccccnencsacsncnae GS8-15.......| GS-16....._- GS-16 
Chief, Division of Electric Resources and Requirements. --.-__-_- GS-15_...___} GS-16_..._.- GS-16. 
Chief, Bureau of Rates and Gas Certificates. _.................. ge ae a SSE GS-18. 
Deputy Chief, Bureau of Rates and Gas Certificates._.__....__- GS8-16....... Eo (1). 
Assistant Chief (Gas Certificates), Bureau of Rates and Gas | GS-15_...__._| GS-16...____| @®. 
Certificates. : | Z 
Assistant Chief (Rate Investigations), Bureau of Rates and | GS-15_..__..| G@S-16__.____ GS-16 


Gas Certificates. 
Assistant Chief (Rate Filings and Design), Bureau of Rates | GS-15_..___. GS-16....... GS-16 
and Gas Certificates. 
Chief Accountant_.._- De cctehgar i hice Ate hlh nctas cabanas aeniaais GS-17....... GS-18......- GS-18 
Deputy Chief Accountant --.__....- meas FY Pek ede sane’. GS8-16_...._. | GS-17_..___. (). 
emnnniaes OF ROCCE nani? . iaciciccencdusamasecwieae GS-15_......| GS-16...___. (1). 
Chief, Division of Finance and Statistics..................--...- GS8+15....... | GS-16_.__- GS-16 
ees We PA COTITIOETMNOONDS conn. ce ale idccceadacececce GS-15....... Gg-16_...._- GS-16 








} No additional supergrade space needed since a present allocation can be used. 


SUMMARY—ADDITIONAL SUPERGRADE SPACES NEEDED 


Rit cnnbhintidt bah ddudnn tuning dumemindbeestaaheomesdanenshn biseguenaetye de papiguieake dish 4 
i Rinihea ride deacko iguanas aebs = alaantndeestedebaindg aeke ean oa dammniedansnhaioricaalerpaiale 1 
in tMine¢ +b. speuh omnddndhs diiabenh sa ehubivbhetobydéved~dh ec hbeldedueadtduleddddedseatiidh= 7 


Mr. Evins. Mr. Chairman, you have 10 supergrade positions now. 
Has the Civil Service Commission approved for your Commission the 
12 additional supergrades ¢ 

Mr. KuyKenpau. No. 

Mr. Tuomas. You said more supergrade positions than have been 
made available. Have they been made available ? 

Mr. Kuykenpauu. They have not. 

Mr. Evins. How many have you requested of the Commission ? 

Mr. Kuykenpaty. We have requested all that appear on this 
schedule. 

Mr. Linpsay. A total of about 19 in addition to what we now 
have. 

Mr. Evins. You have requested 19 additional supergrades and you 
are asking for funds for 12 additional supergrades? 

Mr. Linpsay. Yes, sir. 

Mr. Tuomas. That was short and to the point, Mr. Chairman. 

I want to commend the Commission on the way you handle busi- 
ness. We see a lot of agencies but practically everything you do is 
controversial. You have able accountants and lawyers. You deal 
with the property rights that run up into no telling how much money. 
Any figure you use might be too small. The power industry is run- 
ning three-quarters of a million dollars on suspension of rates alone. 
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You are dealing almost with appropriation figures when it comes to 
dollars and cents. 

I am glad I am not in your shoes. Your problems are many and a]] 
controversial. 

Mr. Evins. Will the chairman yield ? 

Mr. Tuomas. I think you do it as well as any human being could 
do it. 

Mr. Evins. The chairman asked for additional supergrades so that 
they may be on a better level and position to deal with heads of 
power and utility companies. Would an increased promotion put 
one in better position to deal with the utilities of the Nation? 

Mr. Kuyxenpa.t. I know I would not say a man, by virtue of get- 
ting a promotion, immediately increases his ability or intellectual 
capacity, but it would help us to keep the able people we do have 
and also to keep the people under them who might thereby be able to 
get a promotion when needed. 


INCREASE IN PERSONNEL 


Mr. Tomas. You are seeking in the neighborhood of an increase, 
as well as I remember, 91 employees ? 

Mr. Evins. Eighty-five positions. 

Mr. Tuomas. Is it 85 or 91? 

Mr. Linpsay. Eighty-five gross, seventy net. 

Mr. Tuomas. You use the term in there, “man-years.” Is that jobs 
or what? We do not know anything about man-years. We usually 
add 15 percent for man-years over jobs. How many actual positions? 

Mr. Linpsay. Mr. Chairman, that is a gross of 85 positions and we 
would expect to get a net of 70 positions—85 positions gross, taking 
the lapse out we would get about 70 net positions, or 70 man-years. 

Mr. Tuomas. What is the nature of these employees? What are 
their skills and their abilities? What is their background and train- 
ing? What are they going to do? Are they engineers, lawyers, 
accountants ? 

Mr. Trarnor. Of the 85 additional, sir? 

Mr. Tuomas. Yes. 

Mr. Tratnor. We have broken it down like this: 5 attorneys, 20 
engineers, 26 accountants and auditors, other technical, 2, clerical, 32, 
making a total of 85. 

Mr. Tuomas. How many specialties are there, engineers, lawyers, 
and accountants? 

Mr. Tratnor. Three. 

Mr. Toomas. How many lawyers? 

Mr. Trainor. Five. 

Mr. THomas. How many engineers? 

Mr. Trarnor. Twenty. 

Mr. THomas. How many accountants? 

Mr. Trarnor. Twenty-six. 

Mr. Tuomas. Do you intend to take these people and put them in 
the bottom of the grade and train them, or are you looking for trained 
people to start with ? 

Mr. Tratnor. We would do both, sir. Most would be at the starting 
grades. 
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SUPERGRADE POSITIONS 


Mr. Tuomas. I noticed your supergrades and frankly, I was a little 
bit surprised at your supergrades. 

Gentlemen of the Commission, if you will turn to your big chart over 
here. You have one 18, executive director. Your chief accountant is 
417, his assistant is a 16. The chief counsel is a 17 and his assistant 
jsal6. You have five field offices and they are all headed by 15’s. 

Chief of the Bureau of Power is a 17. His deputy is a 16. Head 
of the Gas Division is a 17 and his assistant is a 16. You have one 
18 and four 17’s? 

Mr. Linpsay. Yes, sir. 

Mr. Tuomas. How many 16’s do you have, four or five? 

Mr. Linpsay. Five. 

Mr. Tuomas. How long have you had these 17’s and 18’s and 16’s? 

Mr. Linpsay. We have gotten them one at a time, Mr. Chairman, 
over the course of the past 2 years. The last one reflected here was 
for Mr. Rainwater, a 17, which we got just prior to our hearing 1 
year ago. 

7 PERSONNEL IN ACCOUNTING DEPARTMENT 


Mr. Tuomas. I notice Mr. Rainwater has got a lot of people under 
him, too. What is the total employment in the Accounting Depart- 
ment ? 

Mr. Rainwater. Roughly about 106, I believe. 

Mr. Tuomas. There are a little more than that. 

Mr. Rainwater. 106 or 107. 

Mr. KuykKenDaA.t. 106. 

Mr. Ratnwater. I was looking at the block activities, total, shown 
in terms of man-years. 

Mr. Tuomas. Is that 136? You have a table that breaks it down. 

You have a table where you set it out and add it up. On this chart 
itis not added up. 

Mr. Casuety. It is shown on 110. 

Mr. Tuomas. It is not added up there. 

Thad a figure in mind of 136. Isthat wrong? 

Mr. Ratnwater. I think it is 107 for my immediate office. 

Mr. Tuomas. Does that include the 17 you have in San Francisco? 

Mr. Rarnwarer. Yes, sir. 


FIELD OFFICE PERSONNEL 


Mr. Tuomas. In your field offices you have five. They are usually 
with power. You have one setup in San Francisco where you have 19. 

Mr. Rarnwater. That is right. 

Mr. Tromas. Is that the only field office you have? 

Mr. Rainwater. That is the only field office we have. 

Mr. Tromas. Are they domiciled with the other office under Power 
in San Francisco or are they at separate locations? 

Mr. Rarnwarer. They are in the same building. 

Mr. Tuomas. Is it the Federal Building? 

Mr. Rarnwarter. The Customs House Building. 
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Mr. Tuomas. Why is it necessary for you to have a separate office in 

San Franci isco and you do not have any place else? Most of your 
activity is here in the District of Columbia. 

Mr. Rarnwarer. The main reason is we have had that office out 
there for our accountants working on licensed project work for about 

25 years. The reason has been that roughly half of our—or a little 
more than half of our projects are west of Fthe Mississippi and in order 
to handle the accounting work most expeditiously we felt it was neces: 
sary to do that. 

Mr. Tuomas. Your five regional offices for years have been con- 
cerned exclusively with power. 

Mr. Rarnwarer. No. Originally we had accountants in those offices 
when the offices were first set up. We found the most practicable 
arrangement in handling our field work was to handle our field work 
out of the Washington office for the area east of the Mississippi and 
then handle the field work for the projects in the western half of the 
country out of San Francisco. 

Our regional accountant does clear and is supervised by the Wash- 
ington office, of course, but it is mainly a proposition that we have 
very wide distances there between jobs. It would cost us a great deal 
more to try to handle it out of Washington than out of San Fr rancisco, 

Mr. KvuyKenpatu. We always have a limitation on our travel ex- 
pense, you know. 


INCREASE IN SUPERGRADE POSITIONS 


Mr. Tromas. As to supergrades, you want another 18. How many 
17’s do you want ? 

Mr. Linpsay. Four 18’s 

Mr. Tuomas. Detail them again. They are already in the record. 
Four 18’s, one 17, and seven 16’s; how many did you ask the Civil 
Service Commission for ? 

Mr. Linnsay. Those figures are the same as we have pending at 
Civil Service except we have asked them for another seven grade 16's, 
We do not consider those seven as high-priority as those we are re- 
questing here today. 

Mr. Tuomas. What did they tell you at the Civil Service Com- 
mission ? 

Off the record. 


(Discussion off the record.) 





RATE REDUCTIONS 


Mr. Evins. Would you supply for the record the number of rate 
reductions in the past 24 months granted by the Commission ? 

Mr. Kvyxenpaun. And the dollar amount involved? 

Mr. Evins. A list of them and the dollar amounts. 

Mr. KuyKenpau. Yes; we can do that. 

(Information requested follows :) 








xe 


“es 


iv ~. oF er cy 


DA OD mH 


\- 


| 


201 


Number of pipeline and independent producer suspension rate cases disposed of 
during calendar years 1958 and 1959 and amounts of dollars involved 


























PIPELINES 
a 
1958 1959 
Number | Amount per | Number] Amount per 
year year 

Disposed of during year_-_-..-.-..---.-------------- 7 $49, 581, 200 12 $55, 124, 500 

Allowed Slips iinhe ta ni nicink ce oo Rn ato lining rhe act 23, 850, 400 |.....----- 37, 532, 300 

eee... .os8s2 en 5e0- Gelder win dln pidion saibetinsenicinl 63146-3001 1i: 2... 14, 146, 100 

EE OE ee eee ae ol 18, 916, 700 so aatat ii ietiale 3, 446, 100 
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INDEPENDENT PRODUCERS 


CR 


Ee SEIN PON ie ino msinignennguaan 74 $2, 601, 624 | 188 $5, 854, 773 
Allowed.----. eascenttitiaincsetdsntinait pei ainlanin A si osadsiadeiatedian 1, 699, 617 |_..-- a 5, 086, 995 
Disallowed wlan hea atn C2. chia 246, 187 |_. cata 166, 547 
Withdrawn. a ee cae a a ae 745, 820 | ee 601, 231 





UNFILLED JOBS 


Mr. Tuomas. How many unfilled jobs did you have as of January 1 
over at the Commission ¢ 

Mr. KuykenpDauu. We are staffed right up. 

Mr. Tratnor. We have none, sir. Actually, we are spending right 
up to the limit. When we project our present payroll rate we come 
out less than even. 


RATE OF TURNOVER OF PERSONNEL 


Mr. Tomas. What is your annual turnover in your grades, say 
from 11 through 15, and how many do you have from 11 through 15 in 
the Commission? They are your technical people. They are your 
lawyers or accountants or your experts in power or your experts in gas. 
Do you have an approximate figure? 

Mr. Linpsay. I would rather get the facts and submit them to the 
committee. 

Mr. Tuomas. What is your turnover in that type of personnel on 
anannual basis? Would you hazard a guess and give us an accurate 
figure for the record at this point ? 

Mr. Tratnor. I think we had better compute the figures, sir. It 
would be a poor guess. 

Mr. Linpsay. My best guess would be around 10 percent. 

(Information requested follows :) 

Turnover rate was 9.4 percent for fiscal year 1959 for grades GS-11 through 
GS-15. 

Mr. Tuomas. Are you having a problem of keeping your technical 
people at grades 12 and 13? 

Mr. Katina. I would answer that and say “Yes.” 

Mr. Tuomas. What has been your experience in your Bureau? 

Mr. Karina. In the 11, 12, and 13 we are losing them because we 
have no latitude to move them up when they have reached a certain 
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level. When they do work comparable to that of someone else, we 
have no place to move them higher. 

Mr. Tuomas. That is the reason you lose them ? 

Mr. Katrina. That is right. 


NEED FOR SUPERGRADE POSITIONS 


Mr. Ruopes. Is it customary and proper for us to fund supergrade 
positions before they are allotted by the Civil Service Commission? 

Mr. Tuomas. It is the duty of this committee to look into the work- 
ing of the personnel division. The supergrades are an integral part 
of the appropriating process. The agencies must have the type of 
personnel and the money to pay the personnel they need, and to retain 
that personnel. 

Mr. Botanp. I think that is true, too. Every time there is a dis- 
cussion of supergrades they get a look at the general overall number 
and not specifically at each agency to determine what job is a super- 
grade. Weshould have some ‘authori ity. 

Mr. Tuomas. We deal with this 6 d: ays a week. The Civil Service 
Commission looks at it once every 5 years. The activities of the Fed- 
eral Power Commission have to be dealt with every day. If they are 
not properly staffed they will not carry out their function. 

I have always believ ed in paying your people. You have to have 
people of matching wits in dealing with top-grade people. You will 
not get those people unless you pay them. You cannot expect a good, 
bright young man struggling at 13 when he knows he should be a 15 or 
16 and has no possibility ‘of getting it. You cannot expect him to stay, 
He owes a responsibility to himself and his family regardless of his 
dedication to public duty. After all, he cannot live on air. 

Gentlemen, what about some general questions here? There isa lot 
of interest in the Federal Power Commission and their activities. 

Mr. Boland, have you general questions at this time? 

Mr. Bouanp. I have no aanet questions. 


GROWTH OF FEDERAL POWER COMMISSION 


Mr. Jonas. I will ask the chairman of the committee if he thinks it 
would be appropriate to put in the record at this point how substan- 
tially the Federal Power Commission has grown in the last 10 years. 

[ notice, for example, in 1951 you operated on an appropriation of 
$4,365,000. In 1960 it is up to $7,218,000. For 1961, which would be 
a full 10 years of operations from the opening figure, you are asking 
$7,795,000. 

The Government grows just as the country grows; does it not? 

Mr. Tuomas. During that period we had the famous Ph//Jips case, 
also, which dropped 3,000 gas producers in their lap over whom they 
had no jurisdiction previously. Fifty percent of your personnel 1s 
engaged in that one activity. 

I guess we can put that in the record by divisions. Your point is 
well taken. 

Mr. Jonas. It gives us a bird’s-eye picture of the way the work has 
developed and the way the Commission has expanded during the 10 
years. 

(The information referred to follows :) 
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Mr. Kuykenpau. Our workload figures will show our work has jn- 
creased way beyond our personnel. 


INCREASE IN PERSONNEL SINCE 1951 


Mr. Jonas. Sometimes members of the press, sometimes ordinary 
taxpayers, of whom we have a substantial number in this country, 
wonder why government continues to grow. It is almost impossible 
to take the record to every street corner and explain why the Federal 
Power Commission, for example, over a period of 10 years has had its 
budget increased pretty nearly 100 percent. 

Mr. Trainor. You may want the number of personnel because 
there have been so many increased costs. 

Mr. Jonas. If you want to supply the table that is all right. I was 
reading this out of the committee print and used the figures from 195] 
to 1961. 

I have here before me the figures with respect to the appropriations 
in each of those years but I do not have total number of employees. 

Mr. Tuomas. Let me read it into the record following Mr. Jonas’ 
suggestion here. You take the amount of Federal hydroelectric proj- 
ects for the year 1959. You had 161 jobs then. In 1960 you had 167, 
This year you want to go up to 186. 

The electric ieee industry in 1959 shows 130 jobs. That was eut 
back to 127 or 128 in 1960. They keep it at that figure of 128 for 
1961. 


NATURAL GAS INDUSTRY DIVISION 


As to the natural gas industry it is 390 in 1959. 

When was the Phillips Act? 

Mr. Kuykenpbaty. June of 1954 

Mr. Tuomas. How many people did you have in the Natural Gas 
Division in 1953? 

Mr. KuyKkenbatt. Fiscal 1953 4 

Mr. THomas. Yes. Our figures do not go beyond 1959 here. 

Mr. Linpsay. It is difficult because our organizational structure 
was different then, Mr. Chairman. Our combined staff in what is now 
the office of the chief accountant and our Bureau of Rates and Gas 
was then 247. 

Mr. Gatcuet. I can give you some figures right on that period. 
During the period from June 7, 1954, when the PA7//ips case was de- 
cided, up to December 31, 1959, the Commission had received 42,462 

rate filings by ‘independe nt producers, and it had to act on all of 
those carrying increases within 30 days of the time of filing. 

During that period they had 12,339 certificate filings. lt disposed 
of 9,700 certificate filings during that period. 

None of that work on independent producers had come before the 
Commission prior to June of 1954. Within that period that is the 
number of cases that the Commission has been faced with, over and 
above the certificate and rate work it had on pipeline companies 
prior thereto. 

Mr. Tuomas. Judge, that is fine and that is very useful information, 
but here is exactly what I asked for. 

You had 227 employees in all aspects of the gas industry in 1953. 


Then the Phillips case was passed on by the Supreme Court, so by 
1959 that 227 figure had grown, by virtue of that 1 decision, to 390. 
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In 1960 it had grown to 435, and with a 2-year backlog pending 
today you are trying to get that number increased by 50 more em- 
ployees, which will give you 485. | 

You didn’t enact the Phillips case, did you ? 

Mr. KuyKenpDALL. No, the Supreme Court did that. 

Mr. Tuomas. So for all practical purposes, since the enactment of 
that case, your personnel in that one division has increased 80 percent, 
and as of today your backlog in that division is 2 years deep. Is 
that correct ¢ 

Mr. KuykenpaA.L. It is no less than 2 years deep. I can say that 
for certain. 

Mr. Tuomas. Off the record. 

(Discussion held off the record. ) 

Mr. Jonas. Of course, the table in the bill to which I referred shows 
that the substantial increases have occurred since 1956 in your appro- 
priations. You went up that ont for example, $600,000. Then you 
went up $300,000 the next year, $800,000 the next year, $900,000 in 
1959, and $300,000 in 1960, so you had substantial increases every year 
since 1956. 

Mr. Tuomas. Doll: urwise one division of the Commission, namely 
the natural gas industry, is seeking this year $4,075,400 which is more 
than 50 percent of your total budget, is it not 7 

Mr. Jonas. More than the total budget of 1951. 

Mr. Tuomas. And this is in only one division. 

Your backlog is still 2 years, and by this increase in personnel in 
another 2 years you will expect to have a continuing backlog of 2: 
percent of your filings. Is that correct? 

Mr. Kuykenpatn. We would be very fortunate if it is no larger 
than that. We would be very successful. 

Mr. Tomas. It isa long time for John Public to have to wait for a 
certificate, is it not? We do not like to see our agencies accumulating 
backlogs. We think the public is entitled toa Kyes’ ” or “no” answer in 
30 to 60 ds ays on most of these certificates. I am sure you gentlemen 
agree, too, do you not? 

Mr. KuyKENDALL. Yes; we do. 


ACTION ON NATURAL GAS RATES 


Mr. Evins. Before the Phillips case you said you had 42,000 rate 
filings and you had to act on them by statute within 30 days. 

Mr. Garcnent. When they file a change in rates the Commission 
must act on it within 30 days if they want to suspend them. If they go 
into effect without suspension the Commission may, under section 
5(a), undertake its own investigation and change those rates from the 
date of its determination on. 

If they are suspended they can be placed into effect at the end of the 
suspension period without the Commission’s consent, and then the 
Commission continues its investigation and whatever amount it finds 
is not justified has to be refunded. 

Mr. Evins. You did act on those 43,000 cases within the 30-day 
period ? ’ 

Mr. Garcneti. Yes, sir. 

Mr. Evins. How many of those were because of rate increases ? 
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Mr. Garcuett. The Commission has suspended as of November 30, 
1959, $137 million of independent producer rate increases. 

Mr. Kuykenpau. That is annual revenue. 

Mr. Gatcue.y. That is right, annual revenue under suspension as 
of November 30. 

Mr. Evins. How many cases is that out of the 42,000 filings? 

Mr. GATCHELL. 2,882. Rates had been suspended and still would be 
pending as of November 30. A great many others had been suspended 
priortothat. I do not have those figures. 

Mr. Evins. The Commission likes to take pride in stating that it 
saves the public $137 million annually in suspended rates. 

Do you show how much the rate increases amounted to dollarwise 
to the companies ? 

Mr. Gatcue.i. That figure of $137 million is the amount of the 
rate increase that was suspended. 

Mr. Evins. Which did not go into effect ¢ 

Mr. Gatrcuety. That is right. That is the dollarwise figure that 
the companies are concerned with. These are just independent pro- 
ducers and do not include rate suspensions of pipeline companies 
which are something else again. 

I do not have those figures here. 

Mr. THomas. Suspensions apply to gas and power ? 

Mr. Garcnetit. We do not have many rate increase cases in elec- 
tric power. 

Were there any in suspension ¢ 

Mr. Kauurna. Four, 

RATE INCREASES 


Mr. Evins. Of the 42,000 cases you talk about you take pride in 
stating you suspended $137 million of rate increases annually, but 
you do not have the figure as to how many of these cases represented 
actual rate increases to the public. 

Mr. Tuomas. They use a figure of $673 million if my memory serves 
me right. 

Mr. Katina. You are right, Congressman Evins, that is not in- 
cluded in any of our statistics as to the total allowed by the Com- 
mission without suspension. 

Mr. Evins. Is that not the meat in the coconut, the cream the gas 
companies receive as a result of these actions? I would like to show 
both sides of the coin. 

Mr. Tuomas. The question Mr. Evins asks is what was the total 
amount of money involved and what was the total amount granted. 

I think there was a figure of $673 million used. I saw it somewhere 
in the justification. 

Mr. Kvuykenpbati. I would think somebody would have that figure, 
but if not we will supply it. 

Mr. Karuna. There is a figure here on independent producers. On 
independent producers during the calendar year 1959 the Commis- 
sion allowed 33 tax increases amounting to $182,000, and the Commis- 
sion allowed 806 other rate increases without suspension amounting 
to $5,430,000, so the total allowed by the Commission during calendar 
year 1959 was 839 increases aggregating $5,612,000. 


2k 


nar 


i: jn 





ae 


it 


he 


at 


ut 


ras 
yw 


tal 
od. 


re 


On 
IS- 
is- 
ng 
lar 


207 


During the same period the Commission suspended 1,265 increases 
regating 6914 
{r, Evins. Of that $514 million of increase for fiscal 1959 would 
that be about the average over the past several years ¢ 
Mr. Katia. That was calendar 1959. 
Mr. Evins. Well, either way. 
Mr. Kauurna. You cannot strike an average because the number 
of filings has increased each year. 
Mr. Evins. You can strike an average. What is the average amount 
of increases each year 
Mr. Kauura. I could strike an average but I do not have the aver- 





a. Evins. What was it in 1958? 

Mr. Kauuina. In calendar 1958 the Commission allowed 875 cases 
totaling $7.2 million. 

Mr. Evins. Do you have 1957? 

Mr. Katina. No, sir, just the 2 years. 

Mr. Kuykenpaut. We have the cor responding amounts suspended. 

Mr. Kauurna. As against that $5.6 million, the Commission sus- 

nded 1,265 cases aggregating $69,500,000. 

In 1958 the Commission suspended 1,064 increases aggregating 
$37,612,000. 

Mr. Evins. That is both sides of the coin and that is a good picture. 
One year you suspended an amount of $69 million and the next year 
$37 million as ¢ ompared to the $5 million and $7 million of increases. 

Mr. Kauuina. That illustrates the point I was trying to make about 
the difficulty of striking an average. You just cannot control the 
increases as they come in from the producers. Each one has to he 
analyzed and the Commission has to act on each one as they come in. 


REASON FOR RATE INCREASES 


Mr. Tuomas. What are some of the common reasons ? 

Mr. Kaira. I mentioned the tax increase. 

Then there are a number of increases filed because contracts under 
which the producer and the pipeline 

Mr. Tuomas. Is that cost of business going up as the Government’s 
cost of business is going up and as any other private industries’ busi- 
ness is going up due to increase in wages, increase in cost of mate- 
rials, and so on? 

Mr. Karina. I do not think you can really say that, Mr. Chair- 
man. You have to remember many contracts were entered into years 
ago and they had escalation clauses which take effect. periodically, 
sometimes every 2 or 5 years, so contractually they have a right to ap- 
ply for that increase and the Commission has to investigate and find 
out what the facts are as to whether or not that increase is justified. 

Mr. Tuomas. What yardstick do you use ? 

Mr, Katiina. The Commissioner will have to answer that. one. 

Mr. KuyKkenbaiu. In determining whether or not to suspend, bear- 
ing in mind we have to decide within 30 d: ays, and actually the Com- 
missioners themselves have less time than that, because it takes the 
staff a good part of that 30 days to get the filings assimilated and re- 
port them to us, our standard for suspension is comparative prices. 
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As for our final resolution of this matter, I hope our decision in the 
Phillips case, when we get it out, will resolve that problem. 


PROBLEMS ATTENDANT PROCESSING OF RATE FILINGS 


Mr. Evrns. You are pretty expert in these matters and you haye 
been there a long time. You do not need much time once ‘the facts 
are before you. 

Mr. Garcuety. In connection with independent producers, though, 
you are in a new field. You have an easy way of determining costs of 
pipeline operations because you know what they put into it. When 
you deal with gas production, though, a great deal of the gas is 
produce ed in connection with oil production, so you have problems of 
allocation, problems of exploration costs where they do not locate 
a producing well. The problems are infinitely more varied, more com- 
plex, and more troublesome in the independent producer rate regula- 
tion than in any other field we have. 

Mr. Evins. I assume figures are the same for prev ious years, so they 
are not really suffering—$5 to $7 million a year increase is not bad, 
If the Commission gave them all they asked for, $69 million, they 
would really be subject to renegoti: ition by the Renegotiation Board. 

Giving the Commission all the personnel and st: fling it asks for 
here, will you come in next year and say there have been many more 
of these applications denied and the backlog caught up with? 

Mr. Kuykenpba.t. I could not predict whether more will be denied 
or not. I think we would have to just put it that we expect more to 
be acted on and concluded. 

Mr. Evins. Mr. Chairman, we are all fighting inflation. Is not 
the Commission helping out in this battle to prevent. inflation? 

Mr. Kauiina. We have no control over these filings. We have to 
abide by the law. The estimate I submitted to the Commission, which 
they inserted in the bill, was based upon merely trying to keep our 
heads above water and handle what we expect to receive without any 
reduction in the backlog. 

Mr. Evins. You mean the Commission is powerless and helpless and 
they have to approve these once filings are made? 

Mr. Kauutna. No, sir. 

Mr. KuyKENDALL. Perhaps you do not understand. 

Mr. Kania. Powerless in controlling the number of filings made. 

Mr. KuyKenpatt. It is not difficult, Mr. Evins, to suspend these 
rate increases. As you have seen, we suspended a high proportion. 
That delays the increase going into effect for as long as 5 months and 
no longer. 

Our problem then is to process the case and finally conclude it and 
determine what the proper rate is, 

If it is a reduction, as it frequently is, then order a refund and 
stabilize the rate at that point which we found to be proper. That is 
where our workload is and that is where our great difficulty is, 

Mr. Karuna. For example, in 1959 we received a total of 2,104 fil- 
ings by the independent producers. 

In 1958 we received 1,939, roughly about 160-plus filings. That is 
1 month’s work in addition. In other words, we had, in effect, an 
increase of about 165 filings, which was an additional month’s work, 

Mr. Evins. I recognize you have a difficult task. 





EE 


ee 


ve 
ots 


rh, 
of 
en 
is 
of 
ite 
n- 
‘a- 


e 
to 
ot 
to 


ur 
ly 


. 


id 


is 
n 





209 


Mr. Jonas. Will the gentleman yield at that point? 
Mr. Evins. Yes. 


NEED FOR STUDIES OF INDIVIDUAL FILINGS 


Mr. Jonas. Say you receive 25,000 filings in the course of a year, 
3,000 in 1 month. The vast majority of those are almost similar, are 
they not? You do not have to go into detailed studies in all of these 
cases. Do they not fall into a pattern and is there any way you can 
streamline the operation ? 

I know you have to pass on each individual one, but each individual 
one does not require, does it, the same amount of study and work? 

Mr. Katia. With the exception of tax increase filings, you have 
to make a complete study of each filing. Independent producer rates 
are filed on the basis of each individual contract and each individual 
contract must be analyzed. 

Mr. Jonas. You mean they follow no type of pattern and there is 
no similarity between any of them # 

Mr. Kauuina. There are patterns which follow; yes, sir. 

Mr. KuyKeNnpALL. Sometimes the rate is increased from a low price 
to a slightly higher price. If it is lower than those we suspended 
in that area in the past, we would not suspend that one. We have 
those patterns and it helps a lot, but it is still a great amount of work. 

Mr. Kaira. For instance, in one field you might get several 
filings by different producers to increase the price to the same pipeline 
company. Those usually will follow the same pattern and the same 
increase. 

As you already pointed out, the Commission, however, has to act on 
each one individually. 

Mr. Rutopes. Of course, it is obvious that when there is a rate in- 
crease asked that the moving party is the company. 

Suppose the situation arises where there should be a decrease in 
rates¢ Who would have to be the moving party to accomplish such a 
decrease ¢ 

Mr. Kuykenpauy. Ordinarily, the Commission is. That is a lot 
of hard work. We are so swamped with these rate increases that that 
is where most of our effort is spent. 

If we ever got caught up with rate increases and could look at the 
industry and analyze, we might conclude that rates in certain areas 
aretoo high and we could start an action ourselves. 

That is a lot of hard work and it is very tedious and costly. We 
analyze companies’ books and records and make all the necessary 
allocations and determine what we think their costs are and hold hear- 
ings. We have to get an examiner’s decision, exceptions, and then it 
is submitted to the Commission; and ultimately the Commission makes 
the decision. 

Mr. Ruopes. There has been discussion about the possibility of 
building plants to conserve the helium which comes out of the 
ground with natural gas. It now goes into the pipeline and into the 
stove of the housewife, where it is not consumed but goes off into 
the air because it is an inert gas—and wasted as a result. 

Presumably, if such a plant were built, the helium recovered would 
be the subject of compensation paid by the Government to the pro- 
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ducer, and I assume it would have the effect of increasing the over- 
all income of the producer from the product of his well. 

Would that be a proper reason for the Commission to question the 
present rates for natural gas? In other words, would an increase of 
overall income resulting from the sale of helium which had not pre- 
viously been sold be a possible subject for a rate decrease in natural 
gas? 

Mr. Kuykenpatu. Possibly it would. We have analogous situa- 
tions now with the extraction of other products—liquid hydrocar- 
bons, for example. The customary way is to credit the net revenues 
from those against the cost of the gas. 


STABILIZATION OF GAS RATE STRUCTURE 


Mr. Evins. You speak of stabilizing the rate structure. What is 
the Commission doing in that field? Are some rates higher than 
others? The trend is upward. My colleague, Mr. Rhodes, speaks 
of the reverse action of trying to hold down rates. 

Tell us what the Commission is doing to stabilize the rate structure, 

Mr. KuyKkenpatu. There, again, we are doing what we can but it 
takes so long to process these rate cases that the filings of increased 
rates have gotten ahead of us. 

I do feel there is more stability now than there was a year or so ago, 
but the stability is at a higher level of rates than it was a year or 2 
years ago. 

Mr. Evins. The Commission can make no showing other than that 
you have suspended so many applications and brought about so many 
reductions in applications for increases ¢ 

Mr. KuyKkenpatt. That is right. 

Mr. Evins. You have no other record for the past several years of 
showing reductions in rates? 

Mr. KvyKenpat. Not in the producer field. We have not been 
able to make wholesale investigations of a whole area, for example, 
and hold hearings on that and get the evidence. 


CASES PENDING BEFORE THE COMMISSION 


Mr. Evrns. A year or two ago you had a number of separate studies 
underway of the operations of various companies. 

Mr. KuyKenpatu. We have a great number of those underway and 
some completed. 

Mr. Evins. How many companies are under separate audit today? 

Mr. Katina. As of December 31, 1959, we have 115 pipeline sus- 
pensions and 19 other rate matters under various stages of investiga- 
tion, and then on the independent producers we have 3,065 suspen- 
sions and 36 other rate matters. 


AUDITS AND HEARINGS 


Mr. Evins. Other than independent producers, what is the nature 
of the audit work you are doing? 

Mr. Karurna. We are in the companies’ offices—not in all of the 
115 cases, however. In other instances, we are in hearings before the 
examiners of the Commission, and in other instances we are trying to 
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get started on the investigations in the field. We go right into the 
companies’ offices and check their books and operations. 

Mr. Evins. Of those you are investigating, you say part of that 
includes hearings. How many hearings are underway and how many 
of that number represent hearings before hearing examiners? In 
other words, that separates the audits and heari ings. 

Mr. Kuykenpauty. Where there is a hearing there has been an 
audit. 

Mr. Evrns. That is on the rate increase application, however ? 

Mr. KuyKenpa.. Yes. 

Mr. Evins. It is not on an initiation by the Commission / 

Mr. KuyKenpDALL. We have initiated a great number against pro- 
ducers and we are progressing with those. For example, Phillips 
itself has been audited, studied by the staff, hearings completed ; there 
js an examiner’s report and that is before the Commission now for 
decision. 

There are others which also are well along. 

Mr. Katarina. Of these 115 cases, there are 5 before the Commission 
awaiting decision, 4 before an examiner awaiting his initial decision, 
4in hearing, 2 others on which field examination is completed and a 
hearing is imminent, 24 in which we have staffs in the company offices, 
10 cases where we are preparing for a conference on offer of settle- 
ment by the companies. 

Mr. Evins. All those are on applications for rate increases, 
however ¢ 

Mr. Katirya. By pipeline companies, yes. 

Mr. Evins. What I was trying to find out was how many cases did 
we have where the Commission initiated an audit of their actual rate 
structure? You have some hearings before the Commission, some 
before examiners, some where investigators are in the office. They 
total up to a sizable number of cases, ‘but the result of each of those 
is the result of a filing for a rate increase by a company. 

My question is directed to the point of how many instances are there 
where the Commission initiated audits? 

Mr. Kauurna. We have 19 other rate matters involving pipeline 
companies which would fall into that category generally "whats the 
Commission itself initiated it or it has been initiated as the result, of 
acomplaint by somebody else, usually a public body. We have 19 of 
those cases pending before the Commission with respect to the pipe- 
lines, and we have—— 

Mr. Evins. When were those 19 initiated ? 

Mr. KuyKenpauy. Of course, the same purpose is served in a pipe- 
line ease when we conclude and pass on a general rate increase, even 
though it was asked for by the company. We end up by allowing a 
certain given amount of net revenue which is the same result. which 
would be obtained had we initiated the inv estigation ourselves. 

Practically all of the pipeline companies are before us in their own 
rate cases which they file. 

Mr. Evins. I am not too sure the same purpose is served by waiting 
for them to file for an increase and then denying parts of it. 

Mr. KuyKkenpauy. We have not waited for them. They have just 
swamped us with them. 
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Mr. Evrys. That is why I say that if you took the initiative and 
went out and started making some independent audits of their books 
and profits and rate structures, perhaps they would be a little reluctant 
and say, “We will just not file for an increase at this time and wait a 
year or two.” 

Mr. Kuyxenpaui. Whenever they file a rate increase with us, they 
know they will get an investigation. They have all felt they cunld 
justify it or they’ would not have filed it. 

Mr. Evins. As to these 19 investigations underway, when were they 
initiated by the Commission ? 

Mr. Karina. I do not have the prec ise date. I do note, however, 
some are in 1955, some in 1956, some in 1957. 

Mr. Evins. How long have they been underway? A few years ago 
you had 11 underway. “Have these 11 been completed 

Mr. Kuyxenpauu. I could not say. At least some have and J 
imagine some new ones have been added. 

Of course, when the company asked for a rate increase itself it 
automatically assumes the burden of justifying it. That saves the 
staff from considerable burden it would have on its own investigations, 

Mr. Evins. This is an important Commission and I want it to have 
adequate funds and adequate staff to do the job. I wonder if we can 
give it more staff unless it does more investigating in both gas cases 
and utility cases? 

Mr. Kuykenpauu. That is why we are asking for this money. 

Mr. Evins. Could you supply us with the time these 19 audits were 
initiated ? 

Mr. Kariina. Those are just pipeline companies and not inde- 
pendent producers. 

Mr. Evrns. I understand. 

(The information requested follows:) 


PENDING PROCEEDINGS, OTHER THAN SUSPENSION PROCEEDINGS, INVOLVING 
NATURAL Gas PIPELINE COMPANIES 


1. Panhandle Eastern Pipe Line Co. (sec. 4(e) investigation), docket No. G- 
1116 et al. ; date initiated, December 30, 1955 

This is a residual matter resulting from a suspension proceeding involving the 
amount of principal and interest to be refunded as a result of a prior rate reduc- 
tion order. 

By order issued April 15, 1954, accompanying opinion No. 269, the Commission 
fixed rates for the future and provided for further hearings to determine the 
amounts of excess charges to be refunded. By order of Decmeber 30, 1955, the 
Commission issued its order providing for refunds of $36,116,056 together with 
interest at 6 percent per annum. The amount to be refunded was subsequently 
reduced by $514,443. Panhandle filed statement showing total refunds to each 
customer. Hearings on refunds were held May 1-3, and May 15-18, 1956, and 
concluded. Examiner filed decision directing company to recompute the prin- 
cipal and interest payments made to its wholesale natural gas customers cover- 
ing the period from February 20, 1952, through April 30, 1954. Order issued 
February 5, 1957, modifies in part and affirms balance of examiner’s decision. 

On February 28, 1956 the U.S. Circuit Court of Appeals for the District of 
Columbia denied the Commission’s and Panhandle’s application for rehearing of 
its opinion issued December 15, 1955 which remanded the rate case to the Com- 
mission (opinion No. 269). The Supreme Court denied certiorari and application 
for rehearing. Order issued December 6, 1965 denying respondent’s motion for 
order prescribing further procedure. Matter subject to further hearing. 
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9. Dayton Power & Light Co. (sec. 5(a) investigation) (The Ohio Fuel Gas Co.), 
docket No. G—9294 ; date initiated August 31, 1955 

Complaint of Dayton Power & Light Co. that rates and charges of the Ohio 
Fuel Gas Co. are excessive, unjust and unreasonable, both with respect to the 
rates proposed in docket No. G-2281 and also rates approved in settlement of pro- 
ceedings in docket No. G-1965 which underlie the rates in docket No. G—2281. 
Concurrence in the complaint of Dayton Power has been made by the city of 
Lancaster and the Deavertown Oil & Gas Co. No field work undertaken. Mat- 
ter remanded by District of Columbia Court of Appeals for further hearings. 

On February 19, 1958 the Commission issued order granting rehearing in 
docket No. G-2281. Motions filed by Dayton Power & Light Co. March 1958, to 
reject Ohio fuel rate schedules, reopen docket No. G—2281 and rescind all orders 
jssued therein. Notice issued by Secretary March 17, 1958 extending time to 
and including April 15, 1958 within which to file answers to petitions and mo- 
tions filed by Dayton on March 5, 1958. Such time was further extended by three 
subsequent actions to June 30, 1958 by order of June 12, 1958. Order of June 
17 denied motion for further extension of time to file answers. Orders issued 
June 19, 1958 vacating any denial of application by the Dayton Power & Light 
Co. for reconsideration and reaffirming previous grant of that application. 


3, City of Trinidad, Colo. (sec. 5(a) investigation docket No. G—10716; date 
initiated, July 6, 1956 

Complaint filed by city of Trinidad against Colorado Interstate Gas Co. based 
on city of Trinidad being required to purchase gas at the same rates as other 
customers, all of whom receive city gate delivery, whereas city of Trinidad re- 
ceives delivery 35 miles from the city limits through a city-owned lateral. A 
conference was authorized by the Commission and held October 31, 1956. Ap- 
proved settlement of Colorado Interstate’s docket Nos. G—2260, G—2576, and 
G-11717 gave city refunds based upon lower rates for pipeline delivery heretofore 
only applicable to Colorado-Wyoming Gas Co. Colorado Interstate applied for 
authorization to purchase the lateral, which authorization has been granted. 
Motion to terminate proceding was filed by city of Trinidad on January 4, 1960. 
It is anticipated that this matter will be closed in the very near future. 


4. United Fuel Gas Co. (sec. 4(e) investigation), docket No. G-2451; date initi- 
ated, October 19, 1956 

This is a residual matter resulting from a prior suspension proceeding. Case 
settled except for certain issues reserved for subsequent decision. Commission’s 
order establishing contract demand form was appealed to the district circuit court 
of appeals. The court ruled in favor of the Commission except in the case of 
Portsmouth Gas Co., which the court remanded for further proceedings. Exami- 
ner’s decision was issued December 17, 1958, concerning proper treatment for 
ratemaking purposes of certain Federal income tax deductions. Oral argument 
was held March 17, 1959, concerning issues and matters presented in exceptions 
to examiner’s decision. Opinion No. 334 issued January 22, 1960, provides for 
refunds and reduced rates to reflect allowance of 6%4-percent rate of return 
overall in lieu of income tax deductions relating to percentage depletion and in- 
tangibles. Company was allowed to retain income tax benefits resultitig from 
liberalized depreciation subject to deferral accounting of Commission's 
regulations. 


5. United Fuel Gas Co. (sec. 4(e) investigation), same as above: docket No, 
G-—DAT5 ; date initiated, October 19, 1956 
6. The Sylvania Corp. (sec. 5(a) investigation), docket No. G-12565; date 
initiated, May 29, 1957 
Investigation on Commission’s own motion into reasonableness of rates and 
charges for transportation and sale of gas. 


7. Iynchburg Gas Co. (sec. 5(a) investigation), docket No. G—12862; date initi- 
ated, July 9, 1957 
Complaint against United Fuel Gas Co. filed July 9, 1957. In view of the 
action taken by the Commission in docket No. G-12791 and related rate filings, 
Lynchburg has been requested to consider withdrawing its complaint. 
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8. Trunkline Gas Co. (sec. 4(e) filing), docket No. G—12884; date initiated, 
July 17, 1957 

Investigation on proposed change in rate form and form of service agreement. 
Order issued February 7, 1958, making effective as of January 1, 1958, proposed 
tariff changes upon filing to assure refund of excess charges. On April 9, 1958, 
order was issued for hearing, suspending certain tariff sheets filed on March 10, 
1958, denying motion to extend time for filing executed service agreement, cop. 
solidating for hearing motion to modify certificate and proposed tariff sheets, 
Hearing date to be set. Order issued October 14, 1959, permitting withdrawa) 
of revised tariff sheets comprising portions of the form of service agreement 
and accepting substitute revised tariff sheets for filing. 


9. Texas Eastern Penn-Jersey Transmission Corp., docket No. G—2341; date 
initiated, August 7, 1957 

Proposal to increase rate of return under lease agreement from 6 percent, 
prescribed in certificate wherein arrangement was authorized, to 6% percent, 
Increased rate of return made effective November 10, 1957, subject to refund 
per investigation in docket No. G-12706, Texas Eastern Transmission Corp. 
Order issued January 8, 1958, permitting proposed collection of revenues from 
increased rate of return to become effective subject to condition pending hearing. 


10. Permian Basin Pipeline Co. (sec. 5(a) investigation), docket No. G-1337: 
date initiated October 3, 1957 
Investigation of cost of service rate completed in connection with G-12158 to 
November 26, 1958. 


11. Atlantic Seaboard Corp. (sec. 4(e) filing), docket No. G-16401 ; date initiated 
September 30, 1958 
Revised tariff sheet establishing rate schedules for service to partial require- 
ments customers effective October 2, 1958, pursuant to motion filed Octo- 
ber 17, 1958. 


12. Home Gas Co. (sec. 4(e) filing), docket No. G-16402 ; date initiated Septem- 
ber 30, 1958 
Revised tariff sheets establishing rate schedules for service to partial require 
ments customers effective October 2, 1958, pursuant to motion filed Octo- 
ber 8, 1958. 


13. Kentucky Gas Transmission Corp. (sec. 4(e) filing), docket No. G—16408; 
date initiated September 30, 1958 
Revised tariff sheets establishing rate schedules for service to partial require- 
ments customers effective October 2, 1958, pursuant to motion filed Octo- 
ber 17, 1958. 


14. The Manufacturers Light & Heat Co. (sec. 4(e) filing), docket No. G—16404: 
date initiated September 30, 1958. 

Revised tariff sheets establishing rate schedules for service to partial require- 
ments customers effective October 2, 1958, pursuant to motion filed Octo 
ber 8, 1958. 

Hearing on proceedings (consolidated with docket No. G—12197) held on 
September 30, October 14 and 15. Motion for consolidation of rate schedule 
issues was granted by notice dated November 5, 1959. 


15. Arkansas Louisiana Gas Co. (sec. 5(a) investigation), docket No. G—16359; 
date initiated September 24, 1958 
General investigation of all rates, charges, classifications, etc., subject to the 
jurisdiction of the Commission. 
16. South Georgia Natural Gas Co. (sec. 4(e) filing), docket No. G—17518; 
date initiated January 16, 1959 
Investigation of tariff changes proposing imposition of penalty charges for 
unauthorized overruns. Order issued March 16, 1959 making proposed changes 
effective subject to refund. 


17. Laclede Gas Co., docket No. G—-17832; date initiated February 13, 1959 

Section 5(a) complaint against Mississippi River Fuel Corp. Mississippi 
River Fuel filed motion to dismiss Laclede’s complaint and its answer to such 
complaint on March 23, 1959: and Laclede filed its answer to Mississippi’s mo- 
tion on March 31, 1959. Hearing held July 13-17; recessed to August 31, 1959. 
Further recess to October 6, 1959, and concluded October 14, 1959. 
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18. Michigan Wisconsin Pipe Line Co., docket No. G—10524 ; date initiated March 
6, 1959 


Proceeding terminated by order issued March 6, 1959 except the issue of 
whether refunds which may be received from the company’s suppliers shall be 
passed on to its customers. 

19. Penn-Jersey Pipe Line Co., docket No. G-19023 ; date initiated July 29, 1959 


Investigation of proposed change in income taxes charged under a cost of serv- 
ice rate. Settlement conference held December 2, 1959, and agreement reached 
to settle proceeding upon filings by Penn-Jersey. 


Mr. Tuomas. Any other general questions ? 


AVAILABILITY OF ATOMIC POWER 


Mr. Jonas. Last year I asked you as to when we might expect atomic 

wer to be available for general use. You were of the opinion at 
that time that it would not be before 1970. Has anything happened 
during the year to cause you to change that estimate ? 

Mr. Apams. I do not think there is anything in the picture today 
that would change that estimate. That is still the general impression 
in the industry and in the Government. We feel it will be at least 
1970 before competitive nuclear power comes into the picture on any 
large scale. 

Mr. Botanp. Admiral Rickover said yesterday in a hearing that. it 
would be at least 10 years and more likely 20 years before it would be 
competitive with conventional power. 

Mr. Jonas. That is on account of the cost factor ? 

Mr. Apams. Yes, the problems of development are very complex and 
many problems have developed in the design and improvement of fuel 
elements particularly. Fuel element costs are one of the principal 
costs of production. 

I think the statement made last year is still good. 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 

Mr. Ruopes. What about the fusion process? Is there any con- 
jecture as to when the hydrogen atom might be used to produce 
electricity ¢ 

Mr. Apams. No, sir; not that I know of. When we say 1970 or 
later for nuclear power we think broadly of reactors as another source 
of heat. 

Mr. Ruopes. Of course, as I understand it, the fusion process pro- 
vides the possibility of direct production of electricity without the 
mere use of the atom as a source of heat; is that correct ? 

Mr. Apams. It is a source of heat; of course, any nuclear reactor 
would merely be a substitute for an ordinary steam boiler. 

Mr. Ruopes. My point is that in fusion that is not necessarily the 
case. While great quantities of heat are produced, electricity also is 
produced as a direct result of the fusion process, is that right ? 

Mr. Apams. That is possible, yes, but certainly we are far from any 
feasible or economic development of that process. 


TREND OF ELECTRIC RATES 


Mr. Jonas. Last year you put a table in the record at the request 
of a member of the committee showing the progressive downward 
trend in electric power rates, and the cost of electric service in this 
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country during the last 20 years. Is there anything in the gas picture 
to approximate that, or what is the trend ? 

Mr. Kuykenpa. The trend is the other way in the gas industry, 
Mr. Jonas. Would there be a natural cause for that such as earl 
development costs, or would there be any reasonable expectation that 

over the years the trend would start downward ? 

Mr. KuyKenpat. Due to the difference in the industries, because of 
the fact that gas is consumed and is not replaceable like electricity, I 
think it is very doubtful that gas prices will get on a downward trend. 

Mr. Jonas. Is the trend in electric rates still downward, or standing 
fast, or what has happened in the last year ? 

Mr. KuyKenpauu. We would be glad to bring those figures up to 
date. 

Mr. Jonas. You put a table in the record through 1958 in the hear- 
ings last year, and a statement which showed electric power is one 
of the few things that during the last 20 years has gone down in cost, 

Mr. Tuomas. Bring that table up to date; would you, please? 

Mr. Kuykenpba... Yes, sir. 

(The table referred to follows :) 


Average bills for electric service 


Commercial | Industrial 
Residential | (30 kilowatt, | (1,000 kilo- 





! 

Year (250 kilo- | 6,000 kilo- | watt, 200,000 
| hours) watt-hours) kilowatt- 
hours) 

1935 | $8. 91 | $182. 23 $3, 081 
1940_ 7. 37 170. 96 2, 828 
1945... | 7.09 | 166. 21 2, 863 
1950. 6. 98 160. 75 3, 024 
1951__. | 6.95 | 158. 06 3,001 
1942__- } 6.97 | 159. 40 3.042 
1953... ut i toe ee ‘ ‘ 7.08 | 158. 03 3, 154 
1954... he ‘ ; 7.10 | 158. 16 3, 162 
1955... : edit —_ on Saas 7.18 | 159. 16 3, 168 
1956_.. 5 : 3 ; selected 7.21 | 160.05 | 3, 204 
a da s x ‘ ; , | 7.2 160.71 | 3, 235 
1958__. aie ae ee = : 7. 30 162. 88 | 3, 279 
. a Be ae = : Se 7. 36 163. 47 | 3, 283 





HEARING EXAMINERS 


Mr. Tuomas. Will you please tell us something about your hearing 
examiners ? 

I notice you have a pretty good unit. It would be helpful to the 
committee and helpful to the hearing examiners, in my opinion, to 
have one of the gentlemen who is head of your Hearing Examiners 
Division to come over after lunch, if he is not tied up. 

Mr. Kuykenpa.u. Yes, sir. 

Mr. Tuomas. Do you have a pretty good staff? How many do you 
have in there? I notice you have 15 hearing examiners and 9 clerical 
people. 

Mr. Tratnor. Fourteen hearing examiners. 

Mr. Tuomas. Tell me about them. If one of them is available, per- 
haps he will be able to come over and talk to us. ae 

Mr. KuyKenpawv. I am sure he will be available unless he is in 4 
hearing, but if he is in a hearing, we will have him recess it, and come 
over. 
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‘He is available unless he is sick. 
‘Mr. Tuomas. After all, these hearing examiners are awfully im- 
portant gentlemen. They supply the grist for the mill; do they not? 
Mr. Kuykenpa.u. That is true; they are very important. 
Mr. Tuomas. Usually they are hard workers and some of these 
hearings will last 2 or 3 months at times; will they not? 
Mr. KuyKEenba.u. Oh, yes; and even longer. 
Mr. Tuomas. And, the records are very voluminous, and so forth? 
Mr. KuyKENDALL. Yes, sir. 
Mr. Tuomas. Gentlemen, let us take a look at the next item. 


Non-FEpERAL HyproeLectric Provgects 


At this point in the record we will insert pages B-1 through B-7 of 
the justifications. 
(The pages referred to follow :) 


JUSTIFICATIONS BY ACTIVITIES 
SECTION 1. NON-FEDERAL HYDROELECTRIC PROJECTS 


This major activity, undertaken pursuant to part I of the Federal Power Act, 
consists of four main subactivities as follows: (a) Licensing, which includes all 
steps leading ultimately to the licensing of a project or other disposition of an 
application ; (b) supervision of licenses, which covers the general administration 
of outstanding licenses; (c) headwater benefit determinations, in which the 
Commission determines annual payments to be made to the United States or to 
licensees for benefits provided by them; and (d) licensed project accounting, 
which includes determination of the original cost of licensed projects, the costs 
of additions to and retirements from licensed projects, and the supervision of 
project accounting to insure establishment and maintenance of amortization re- 
grves which may be applied to the reduction of net investment in licensed proj- 
ets, The man-year requirements and personal services costs of this activity 
are as follows: 





| 


Fiscal year Man-years Salaries 
Ig _|—_____—_— 
Ree re Fak NOT a oe) os. “erin w 2 161.9 | $1,193,858 
1980... .- : ‘ : 167.2 | 1, 242, 900 
penser ‘ ; ‘ 186. 7 1, 376, 700 


The requested increase of 19.5 man-years and $133,800 for this activity would 
be applied to unlicensed projects investigations, headwater benefit determina- 
tions, and licensed project accounting work. 


A. LICENSING 


This work consists of three main operations: (1) Processing of permit and 
license applications, involving by far the largest amount of manpower; (2) 
unlicensed projects investigations: and (3) declarations of intention, the last 
two of which are concerned with the determination of the Commission’s juris- 
diction over the existing and proposed hydroelectric projects, respectively. 
This group of subactivities also includes the handling of powersite land matters 
and the maintenance of current information on existing and potential water- 
power resources. The workload units and man-years for this activity are 
summarized as follows. 
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Workload | Workload Workload | Workload 
Fiscal year units on units Tota units com- | Man-years| gnits on 
hand Ist of| received workload pleted hand end of 
year | year 
sistant tanita lia NE be tA A EIR oD el teeciieehaleitiiterineeel Seiehentienbattiditaede a laanigeecengeslinptniniatinaitiitiin ee 
Rn htinsd cde Le. 141 11 252 119 90.9 133 
ETS 133 134 267 120 95.3 147 
NAC AES 147 121 268 139 104.8 129 
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(1) Processing of permit and license applications 


This operation is the processing of applications for preliminary permits, 
licenses, amendments, and other changes in permits or licenses. The following 
table gives the workload in application work : 





l 
Applications | Applications | Total work- | Completions | Applications 








Fiscal year on hand Ist received load | during year | on hand end 

of year during year | of year 
= Se —_——— “a - - ae —— a 
ee ee OR Pa Sees 129 | 111 | 240 | 110 | 130 
De tinctophisdnendinks ecb e tensa | 130 110 240 | 116 1% 
124 110 | 234 | 115 | 119 


The filing of these applications originates with applicants, and the Com- 
mission has no control over the timing or volume of the filings except in rela- 
tively very few applications which were preceded by and filed pursuant to a 
jurisdictional proceeding instituted by the Commission. For the past 12 fiscal 
years, the number of filings has averaged about 110, varying (excepting one 
extreme low of 86) between 102 and 125. During the same period, the number 
of completions has averaged 115, varying between 96 and 149. 

The man-years requested for fiscal year 1961 are the same as for 1960. 

During the past 13 fiscal years, the operating capacity under license has 
almost trebled from about 4 to over 11144 million kilowatts. The ultimate ea- 
pacity under license has increased fourfold from about 5% to almost 23 million 
kilowatts. During the past 7 fiscal years, the ultimate capacity applied for 
has averaged 5.1 million kilowatts per year varying from 4.2 to 6.7 million 
kilowatts per year. At present over 8 million kilowatts are under construction. 

As of July 1, 1959, there were 130 pending applications for permits, licenses, 
amendments, and other pruposes. Included in the 130 applications were 32 
which may require hearings for various reasons such as objections to par- 
ticular projects, conflicting plans of development, license requirements for fish- 
handling facilities and water releases for pollution, fish and recreation, ob- 
jections by communities, landowners, recreation interests and Indians, and need 
for determination of Commission jurisdiction. It is possible that the issues in 
a few of these applications may be settled without hearings through negotiation. 

There are 29 applications, however, which the Commission believes, based on 
present facts and circumstances, cannot be disposed of without hearings. Due 
to the possibility of consolidation in certain instances, these 29 licensed project 
applications can probably be disposed of in 19 hearings. 

As of January 1, 1960, hearings have been completed on seven applica- 
tions (six hearings) and final action on six of these is expected to be completed 
during fiscal year 1960. Hearings are underway on three other applications 
and it is planned to start three hearings involving six applications during 
1960, but final action may not be completed on all of them. A similar program 
is planned for 1961 including, especially, hearings which need to be held in the 
field and those requiring the presence of field personnel. 


(2) Unlicensed projects investigations 


Section 4(g) of the Federal Power Act authorized the Commission to investi- 
gate the occupancy, for the purpose of developing electric power, of streams 
and lands subject to Federal jurisdiction and to issue such orders as it may 
find appropriate and expedient and in the public interest to conserve and 
utilize the navigation and waterpower resources of the region. From a recent 
survey it was found that there were, as of March 1958, 550 existing hydro- 
electric plants of 1,500 kilowatts or more capacity and several hundred smaller 
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plants which are not under Commission license. The following table gives the 
workload for this activity : 





ee tT Sess sas er Pee eS | 


Cases on Cases initi- | Total work- | Completions Cases on 








Fiscal year hand Ist of | ated in year load during year hand end 

year of year 
ee we 8 lemenseceses-- 3 2 1 
eee = 3 : 3 
1961. - ------ w-2----- 22 9 31 29 > 





An increase of 9.5 man-years over 1960 is requested for 1961. 

For several years past, work in this activity has been rather insignificant, 
amounting to about 2 man-years per year and generally has been confined to cases 
started many years ago. 

In response to a request of the Public Works and Resources Subcommittee of 
the House Committee on Government Operations, the Commission in March 1958 
reported on its unlicensed project investigations and advised the subcommittee 
that it would require an estimated 20 man-years per year for a minimum of 5 years 
to complete the investigations of the 550 unlicensed projects of 1,500 kilowatts or 
more capacity. The Legislative Oversight Subcommittee of the House Committee 
on Interstate and Foreign Commerce has likewise gone into this problem at some 
length, securing data on all outstanding major licenses for projects which had 
been constructed without Federal authority, the jurisdictional questions involved, 
and the type of license authorizations granted. This subcommittee held a search- 
ing hearing on this on September 25, 1958, at which further data were requested. 
Further information was furnished the House Committee on Government Opera- 
tions in July 1959. 

For fiscal year 1960, there are available about 6 man-years to initiate a program 
of unlicensed project investigations, and for 1961 an increase of 9.5 man-years 
over 1960 is being requested in an effort to build up gradually to the 20 man-year 
program estimated to the House Committee on Government Operations. 

During 1959, one case involving three plants of Idaho Power Co. on the Snake 
River in Idaho and another involving four plants of Central Vermont Public 
Service Co. on the Lamoille River in Vermont were completed. 

During 1960, one case carried over from 1959 will be completed and it is planned 
to start 22 investigations involving 57 plants with 432,000 kilowatts capacity in 
Triver basins. During 1961 itis planned to complete the 22 investigations started 
in 1960 and to start 9 investigations involving 25 plants with 203,000 kilowatts 
capacity in 2 river basins. 

The annual charges for the plants involved in the investigations planned for 
completion in 1961 are estimated roughly at $58,000. 


(8) Declarations of intention 


Section 23(b) of the Federal Power Act requires any person, association, 
corporation, State, or municipality intending to construct a dam or other project 
works on any stream other than navigable waters to file with the Commission a 
declaration of intention. The Commission must make an immediate investigation 
of the proposed construction and, if it is found that the interests of interstate or 
foreign commerce will be affeced, the declarant must make application for a 
license before starting construction. The following table gives the workload for 
this activity : 








Cases on Cases Total work- | Completions Cases on 
Fiscal year hand Ist of received load during year hand end 
year during year of year 
Siibesseh's Wh sds2 Ae echt 9 7 2 
SSS rar 2 2 4 3 1 
a 1 | 2 3 2 1 


| 
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No increase over 1960 in man-years for declarations of intention is requested. 
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B. SUPERVISION OF LICENSES 


The design, construction, operation, and maintenance of licensed projects are 
primarily the concern of licensees. The Commission’s activities in super 
licenses include office work and field inspections to insure that projects are cop. 
structed in accordance with approved plans and good engineering practice, and 
that constructed projects are operated and maintained in a safe and efficient 
manner and in accordance with the terms of the Federal Power Act and of the 
licenses. Work involved in the assessment and collection of annual charges jg 
also included under this heading. The workload units and man-yearg for 
supervision of licenses are summarized as follows: 








Projects Projects Total 

| requiring added projects | Projects | Number of 
Fiscal year } inspection during requiring | inspected | inspections | Man-years 

beginning the year inspection | performed 

of year 

se caisneeieaedaslcoepineicinindaemniend anaemia net ts a oa 

| 
~~ ee 7 264 8 | 272 | 235 | 433 | 18.7 
aa le 272 14 286 265 478 19,2 
PR eden take atcpe neal 286 16 | 302 252 | 543 19,2 


| 





Projects under construction are inspected monthly or bimonthly as the cir. 
cumstances require, and during fiscal years 1960 and 1961 35 projects totaling 
over 9 million kilowatts are expected to be under construction. Of the operating 
projects under license, the larger projects require inspection every 6 to 12 
months depending on conditions peculiar to each project. The smaller projects 
and transmission lines can be and are inspected at less frequent intervals. Due 
to important engineering and public interest problems involved, it has become 
necessary to have a full-time field inspector at the Niagara project and in the 
Pacific Northwest. 

C. HEADWATER BENEFIT DETERMINATIONS 


Under the provisions of section 10(f) of the Federal Power Act, the Com- 
mission is authorized and directed to determine annual payments to be made 
by any licensee or owner of an unlicensed project directly benefited by a storage 
reservoir or other headwater improvement constructed by the United States 
or by another licensee. 

Mr. Tuomas. With reference to non-Federal hydroelectric projects 
in 1959 you had 161.9 man-years, 167.2 in 1960, and in 1961 you want 
to go up to 186.7 man-years, an increase of 19.5 man-years. 


NUMBER OF NON-FEDERAL HYDROELECTRIC PROJECTS 


What is a non-Federal hydroelectric project, anyway ? 

Mr. KuyKEenpau. That is one not built by the Federal Government, 
and one which we license. 

Mr. Tuomas. What isthe sum total of the non-Federal hydroelectric 
yrojects in existence as of January 1, 1960? You have a tremendous 
Se log. In 1959 you started the year with 141 and in 1960 you started 
the year with 133 and in 1961 you will have, it seems, 147. In those 
3 years you have had new cases filed, 111, 134, and 121, respectively. 

We have already put that table into the record, I believe. What is 
the sum total of the installations, we will call them ? 

When you talk about your workload and the 121 units received, that 
does not mean that there will be 121 new hydroelectric projects com- 
ing into existence that year ; does it ? 

Mr. Apams. No, sir, Mr. Chairman. The total number of outstand- 
ing major licenses today, which means projects of 100 horsepower or 
over, 1s 260. 
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Mr. Tuomas. What is that figure ? 

Mr. Apams. 260 major licenses, totaling 11,325,000 kilowatts, and 
having provision for an ultimate installation of about 23 million 
kilowatts. 

Mr. Tuomas. That figure is 260? 

Mr. Apams. Yes, sir; 260 different licenses. 

Mr. Tuomas. That is non-Federal. What is the total number of 
Federal installations. 

Mr. Apams. I do not have the total number of projects handy, but 
the total installation, compared to the 11,325,000 kilowatts 

Mr. Tuomas. I am talking about the units. Each one of these large 
units will have a lot of subdivisions, but as a unit, how many Federals 
arethere? ‘There are 260 non-Federals. 

Mr. Apams. I do not have the number of projects, but the total 
installation is about 14 million kilowatts. 

Mr. THomas. Can you give us a list of the physical properties? 

Mr. Apams. I can get it for you. 

Mr. Tuomas. Give it to us now, and correct it for the record. 

Mr. Apams. It would be a pretty wild guess. 

Mr. Tuomas. Well, is it more than 260 ? 

Mr. Apams. I would say there are less than 260 total; probable. 100. 

Mr. Tuomas. Probably 100? 

Mr. Apams. Yes, sir. 





NUMBER OF UNLICENSED POWER PROJ ECTS 


Mr. Tuomas. How many are unlicensed? In other words, these 
workload figures become astronomical. But, when you break them 
down into the number of projects, after all, there are not too many 
rojects. You have 260 non-Federal and about 100 Federal, and you 
rs about 500 which are not licensed. 

How many powerplants are there in the country? There are less 
than 1,000; are there not, serving all the United States? 

Mr. Apams. Of the major projects, I think it would be on that order ; 
yes, sir. 

Mr. Tuomas. Still, that is a large number; is it not ? 

Mr. Apams. 550 unlicensed projects of 1,500 kilowatts, and there are 
a great many smaller ones. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

| Mr.THomas. Is that rough figure of 1,000 right ? 

Mr. Apams. It is in that neighborhood. 

Mr. Tomas. There are about 500 operating without a license, 260 
non-Federal, and about 100 Federal ? 

Mr. Apams. Yes, sir. 

Mr. Trromas. They serve a lot of people with a small number; do 
they not ? 

Mr. Apams. The total number of all hydroelectric plants, is that 
the figure you are asking for? 

Mr. Tuomas. Yes, sir. 

Mr. Apams. I would say that is a reasonable guess, but I can give 
you the exact figure for the record. 
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NUMBER OF STEAM PLANTS 


Mr. Tuomas. Does that include steamplants also? 

Mr. Apams. No; there are literally hundreds of steamplants in 
addition. 

Mr. THomas. How many steamplants? 

Mr. Apams. I have not counted them. 

Mr. Tuomas. You have that information in the office; do you not? 

Mr. Apams. Yes, sir; certainly, we can get you that information, 

Mr. Tuomas. That information has never been in any record that 
I have seen. Let us get it in the record, and see it. 

Mr. Avams. I would be glad to do that. 

Mr. Tuomas. You will st raighten it out for the record but , roughly, 
you have 1,359 hydroelectric plants ? 

Mr. Apams. Yes, sir. 

Mr. Troomas. About how many steamplants ? 

Mr. Apams. Asa responsible guess, 1,051. 

Mr. Tuomas. You have two or three times as many ? 

Mr. Apams. Probably twice as many. 

Mr. Tuomas. You have approximately 3,481 installations serving 
175 million people. 

Mr. KvyKenpaty. How about industrial steamplants ? 

Mr. Tuomas. That is not a big figure; is it ? 

Mr. Apams. In addition, the number of industrial installations 
that we have are not in the utility service. 

Mr. Tuomas. They are serving their own particular industry? 

Mr. Apams. Yes, sir; and we can give you that also. 

Mr. Tuomas. What isa reasonable guess on those ? 

Mr. Apams. It would run into several hundred—2,397. 

(The information requested follows :) 


Number of electric generating plants in the United States at Dec. 31, 1958 


llydro Steam Internal Total 
combination } 


Utility 
Privately owned 970 719 336 2, 025 
Municipally owned - -_- ; 172 253 607 1, 032 
Federal : 108 24 13 145 
Co-ops., etc 109 55 115 279 
Total 1, 359 1,051 1, 071 3, 481 
Industrial_- 314 1, 705 378 2, 397 
Grand total _- 1, 673 2, 756 1, 449 5, 878 


GROWTH OF POWER INDUSTRY 


Mr. Tuomas. The figures that you are now detailing 20 years ago 
were just about half that number; were they not / 

Mr. Apams. Yes, sir. 

Mr. Tuomas. Has not the industry grown 100 percent or 200 per- 
cent in the last 20 years ? 

Mr. Apams. The industry has been doubling at the rate of about 
every 10 years. 

Mr. Tuomas. That is the reason I used the figure of 200 percent in 
20 years. 
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Mr. Apams. We are going to much larger power plants, and the 
number of plants in the future will not be in the same proportion as 
in the past as related to the total load, because we will be building 
j million and 2 million kilowatt ste: amplants for future operations. 

Mr. Tuomas. The larger units are replacing the smaller ones? 

Mr. Apams. Yes, sir; “through interconnection and coordination of 
the power systems we are finding it feasible to build larger stations 
with larger generating units at a low er unit cost. 

Mr. THOM. ss. W hat do you mean, Mr. Adams, when you say that 
vorkload units antic ipated to be received for the year 1961 will be so 
many? What do you mean by a “unit” ? 

Mr. Apams. Each of those is a separate application. It may be an 
application for a new project, a permit for studying a new project, 
an amendment of an existing license, transfer of license, or any major 
action either for a new project or a chi ange in the status of an existing 
one. 

Mr. Tuomas. What percentage of your new work units in this par- 
ticular field are matters of serious concern which is going to demand 
Commission attention, and how many of them are settled by agree- 
ment ? 

Mr. Apams, About 40 percent to 50 percent of the total items shown 
there are in the major project category. 

Mr. T — As. Would it be that high? Forty percent? 

Mr. Apams. Yes, sir. ‘They run 40 to 50 pending applications in 
the major projects each “es 

We have pending today, or as of June 30, 1959—the last check on 
this—42 major applications and 19 prelimin: ry permit applications, 
fora total of 61, with an ultimate capacity of around 11 million kilo- 

vatts. We have a constant backlog in that group of applications of 
it least 50 to 70, and it will vary from year to year. There are al- 
ways some cases that seem to drag out over a period of years. 


UNLICENSED PROJECTS INVESTIGATIONS 


Mr. Tromas. I notice your unlicensed projects. We talked about 
thata while ago. Your increase, really, is in this field. For years and 
years you had only one or two people working on this; did you not? 

Mr. Apams. Yes, sir: we had—— 

Mr. Tuomas. And, now, you want to jump it up to about 9 or 10 
men. Is that the result of requests for information from two of the 
kgislative committees ¢ 

Mr. Avams. I would not say that is the only reason, although we 
were asked by those committees what we thought would be a reason- 
ible program to bring under license these 500- odd projects, or at least 
to investigate all of them to determine which ones should come under 
license. 

Mr. Tuomas. You state in your justifications as follows: 

For several years past, work in this activity has been rather insignificant, 
imounting to about 2 man-years per year, and generally has been confined to 
cases started many years ago. 

Mr. Apams. Yes, sir. 

Mr. Tuomas. I have a footnote which asks why. 
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Mr. Apams. Well, for several years past we have been requesting 
funds to increase this activity, but the -y have not been allowed. Last 
year, however, we were able to step it up slightly, as shown on the lar 
summary table. It is not there as a separate item, but etwaee 1959 
and 1960 we increased the manpower about 4 man-years 

Mr. Txomas. Why step it up last year and why this year, when for 
ye SS years you paid it no attention ? 

‘ead from your language as follows: 

From a recent survey it was found that there were, as of March 1958, 559 
existing hydroelectric plants of 1,500 kilowatts or more capacity and seyera| 
hundred smaller plants which are not under Commission license. 

What can you do about it, and what do you intend to do about it? 

Mr. Apams. I think if we proceeded on an orderly basis with these 
cases on a basinwide and regional basis we would find that many of 
these will come in gradually. It is going to be a difficult process in 
some cases. 

Mr. Tuomas. Are you not inviting a lawsuit in every case you 
touch? 

Mr. Apams. I do not believe we are in all of them. Mr. Gatchel] 
could probably judge that better than I, but we have within the work 
program for 1960 and 1961—the 22 cases we mentioned as starting in 
1960—several cases on which the Commission has already made a 
finding. 

For instance, on the Kennebec, which has 13 projects in this group, 
the Commission made a finding in 1954 that the river is navigable to 
Moose Head Lake, at the head of the river, and that decision was made 
in connection with the Indian Pond project which is now being con- 
structed under license, but the other projects in that same basin have 
not been licensed. 

Mr. Tiromas. If you were to leave these plants in status quo, before 
you began to take a look at them, would that disturb the ec onomy of the 
country ¢ 

Mr. Apams. No, sir: I do not think so, but here is a case where 

Mr. Titomas. If you change the status quo, would you be disturbing 
the economy of the section / 

Mr. Garcuett. You are spending a great deal of money for flood- 
control projects and those expenditures have been going on for some 
time and we expect that they will continue. 

As you get into these upper reaches where you are putting up the 
flood-control projects, if you come across a project whic th is operating 
without requisite Feder ‘al authori ity and it should be shown to be sub- 
ject to the Federal Power Act and ‘River and Harbor Act of 1899, and 
the status of that plant has not. been determined, it can cost the United 
States a quite considerable sum at that time to take that plant over by 
way of condemnation; whereas, if you had determined its status and 
found it was subject to jurisdiction, then the Commission could pro- 
vide for flood control with that much less cost to the United States. 

Mr. Tuomas. Certainly, the Commission knew of the existence of the 
plants 20 years ago, and you did nothing then. So, why do it now? 

Mr. Garcnent. They made their study in 1939 and 1940 to find out 
what plants were actually occupying streams and whether they were 
subject to Federal jurisdiction or not. So, there has been information 
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since that time, but it is the fact that when you have these Federal 
improvements and you are improving streams for comprehensive pur- 

s by the United States as well as by others, these questions come up, 
and we have to carry out the law as the Congress passed it. 

Mr. Tuomas. Is there any such thing as the statute of limitations 
jn these cases. 

Mr. GATcHeELL. It has not run so far. 

Mr. Kuykenpautz. Mr. Chairman, the longer we wait to do this, 
the more difficult it is to do, and the more expensive it is, because of 
the absence of records and so forth. 

Mr. Tuomas. I could not agree with you more. 

Mr. Kuykenpa.u. It is not fair, I do not believe, for some projects 
to be licensed, and the many others that should be licensed not to be 
licensed. Everybody who has a hydroelectric project should be 
treated the same way. They should all be treated equally because 
what the law provides 

Mr. Evins. Can you be reimbursed by the Corps of Engineers for 
any studies or reports that you provide them? In other words, if 
the Corps of Engineers calls upon you to make a study or report, 
are you reimbursed ¢ 

Mr. Kuykenpaty. No; that is not reimbursed. 

Mr. Apams. We do that work for them under the Flood Control 
and River and Harbor Acts for which funds are provided in the 
budget. 

Mr. Botanp. How many unlicensed projects do you have in the 
Connecticut River Basin ? 

Mr. Apams. We do not have that in this particular program. All 
of these in this program for 1960-61 are in Maine and New Hamp- 
shire. Hflowever, we can give you the figure for the Connecticut River. 

Mr. Bo.anp. Following up the line of questioning by the chairman, 
What good would it do if you licensed them? What are you going 
todo about it ? 

Mr. Gatcuetnt. To give you an illustration, on the Connecticut 
River at Holyoke, the Commission did go into an investigation there 
and told the water-power company that it should have a license. 
They started to make an investigation to see whether they should 
rebuild or just try to improve their then existing dam. We had quite 
ahearing up there and, as a result of it, they have put in a very much 
better project at Holyoke than they had before. Incidentally, as a 
part of that, they have very greatly improved their public relations. 
The impetus is not there on them to do it if they can get along without 
spending any money, and nobody is paying any attention to them. 
They say “Why disturb us?” 

We go in and take a look at it and say, “This is not an economic 
development,” and public opinion really forces them to do something 
about it. 

Mr. Bonanp. If it were an unlicensed project in the first instance, 
how can you go in and get a look at it ? 

Mr. Gavreneni.. We have a right under the Federal Power Act to 
make an investigation to determine if the law is being violated. That 
ishow we start into these unauthorized projects. 

Mr. Botanp. How would they be violating the law in this instance? 
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Mr. Garcuety. They were occupying navigable waters of the 
United States at Holyoke, and that is usually the basis upon which we 
find Federal jurisdiction of these projects. They are operating on a 
stream that is subject to the jurisdiction of Congress. The longer you 
wait the more chance there is that you are going to find w itnesses who 
should testify today have died and are not available next year. That 
has happened time and again, when you lose men whose testimony js 
very pertinent to what you are doing. 

I think the whole concept, though, really, to get back to it, is that 
the water resources should be developed in the manner where the 
public will get the greatest benefit from them, power development, 
incidental munic ipal_ uses, or whatever else might be possible. That 
concept cannot be carried out when they used to do this power de- 
velopment on a haphazard basis and they put in many plants which 
were not then economical and are not economical today. 

This provision is in the Power Act for the specific purpose of see- 
ing what the Commission can do toward securing comprehensive 
development. 

Mr. Apams. We do not intend to imply that any or all of the exist- 
ing projects are going to be found to be uneconomical or improperly 
developed, but until we do make these investigations we are not really 
fully carrying out the intent of the Federal Power Act to the effect 
that the Commission will safeguard the power potential of our rivers 
now and in the future. If we found that any of these projects should 
be redeveloped in order to get the best potential power development 
of the site, the license would provide that at an appropriate time there 
should be a redevelopment. 

There is another case that I think is of interest. Sometimes these 
projects are investigated at the request of a State. One of these came 
up on the Androscoggin River in Maine and New Hampshire as the 
result of a declaration of intention filed by the New Hampshire Water 
Resources Board, which wished to dev elop the Errol stor age project 
in the headwaters of the river. However, in trying to work out plans 
for such development, and for collection of downstream benefits from 
some 21 projects, the problem came up of the license status of these 
downstream projects. 

If we licensed them, an assessment could be made for the down- 
stream benefits under section 10f of the Federal Power Act. 

If the Commission made a finding in connection with the applica- 
tion that the Errol project was subject to Federal jurisdiction, then 
all projects below would also be subject to jurisdiction. But they do 

not always come in voluntarily. We have written letters to all of 
the owners of downstream plants, calling this matter to their attention, 
and we would expect under this program that that would be one of 
the cases we would follow through on. 

Mr. Botanp. There is no question but what you have the power to 
do this if they are operating on navigable streams subject to the jur- 
isdiction of the Congress and the U.S. Government. You can tell 
them that they must have a license ? 

Mr. Apams. Yes: but that takes manpower, and time, and you have 
to send people into the field and make a field investigation in order 
to get a record that will stand up in court if it is taken to court. 
We do not have that information for all of these 22 cases. We have 
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some of it on some of them, but we feel we must have more manpower 
if we are going to carry out a program that is really effective. 

Mr. Ruopes. One of your pending licensing cases is the Bridge 
Canyon case involving applications by the city of Los Angeles and 
the Arizona Power Authority for the construction of a power-pro- 
ducing facility there. At what stage is this case ? 

Mr. Apams. That case has now reached the point where we have 
a complete application from the State—the Arizona Power Author- 
ity—and we have, you might say, an incomplete application from the 
city, but. we expect before the end of this month to have a complete 
new application for a specific project. We have talked to both appli- 
cants about the need for a hearing and it is likely that sometime in 
the next 2 months—probably the middle of March—we will set a 
hearing on that case. 

Mr. Ruopes. Will this be the only hearing you will have prior to 
the conclusion of the case ? 

Will this be a hearing on the merits? 

Mr. Apams. It will be a hearing on the relative merits of the two 
projects preenerss and the question of which one is best adapted to 
acomprehensive plan, and other aspects of the applications. I would 
assume for the moment that the hearing will be held here, but it is 
possible that a hearing might be requested in the field. 

Mr. Ruopes. You do not ever refer anything like this to a hearing 
examiner ; do you ? 

Mr. Apams. Yes; this would be held by an examiner either here or 


in the field. 


RELATIVE WORKLOADS IN THE POWER AND GAS FIELDS 


Mr. Evins. My impression is that whereas the natural gas industry 
is growing and your work in that area increasing—and the same is 
true for other commissions and other agencies and even in your own 
agency—the activities of the Power Division under your jurisdiction 
are diminishing. You had 130 man-years last year, 127 this year, and 
now 127 again. In other words, this is just sort of a status quo. You 
are not aggressive. You are not pushing forward. You are just sort 
of existing over there. 

Mr. Apams. I recall, Mr. Evins, we discussed that subject at our 
hearing last year and [ think we did agree that the work under the 
Power Act has been declining—at least, in the manpower available 
for it—but the work in such things as licensing of hydroelectric 
power projects and headwater projects has been increasing. We have 
statistics which show that there has been a very sharp increase in 
work under part I of the Power Act. In the electric power industry 
activities, though, we have been going along at a fairly uniform rate 
for some years and we have found that that is generally adequate to 
keep up with the demand in the power fields; that is, the demand for 
attention by the Commissioner’s staff. 

Mr. Evins. In other words, the electric utility industry of the coun- 
try has spent a lot of money propagandizing and writing it off as an 
expense, and it is perfectly willing for you to be inactive over there, 
and just gorightalong? Itsuitsthem all right. 

Mr. KuyKenpatu. Mr. Evins, there is one big difference between our 
regulatory work in connection with the two industries. We have such 
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a vast amount of rate work in the natural gas industry whereas we 
have very, very little rate work in the electric power industry becanse 
we do not have the long-distance transmission of electricity and the 
wholesaling of it that we do have in the natural gas industry. So, our 
rate work and our rate filings by virtue of the nature of the electric 
business are much less. 

Mr. Evrns. Have you transferred some of your personnel or staff 
from the Power Division to the Gas Division ? 

Mr. KuyKkenDatu. Yes, sir; we have. 

Mr. Evrns. That has been true over the past few years? 

Mr. KuyKenpatn. Yes, sir. 

Mr. Avams. I think we have been fairly stable in the power work 
for some 5 or 6 years, but back in the late 1940’s and up to about 
1952 and 1954, I think there was a substantial change. 

Mr. Evins. You want us to support you against any erosion of your 
division, Mr. Adams? 

Mr. Apams. I would appreciate the support, but the Commission 
has had a problem in getting both jobs done. I was quite disturbed, 
and resisted the idea of cutting into power work in the 1940's, but the 
Commission had a tremendous gas load and did not have enough funds 
to do both. 

UTILITY RATE CASES 


Mr. Evins. How many rate cases in the utility field do you have 
pending ? 

Mr. Apams. Mr. Kallina has those. 

Mr. Katrina. We have shown in our statistics here that at the end 
of fiscal 1959 we had eight cases and we expected to receive four this 
year, of which we have received, I believe, two. 

Mr. Evins. What isthe nature of those eight that you have pending? 

Mr. Kaira. They are primarily increases filed by the companies 
for changes in their rates, similar to what they do under the Natural 
Gas Act on changes in their rates. 

Mr. Evrns. You think you would probably have four more this 
next year? 

Mr. Karuna. That is right; we estimate four each year, and we 
are able to hold that workload very consistently. 

Mr. Evins. Are you doing any work on your own? In other words, 
have you initiated any activity with reference to looking into their 
rate structures, profits, costs, or any accounting work? 

Mr. Kuykenpatu. We are asking for more people for this field 
that we are talking about. On the hydroelectric projects, we are 
talking about bringing under license the unlicensed ones and that 
would take about one-half of our requested increase. The other 
would go into studies of these headwater-benefit determinations which 
are important. 

Mr. Evins. I know about these unlicensed projects, but I am talking 
about the big utility companies. Are you having any audit of their 
books or their rate structure, or have you initiated any action along 
that line? 

Mr. Karina. On May 9, 1958, we initiated an investigation of the 
Southern California Edison Co. which was brought about. as the result 
of a complaint by the city of Colton, Calif., and on September 11, 1958, 
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ye initiated an investigation into the Brazos River Authority as the 
sult of a complaint of the Brazos Electric Cooperative, Inc. 

Those are the only two we have now which we initiated. 

Mr. Evins. I noticed in the press recently that a municipality in 
Florida had pulled out of the Florida Power & Light Co. because the 
rate structure was so high, and proposed to operate and maintain 
their own municipal system. 

Did you look into that situation 2 

Mr. Katina. I do not believe that is a part of our jurisdiction, 
That particular matter you are talking about I am not familiar with. 

Mr. Ratnwarer. Florida Power & Light is not a jurisdictional com- 
pany. The Florida Power Corp. is, but not Florida Power & Light. 

Mr. Evins. What is the difference between the Florida Power Co. 
and the Florida Power & Light Co. ? 

Mr. Rarnwarer. Well, I believe the difference is that Florida 
Power & Light does not have any interstate transmission of power 
whereas Florida Power Corp. does. 

Mr. Karuna. They are two separate and distinct companies. 

Mr. Evins. We ll, in other words, in the last 2 or 3 years you have 
made a couple of studies of the rate structure of the private utility 
companies and both of those were on complaints of either consumers 
or the cooperatives ? 

Mr. Katina, One was the Brazos River Authority, and the other 
was on the basis of the complaint by the city of Colton. 

Mr. Evins. In other words, you are not going out looking into their 
rate structures independently the same as the gas operation ! 

Mr. KuyKenpaALL. We are asking here now for six more positions 
for licensed project accounting work. 

Mr. Tuomas. Is that figure six or three? 

Mr. KuyKenpa.i. It issix. That is contained in my opening state- 
ment. 

Mr. Tratnor. Six positions. 

Mr, Evins. Mr. Chairman, either on or off the record, I respect you 
and I respect this C ommission, but I wonder if the power companies 
do fear your decisions / 

Mr. KuyKenpau. Well, practically all their rates, as I told you, are 
subject to State regulatory control. We have jurisdiction over their 
accounting if they are interstate ¢ ompi anies. 

Mr, Evins. Most of them are interstate companies; are they not— 
the great volume of them ? 

Mr. Apams. Yes; the bulk of the industry, I think, is an interstate 
business. 

Mr. Kuykenpaun. Mr. Rainwater could tell you how many people 
he would like to have for this accounting work. 


ACCOUNTING WORKLOAD 


Mr. Evins. Will you tell us about your problem? I am interested, 
Mr. Rainwater. 

Mr. Rarnwarer. We certainly could use more people on our elec- 
tric accounting regulation, but we have this situation, as I see it, and 
thet was the situation when we prepared our budget request. Our 
greatest. arrears, so far as workload is concerned, is in this licensed 
project cost work, and we have asked for five more people there. We 
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are a number of years behand insofar as our licensed cost work jg 
concerned on our licensees. 

On the gas accounting regulation we also are in arrears in our work 
there on vetting property accounts up to date, and we have asked for 
four more people there. 

Now, the problem as we saw it in asking for additional people 
over that number was that we would not be able to take on, based 
on the size of our present staff, only a limited number in order to 
orient them and train them and fit them into our present staff. Ty 
other words, we made our request on the basis of the two fields ; in 
which we thought we had the greatest arrears insofar as work js 
concerned. But, I certainly feel that there is a great deal more that 
we could and, perhaps, should do on the accounting regulation of 
the interstate utilities if we could get the staff to do it. 


POSSIBILITY OF RELIANCE ON CERTIFIED PUBLIC ACCOUNTANTS OF COMPANIES 
FOR AUDITS 


Mr. Kuyxenpatt. Mr. Evins, I might tell you this, and I do not 
think there is any reason why I should not: 

The Bureau of the Budget has taken an interest recently in our 
accounting work and has sent people to our office to analyze what 
we are doing. Their thought has been that we could get the account- 
ants, certified public accountants for these companies to certify—and 
to do some of this work, and if it is certified, then it should be reliable 
and we could use it. Those studies are going ahead, and I know Mr, 
Rainwater and Mr. Trainor are cooperating with the Bureau of the 
Budget. We are working on this and I hope we are going to dem- 
onstrate to the Bureau that we are looking at this work intelligently 
and properly and should have more manpower which will be used 
sensibly. On the other hand, if the Bureau of the Budget demon- 
strates to us that we can make improvements, we will do it. But,I 
think we are in the process of getting somewhere on this matter, 
do you not, Mr. Rainwater, and Mr. Trainor? 

Mr. Trartnor. Well, I think we are. We are going out in 
the field next week and just observe exactly what the men are doing 
and see if we can improve their approach. Of course, as far as get- 
ting CPA’s to do the work, that involves a matter of fee, and they 
have limited staffs also. So, I am not too optimistic about how far 
we can go in that particular approach. 

Mr. Evins. You have the recommendation of the Bureau of the 
Budget, but would these auditors be company employees or independ- 
ent separate auditors contracted for and employed by the utilities? 

Mr. Tratnor. I think it is the impression of the people in the 
Bureau of the Budget that we could get the company auditors to do 
more for us in the way of preparation of working papers, and so on, 
and to an extent we could rely more on the audits by independent 
CPA/’s. 

Mr. Evrns. I think, too, like the Bureau of the Budget, that if you 
should ask the accountants for more reports and more audits, that they 
would of necessity furnish them and comply with the Commission's 
request. 
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Mr. Trarnor. We are doing that, and we are doing more of it. We 
are putting considerable emphasis on that, and we want to go as far as 
we can in that respect. 


REDUCTION IN REQUEST FOR ADDITIONAL AUDITORS 


Mr. Evins. Did the Bureau of the Budget turn down or deny your 
request for more auditors and more employees in this field by advanc- 
ing this other proposition ? 

r. Rarnwater. They gave us, roughly, one-half of what we re- 
uested, or asked for, aatae as licensed project costs were concerned. 
They gave us just about one-half of what we asked for. 

Mr. Evins. How many did you ask for this work ? 

Mr. Rarnwarer. I believe we requested for the licensed project 

work a little over 9 man-years and they gave us five. I do not know 
what consideration they gave in that decision to any possible help from 
the public accountants. We have had that problem under considera- 
tion for quite some time with the idea if they could give us help that we 
would be glad to take advantage of it as far as possible. We got out 
their work papers and investigated and to some extent we have used 
their working papers. 

I am not personally too optimistic that we will get a great deal of 
assistance along that line, mainly for the reason that it w vould involve 
additional cost. In each case, in order for them to give us any sub- 
stantial help they would greatly have to expand their audit program 
which would mean additional cost to the company. In most of the 
instances where I have talked to company people they are not happy 
about any prospect of increasing their audit costs. 

Mr. Tromas. Gentlemen, let us suspend until 1:30, and when you 
come back, I hope you can have one of your hearing examiners with 
you and, perhaps, continue this discussion. 

Prepare yourself to comment upon the practical situation of the 
State regulatory bodies looking into the rates of power, and so forth. 
What can you do to implement their efforts and how much do they 
call on you for help ? As a practical matter, you cannot go against 
the wishes of a State regulatory body very profitably, can you? 

Mr. Kuyxenpau. It would probably cause litigation. 


AFTERNOON SESSION 
Mr. THomas. Gentlemen, will the committee please come to order ? 
Execrric Power Inpustry 


When we adjourned, we were discussing generally electric power. 
Let us make a record on that. 

Mr. Reporter, put pages C—1, 2, and 3 in the record. 

(The pages referred to follow :) 


SEcTION 2. ELECTRIC POWER INDUSTRY 
Discussed under this activity heading are the Commission’s responsibilities 


in the broad field of electric power. The substantive work relates to rates, 
cost studies, accounting actions, corporate regulation, adequacy of power sup- 
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ply and transmission to markets, and statistical publications. 


: The man-year 
requirements and personal services costs are summarized as follows: 











te 

Fiscal year Man-years Salaries 
seach caniicnrncaticitutetes ‘ 130. 0 $049, 661 
1960. ..--.----~---------------+++-------=------- rih-tee-te spore? 127 oA 928, 900 
lh cetiaanaaeetie we cnenccccescoce cceecesoccecece=- eee nec cee---- “i.v 928, 900 
chennai nonsense 

A. RATE CASES 

Se 7 — an aad aa om . a i olen 
Fiscal year On hand | Number Workload Number Man-years | On hand 
| Ist of year | received | completed | end of year 
emit Spars PY 5 10 2 5.4 | 3 
BS cheloes sailed . 8 f 12 4 7.1] ” 
pla ot te 71 4 11 | 7.1] 6 








These cases arise out of filings made under section 205 of the Federal Power 
Act which, if allowed, would appear to result in excessive, preferential, or dis- 
criminatory rates. Cases under section 206 are premised on complaints filed 
by customers, regulatory bodies, or at the instance of the Commission itself 
where existing rates or practices appear to be unlawful or unduly discriminatory 
or preferential. The estimated number of cases to be received in fiscal years 
1960 and 1961 is based on the actual receipts in fiscal years 1958 and 1959, 
Estimated disposition of cases for fiscal 1960 and 1961 is premised on the per- 
formance in 1959 with provision for cases with more complexity. 


B. RATE FILINGS 


Fiscal year | On hand Number | Workload Number Man-years | On hand 
Ist of year | received | completed | end of year 
en a -—- coin widen 
1959_..__- a . 25 | 695 720 702 8.3 | 18 
1960____- : 18 150 168 150) 6.0 | 18 
1961_. a ihiedainaiads 18 | OO 46S 150) 6.0 18 





Since the timing and number of rate filings under section 205 of the Federal 
Power Act are completely within the province of the electric utilities, the 
Commission has no control over the volume of this activity. Unless there is 
Commission action within 30 days after receipt, the filing automatically goes 
into effect. As each filing must be analyzed by the staff and reported to the 
Commission, it is essential that sufficient personnel be available to adequately 
advise the Commission with repect to each filing to permit proper and timely 
Commission action in each case. 

The estimated receipt of 450 filings for each of the fiscal years 1960 and 1961 
is based on the 695 received during fiscal 1959 after adjustment for an abnormally 
high number of filings received from 1 company. The man-years estimated for 
fiscal years 1960 and 1961 affords substantially the same rate of performance 
per man-year as that experienced in fiscal 1959. 


C. ENFORCEMENT OF UNIFORM ACCOUNTING 


Man-y¢ 
| J 
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studies 
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Reclassification and original cost studies 





7-_— i ee ee ee a a 


' 
Fiscal year | On hand | Cases Workload | Completed | Man-years | On hand 
| lst of year | received end of year 
———ee—— See 2s Lae ee ee 2 he ee 2 ee eee 
1959 ; 16 1 17 0 0.3 17 
1960 eee ee cceesoceose= 17 2 19 0 3 19 
1W6l...--------------------+---- 19 2 21 0 3 21 





Due to the iack of available staff, field examinations of reclassification and 
original cost studies had to be suspended several years ago. During the fiscal 
year 1959, no field examinations were made of filed original cost studies of 
electric utility companies, and it is expected that during the current fiscal year 
work will be limited to the presentation to the Commission of staff recom- 
mendations upon cases for which field examinations have been completed but not 
formal action yet taken by the Commission. There are 17 pending cases on 
which no fieldwork has yet been done. Each year a few additional studies are 
filed as companies become subject to jurisdiction as the result of mergers, con- 
solidations, etc. 

Although it is desirable to resume field examinations of original cost studies 
of electric utilities as soon as possible, no increase in funds for this activity is 
requested for 1961 as it is proposed that staff available for original cost studies 
will be assigned to examinations of those filed by natural gas companies. More 
detailed justification of the accounting function is stated in the appendix. 


Mr. Tuomas. Let me call your attention to the bottom of page C-5. 

This activity relates to investigations of electric power utilization and de- 
mands, the adequacy of generating capacity and transmission facilities needed to 
deliver power to markets. Such information is needed— 


et cetera. 


COMPARISON OF ELECTRIC ENERGY PRODUCTION, UNITED STATES AND 
SOVIET UNION 


It might be well at this point, Mr. Adams, to give us a table show- 
ing the increase in the last 20 years and projected to what it will look 
like 10 years from now. At that point, insert in the record the curve 
or the plot showing Russian production and your general observation 
about Russia. Let us wrap it up in one spot where we can compare 
what we are doing with what the Russians are doing. 

Mr. Jonas, does that fit in here, so we can see what we are doing 
and what they are doing ? 


Mr. Apams. Yes, sir. 
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(The information is as follows:) 


COMPARISON OF ELECTRIC ENERGY 
PRODUCTION IN THE 
UNITED STATES AND THE U.S.S.R. 

emg ¥UTILITY AND INDUSTRIAL 
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Production of electric energy in the United States and U 


Year 


Inerease, present (percent): 
1975 over 1950. . __-- = 
1975 over 1959. - 


1975 over 1959, annually _- g 








[Billions of kilowatt-hours} 


oOo 


United States 


S.S.R. 


U.8.S.R. 























Net gen- | Cumulative} Margin Gross | Cumu- 
eration | Increase | increase over genera- | Increase | lative 
U.S.8.R. tion increase 
j ! — 
179, 907 | dt dnc Mranctbadeusaniaadiag CR Find te tdcactcaskes. 
271, 255 CERES lecnocdes = aseatall 43, 300 — 5,000 |... . 
388, 674 117, 419 208, 767 297, 474 91, 200 47,900 |...-- 
624, 902 80, 257 289, 024 454,677 | 170,225 19, 530 62, 430 
684, 804 59, 902 348, 926 493, 151 191, 653 21, 428 83, 858 
716, 356 31, 552 380, 478 506, 876 209, 480 | 17, 827 101, 685 
724, 752 8, 396 388, 874 491,752 | 233,000 23, 520 125, 205 
790, 000 65, 248 454, 122 528, 400 261,600 | 28, 600 153, 805 
1, 170, 817 380, 817 834, 939 650, 817 520,000 | 258, 400 412, 205 
1, 469, 124 | 298,307 | 1,133,246 | 759,124 | 710.000 | 190,000 | 602, 205 
1, 801, 884 332, 760 1, 466,006 | 901, 884 900,000 | 190,000 | 792,205 
ee re ioe te 885 |. 
ears ee or 244 | 
ib oadci . Thee ee 15.25 | 


It is obvious from the above tabulation that the margin of the U.S. production 
over U.S.S.R. production of electric energy has been steadily growing, and appar- 
ently will continue to grow for years to come. 


5S 
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Total capacity of electric generating plants and production of electric energ 
United States and Russia (including indusirial) 


Y¥ in the 





United States ! U.S.8.R.2 
—— 
sear a Production : Production 
Capacity million Capacity million 
megawatts | kilowatt- megawatts kilowatt- 
hours hours 
fa eee Fe eee 2, 987 5, 969 |. } 
ae ee TO 6, 809 | 14,121 |_- 1.900 
BE agck. ee test anna Ea sotntasl 10, 980 24, 752 : yen 
Ul , . 5, 494 43, 429 
ee gk ah wanis J 56, 559 
tcc : ek on 53, 125 
1922 . Pe AR th sconce iat a . ' 20, 468 61, 204 
1923_..- : a an Cina ; 71, 399 
a : jones ; ‘ : 75, 892 
RE A Sen Deine j 84, 666 
BEEP dascne : ‘ 94, 222 
EN aaeroaeteson . | 34, 574 101, 390 
1928...___ | 108. ORO 1, 874 5. 000 
_, ae: . = peel 116, 747 6, 200 
cs 2s : 114, 637 8. 400 
1931 109, 373 10, 700 
1932 e 42, 849 99, 359 4, 630 | 13, 500 
1933 ; . 102, 655 16, 400 
1934... on 110, 404 21. 000 
I atstoetes 118, 935 6, 830 26, 300 
1936. : 43, 582 136, 006 32. 800 
1937 __. 44, 370 146, 476 36. 200 
1938 aed 46, 873 141, 955 8. 700 39, 400 
1939... : 49, 438 161, 308 43, 200 
1940__. ‘ ‘ 50, 962 179, 907 11.000 48. 300 
1941__ 53, 995 208, 304 
1942 57, 237 233, 146 it 
TD scons 60, 539 267, 540 <a 
1944 62, 066 279, 525 = 
1945 — 62, 868 271, 255 10, 700 43, 300 
1946 : 63, 066 289. 090 48, 600 
1947 _- ‘ 65,151 307, 400 | 56, 500 
1948 69,615 336, 809 18, 000 66, 300 
1949_ 76, 570 345, 066 20, 000 78, 300 
1950 : R2 RAD BRR, 674 22, 400 | 91, 200 
1951 90, 127 433, 358 23 AOD | 104, 000 
1952 97,312 463, O55 25, 250 119, 100 
1953 107, 354 514, 169 23, 602 | 134, 400 
1954 j 118, 885 544, 645 32,815 | 150, 695 
1955 130, 414 624, 902 ‘7, 236 | 170, 225 
1956 : 137, 342 684, 804 $3, 350 191, 653 
SOT <n 146, 221 716, 35 48, 350 200, 480 
1958 160, 651 724, 752 53. 000 233, 000 
1959 (preliminary) 790, 000 59, 000 261, 600 
1 From Historical Statistics of the United States for Years 1902-38. Data for later years are from Federai 


Power Commission statistics. 
2? From the United Nations, Economic Commission for Europe, Electrical World, Electrical Engineering, 


and various other sources 


Mr. Tuomas. For 1959 you had 139 positions for electric power 
industry and in all aspects of it—rate cases, filing, enforcement, uni- 
form accounting, corporate regulation, power, supply, and all your 
various studies. Last year it was 129 and it remains 129 this year. 


ELECTRIC POWER RATE FILINGS 


It looks well to pay attention to the table on top of page C-2, 
“Rate filings.” 

In 1959, you had 25 on hand at the beginning of the year; 1960, 
you had 18, and you estimate 18 for 1961. The number received was 
695 in 1959, 450 for 1960 and 450 for 1961. Just what is a filing? 
These rate filings cover your hydroelectric plans and your steam 
plants, Government-owned and private-owned. This covers them all! 
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Mr. Kauirwa. Not Government-owned, sir, just privately owned. 
This is not Federal projects. 

Mr. Tuomas. How many Federal projects are there all told? 

Mr. Apams. We discussed that this morning. We will furnish it 
for the record. 

Mr. THomas. We did not go into the number of Government-owned. 

We went into the number of privately owned steam plants, hydro- 
eectric plants. We mentioned a figure of 500 not under license and 
we came up with a general figure in the neighborhood of a thousand 
altogether. I pr esumed that included Government-owned plants. 

Mr. Apams. Yes. 

Mr. Tuomas. Roughly, what is the number of Government-owned 
plants ? 

Mr. Apams. I think I said this morning about 100 possibly. 

Mr. Tuomas. Is that Government-owned or privately owned ¢ 

Mr. Apams. Government-owned. 

Mr. KuyKenpatu. That was his guess. 

Mr. Tuomas. What was the number of steam plants privately 
owned? Was that the figure you used, 300? 

Mr. Apams. That was industrial plants. 

Mr. Tuomas. Three hundred? 

Mr. Apams. I said several hundred. It may be 200 or 400. I would 
like to look it up. 

Mr. Tuomas. What constitutes a filmg and how important are these 
filings ? 

Mr. Katiina. Pursuant to the Federal Power Act, anytime any rate 
on file with the FPC for the transportation or sale of electricity in in- 
terstate commerce is to be changed, they must make that filing with 
the Commission before the change is allowed to go into effect or it m: Ly 
be suspended with the Commission, similar to the Gas Act, for a period 
of 5 months, then put into effect at their desire. 

Mr. Tuomas. When you go varying the rates up, it becomes pretty 
important, does it not ? 

Mr. Kaira. Yes, sir. 

Mr. Tuomas. If the rates are going down, no one screams about 
that. Any time you take money from people, that is another question. 

What percentage would you say of these filings vary the rates up- 
ward and what percentage downward 

Mr. Kuykenpau. Mr. C hairman, there are a considerable number 
of them that would not be necessarily either. They are changes in the 
manner or form or kind of service. 

Mr. Tuomas. Even though these come under the broad classifica- 
tion of rate hearings, do they all deal with the subject of rates or does 
it deal with something else besides rates ? 

Mr. Karina. It deals with the change in the rate filing, but it may 
not deal with the dollars and cents at all times. It may deal with dif- 
ferent delivery conditions, the type of service. 

Mr. Tomas. What percentage of them then ever require Commis- 
sion action ¢ 

Mr. Katiina. They all require Commission action. 

Mr. Toomas. In the w ay of oral argument or time of the Commis- 
sion, or is it by agreement ? 
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Mr. Karina. No, sir; most of these are resolved by agreement with 
the companies. 

Mr. Tuomas. What part of them are controversial; 10 percent of 
your estimated 450 filings? 

Mr. Kaira. No, sir; about 1 percent. 

Mr. THomas. Ninety -nine percent of it is routine, then ? 

Mr. Katina. That is correct. 

Mr. Tuomas. And it takes about six people to handle this particular 
workload ¢ 

Mr. Katurna. About 450 filings a year 

Mr. Tuomas. Is that about 75 per year, ‘about 6 per month per man? 

Mr. Kauirna. This involves all classes of employees in addition to 
the engineer. It involves such legal talent as may be necessary, It 
involves the clerical talent necessary to prepare the reports to the 
Commission. 

Mr. Tuomas. It has to gothrough the regular routine? 

Mr. Katurna. That is correct. 

Mr. Tuomas. How do you figure out these man-years required? 

Mr. Katina. We keep time. 

Mr. Tuomas. Could you have somebody in the Legal Division tak- 
ing a look‘at it and some in your auditing organization taking a Jook 
at it ? 

Mr. Karurna. We keep time records on the various jobs that are 
performed and then at the end of the year we compile, that is, Mr, 
Cashell’s office compiles cost and shows us how many man-years were 
expended against the different types of activities. 

Mr. Tuomas. Do you have any weak spots in this great Division? 

Mr. Katina. Electric rate work ? 

Mr. Tuomas. Yes, 

Mr. Katirna. No, sir. 

Mr. Tuomas. Everyone is happy and nobody is worked to death? 

Mr. Katirna. Yes; they are worked to death because we use a lot 
of them on gas work, too. 

Mr. Tuomas. Let’s stay with electric power. 

Mr. Katina. Electric or gas rate filings may be handled by the 

same people, it doesn’t make much difference. 

Mr. Tuomas. You are all ambidextrous in that regard ? 

Mr. Kariina. We are very ambidextrous. 

Mr. Tuomas. This is a great indus try and it is still growing. 

Mr. Katina. We hope so. These rate filings have the same 30-day 
time limit as do the gas. 


GATHERING AND ANALYSIS OF BASIC DATA 


Mr. Tuomas. Your biggest section in your whole electrical group 
is your gathering and analysis of basic data, is it not? You have 45 
people there. 

Mr. Karuna. I will have to defer that. That is not my business. 
I believe that is Mr. Rainwater’s. 

Mr. Rarnwarer. That is about half the people on my staff and the 


other half, I believe, generally are the people on the Bureau of Power 
Staff. 
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That covers the work on the annual reports, all of the various sta- 
tistics that are prepared upon the electric industry. 

Mr. THomas. Does this cover the gas industry, too? 

Mr. Rarnwarer. Not in this; no, sir. The various publications 
that we have are listed under C-—9, which is the result of all the work. 
Itstarts at the foot of C-8 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. What are the man-years used in the Gas Division on 
basic data analysis of your statistical work and collecting it generally ? 
I think it is even greater than this, is it not? 

Mr. Kauiina. No, sir. 

Mr. Tuomas. There are five. 

Mr. Rainwater. D-13 is where it shows up. 

Mr. Tuomas. I am looking at the table. It shows four times as 
many in the electrical industry. When are we going to get through 
gathering this basic data? That word “basic” means something. 
Do you mean what was basic 5 years ago was not basic last year ? 

Mr. Rarnwarer. I believe one of the distinctions, Mr. Chairman, is 
we have in the Commission the responsibility under the Power Act 
to collect data on the whole electric industry. In the case of the 
natural gas companies, it does not have a like responsibility. The 
only data that we collect on the gas industry are those companies that 
are subject to the Commission’s jurisdiction. In other words, the 
pipeline companies. 

Mr. Tuomas. This basic data is basic every year? Wehave got to 
get that same data every year ? 

Mr. Ratnwarter. Yes, sir. 

Mr. Apams. Mr. Chairman, it isnew data every year. 

Mr. Tuomas. Let us change the wording. Let us put in there next 
year “new basic data.” Then we will argue about when does basic 
data become new and when it becomes old. 

Mr. Apams. The industry gets a year older every year. We try to 
keep up with the times. 

Mr. Karuna. One of the reasons for the smaller expenditure in the 
gas industry is the fact that the Commission is not a primary statistical 
gatherer for the gas industry. That has been done for years, before 
the Commission was even or ganized, by the Bureau of Mines. There- 
fore, we rely a lot on their statistics, whereas in the electric power 
industry, with which I have very little to do, I believe that we have 
prime responsibility to acquire statistics. 


RELATION TO STATE REGULATORY BODIES 


Mr. Tuomas. Mr. Evins raised a very interesting question just 
before lunch and that is the function of the various State regulatory 
bodies and how the Commission fits its jurisdiction into theirs and 
keeps peace and harmony and everybody happy. 

Mr. Kuyxenpauu. Assuming that we do such, I point out that the 
Federal and State laws are designed and the courts have held—they 
are to complement each other and not to bring about conflict 

By and large, I think that that is true. 

Mr. Tuomas. Off the record. 
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( Discussion off the record.) 

Mr. Kuykenpatt, Our rate regulations, for instance, is over gales 
in interstate commerce for reaale over which clearly the States do 
not have jurisdiction. They do, in turn, have jurisdiction over the 
direct sales to consumers, which sales comprise the great ms Ljority of 
the gross income of the electric utilities. 


UNIFORM SYSTEM OF ACCOUNTING 


In accounting there is opportunity for conflict but, as you say, the 
Federal regulation would supersede the State in case of conflict. 

That has been pretty well worked out by the uniform system of 
accounts, which is adopted by most all States and is very similar to 
the Federal Power Commission system of accounts. 

Mr. Tuomas. In fact, the State regulatory bodies depend to a great 
extent upon your accounting systems, particularly on the facts and 
figures and information that exist beyond their State jurisdiction, 
They have no authority to go get it, so you get it and supply it for 
them. Isthat not true? 

Mr. KvyxKenpauu. I assume we have done that a great deal 
the past. 

Mr. THowas. A company operates in four States, say, and one of 
the four States relies upon you to get the information as to the 
company’s costs in the other three States because that cost is an element 
in figuring out the cost in the fourth State. That is where the Fed- 
eral Power Commission really comes into the picture on an accounting 
basis, is it not ? 

Mr. Kuykenpatu. Yes; in original cost studies. 


BACKLOG OF ORIGINAL COST STUDIES 


Mr. Trromas. Are you behind in this field ? 

Mr. KvyKkenDauu. Yes. 

Mr. Rarnwater. Yes, sir. We were pretty well up with this work 
until the Commission got so many rate cases that we had to shift 
some of the staff over to rate work. We have not been able to pursue 
our work on the original cost studies very much in the last few years. 
That is one of the things I mentioned this morning when I was an- 
swering a question of Congressman Evins, that when we worked out 
our budget estimate for this year there was a question of just where 
we would put the emphasis. We felt that we had a greater need to 
put it on the natural gas regulation part of it and the licensed project 
cost than the electric original cost studies. 

We did not feel we could do it all and bring on additional staff 
and train them to do the work. 

We are actually behind on the work. We have about 20 companies 
that are waiting examination. 

Mr. Tuomas. How far apart are the figures that your studies pro- 
duced from that of the companies? What percentage of variation 
exists? 

Mr. Ratnwater. When we made our original cost studies on about 
300 companies, we found that their book accounts were about 27 per- 


cent too high. In other words, we cut out about 27 percent of the 
total. 


™m 


a 





he 


of 
at 
nd 
or 
in 
of 
nt 


d- 
1g 


rk 


ue 


ut 
T- 
he 


241 


Mr. Tuomas. How long ago has that been ? 

Mr. Rarnwater. I do not believe we have done any work on them 
since e 1952. 

Mr. Tuomas. And that variation of 27 percent existed as recently 
as 1952? 

Mr. Rainwater. Yes, sir; but that was taken care of. In other 
words, on the companies that we examined that excess was eliminated. 

Mr. Kuykenpatu. What did that amount to in dollars, Mr. Rain- 
water ¢ 

Mr. Rainwater. I believe about $1,900 million is roughly the figure. 

Mr. Tuomas. I think you set that out in your justifications. It isa 
tremendous figure. 

Did that bring about any sizable reduction in rates? 

Mr. Rarnwarer. I believe that throughout State regulation the 
State commissions did take advantage of that reduction. in the rate 
base and in their various rate cases have reflected those benefits, yes. 

Mr. Tuomas. What is the sum total of the benefits dollarwise? 
What does it amount to on an annual basis ? 

Mr. Rainwater. We could estimate that using the 6-percent rate 
of return and allowing an equal amount for Federal income taxes and, 
say, 3 percent for deprec iation, it would mean they would save roughly 
annually about 15 percent of that $1,900 million annually in rates. 

Mr. Tuomas. What year was it that the country took ‘that big loss? 

Mr. Rainwater. It was during the years beginning with, or our 
study started in 1939 and they were completed about 19: 52, of the 300 
companies that we examined. 

Mr. Kuykenpatu. That is a recurring benefit every year that they 
are collected. If they are less, the public benefits. 

Mr. Tuomas. Do you intend to leave the impression that that work 
ought to be done now ? 

Mr. Kuykenpaun. Yes. I would say that part of it that is not done 
should be done. 

Mr. THomas. It would be a big saving to everybody ¢ 

Mr. Kuykenpaui. If the results were similar to those that Mr. 
Rainwater has described. 

Mr. Tuomas. I understand. Do you mean to imply that if you 
were to do this work the results would be the same ? 

Mr. Rainwater. It would be impossible to determine in advance 
how much benefit we would get from these particular companies. 

All we know is that of the companies generally that we examined, 
we found that there was some element of inflation in them. 

Mr. Tromas. Let me make a simple suggestion : if it is that import- 
ant, why do you not leave that little 500 companies alone up in New 
England that have been operating 40 or 50 years and serving the com- 
munity all this time and put your people over there doing some pro- 
ductive work, then? 

Mr. Kuykenpati. We would be very happy to get funds to do both 
or either one. 

Mr. Triomas. It looks like it is good housekeeping and good admin- 
istration to use what funds vou have wisely. If this is important and 
is going to amount to savings to people and not going to break in 
dustry it should be done every yes 
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Certainly you have people over there studying rivers that have been 
in existence for a good long time. 

I think we have known of them since about 1900 and they are not 
changing very much and they are not making any new rivers. Yoy 
have a lot of people that you could shift around. We grant you al- 
most a lump sum appropriation, where you can do almost anything 
you want to with it. There are not very many limitations in this bill 
I am not fussing, but I am just pointing out to you that you had bet. 
ter do first things first. 


NATURAL Gas INDUSTRY 


Mr. Tromas. Mr. Reporter, we will take up natural gas industry, 
D-1 through D-6. Let’s put those pages in the record. ; 
(The pages referred to follow :) 


Section 3. NaturaLt Gas INDUSTRY 


Requirements for the past year and estimates for the current and budget years 
are as follows: 


Fiscal year Man-years Salaries 
ce . . 390, 2 $2, 730, 366 
7" Aes E s. i 435.3 3, 063. 600 
eld ie se ctrnndgieiechagebas zai sibs 5 485. 1 3, 338, 900 





The manpower required to carry out the regulation of the natural gas in- 
dustry, now the Nation’s fourth largest, is beyond the control of the Commission 
since the timing and number of rate filings and applications for certificates are 
entirely within the control of the regulated companies. An adequate and compet- 
ent staff is necessary, not only to examine, analyze, and report. promptly on each 
and every filing, and to process the cases through the formal hearings and the 
courts, but such a staff is absolutely essential to develop the comprehensive 
and pertinent facts upon which the Commission must rely if it is to arrive at 
sound decisions which can be supported upon court review. 

Time is of the essence on most of these matters. Under the Natural Gas Act 
inaction or delay by the Commission can result in some rate increases becoming 
effective (within the 30-day statutory period) which should be suspended to 
permit time to determine their lawfulness. 

Unless suspended rate cases are disposed of within a reasonable time hardships 
fall on consumers and gas companies alike. The ownership of millions of dollars 
collected from distributors and in turn from consumers under suspended rate 
schedules remains in doubt. Under such circumstances the companies may 
often find it difficult to raise funds necessary for expansion since their financial 
status is in doubt until the rate cases are concluded. 

Withholding of decisions in certificate matters does delay and may even 
prevent necessary gas services to thousands of users and needy consumers. 
Since construction in large areas of the Nation can only be carried on during the 
warmer months, applicants for certificates must be given authority to proceed 
on a timely basis. 

The industry continues to expand and its spokesmen predict an uninterrupted 
future growth. During the fiscal year 1959 certificates were issued involving 
construction estimated to cost $763 million as compared to $519 million in fiscal 
year 1958. 

The so-called Phillips decision of the Supreme Court, in June 1954, overnight 
placed more than 3,000 producers of natural gas under the Commission's regula- 
tory authority. This caused an avalanche of rate filings and certificate applica- 
tions which, complicated by litigation and lack of adequate staff, so crippled 
the Commission’s ability to dispose of cases on a current basis that the Commis- 
sion has not yet been able to assume disposition of cases within a reasonable 
period. As of June 30, 1959, there wére 2,761 certificate cases and 1,833 rate 
cases on hand. 
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Taking into account the availability of additional personnel and the ability 
to train them, the additional manpower requested to carry out the regulation 
of the natural gas industry is intended to bring this overwhelming caseload down 
toa manageable number. 


A. CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


| 


| On hand 


| l 
Op hand | Number | 

















| 
Work- | Number| Man- 
Ist of | received load | com- | years end of 
| year | pleted | year 
———_-——— —_——_— — |— — — — aS 
1959 actual: | | | 
Independent producers-- -__..........- 1, 920 | 1, 803 | 3, 723 1, 216 43.2 2, 507 
BI iio n tires se cos saapee eae 289 329 | 618 364 | 74.2 | 254 
Es ico web nbn tkiacbuiuwdiels 2, 209 2,132| 4,341] 1,580 | 117.4 2, 761 
1960 estimate: | 
Independent producers. - _..........-- 2, 507 1, 800 | 4, 307 | 1, 613 | 47.9 2, 694 
RNONS ic caadkbaGiaesonsiseets 254 330 | 584 | 415 75.5 169 
So) td ee 2, 761 2, 130 | 4,891 | 2,028 |_123.4 | 2,863 
—= de —— ==} = — _ 
1961 estimate: | | 
Independent producers. --............ 2, 604 1, 800 4, 494 2, 548 61.8 1, 946 
Re Be cae 169 330 | 499 : 360 69.6 139 
II dcp tilhteiliaavevesviniete Shien eesibllamees 2, 863 2, 130 4, 993 | 2, 908 | 131.4 2, 085 
i 1 
| t 





The certificate activities include all work under sections 1, 3, and 7 of the 
Natural Gas Act. Since the timing and number of filings are at the discretion of 
the companies, the Commission has little, if any, control over the volume of this 
activity. While the rec eipt of pipeline applications appears to have stabilized 
in an area ranging from 825 to 350 annually, the independent producers receipts 
have increased on an average of 17 percent each year since 1955, with a peak 
of 1,786 applications filed in fiscal 1959 (excluding grandfathers). On the con- 
servative assumption that receipts for fiscal 1959 are representative of the ap- 
plications to be filed in future years, annual estimates for fiscal years 1960 and 
1961 were placed at 330 for pipelines and 1,800 for independent producers. 

Dispositions per man-year for fiscal years 1960 and 1961 were estimated at 
substantially the same number as those actually produced in 1959 for pipelines 
(Le, about 5 pipeline cases per man-year), with an increase in disposition of 
independent producer cases per man-year to 33 in fiscal 1960 and 41 in fiscal 
1961. The latter figure approaches the disposition of 42 cases per man-year in 
fiscal 1958. The projected figures for the 1961 budget are premised on an or- 
derly disposition of anticipated filings and the 2,761 applications pending at July 
1, 1959, so that by fiscal 1963 the carryover of cases will approximate one-fourth 
of those received in a normal year. It now appears that about 131 man-years 
will be required in each of the fiscal years 1961 through 1963 to achieve this 
goal. 

The details of the actual workload for fiscal 1959 and estiamtes for fiscal years 
1960 and 1961 broken down by pipelines and the various types of independent 
producer applications are set forth in the tabulation appearing in the eal: 

B. RATE REGULATION 

The following tabulation summarizes the cases and man-years for both pipe- 

line companies and independent producers : 





| 
| 
} 
| 





Fiscal year On hand Number | Workload | Number | Man-years} On hand 
| Ist of year | received | completed | canle of year 
1, 129 | 820 1,949 116 199. 6 | 1, 833 
1960... Adenia dte eh 1, 833 805 2, 638 817 231.9 | 1, 821 
1961..._. Se 1, 821 730 2, 551 730 269. 7 1, 821 
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(1) Rate cases— Pipeline 


Fiscal year On hand Number Workload Num bet Man-years|} On hand 
| Ist of year | received completed end of year 


65 | 51 | 116 13 69.0 | 


oo ag } 103 

1960 __- 103 iO | 153 57 Rg? 6 O% 

1961___.. uwiia snes] 96 50 | 146 50 96.2 | 96 
| | 


This tabulation covers both suspension cases and other rate matters. 
Suspensions arise out of requests for rate changes which appear to be excessive 
or would result in undue discrimination or preference. The other rate matters 
are based on complaints filed by customers and regulatory bodies or proceedings 
instituted by the Commission where existing rates appear to be excessive or 
the rates and practices indicate undue discrimination or preference. 

The 51 pipeline cases received in fiscal 1959 represented an increase of 25 
eases over those received in 1958. These increased receipts are attributable 
primarly to the increased cost of pipeline operations and claims for higher rates 
of return on investments. There is no indication of a leveling off of operating 
costs and industry spokesmen have stated that rate increase filings will be 
made in the near future. In addition, a single filing of an increased rate by 
one of the larger companies will trigger rate increase requests by as many as 
15 or more pipeline customers. Based on these facts it is reasonable to esti 
mate that at least 50 cases will be received in fiscal 1960 

In view of the continued expansion of pipeline facilities at higher costs and 


the constant rise in the operating and financing costs, there appears to be 
no grounds for assuming that requests for rate increases resulting in rate 


cases in fiscal 1961 will be any less than the estimate of 50 cases for 1960, 

The anticipated disposition of 57 cases in 1960 is based on the status of the 
103 pending as of July 1959. A number of these represent matters which were 
artially completed and on which work had been suspended until the Supreme 
‘ourt of the United States handed down its decision in the so-called Memphis 
ase in December 1958. Due to the advanced stages of completion of a number 
of these cases, and the number of those involving “locked in” periods, coupled 
with the unusual opportunities presently existing for settlement occasioned 
by the desire of the companies to clarify their rate situation in order to carry 
out expansion plans, it appears that 57 cases can be disposed of during this 
fiscal year. In order to avoid an increase in the high carryover of cases an 
ticipated at the end of fiscal 1960, it is proposed that we dispose of 50 eases 
in fiscal 1961. This will require an estimated 96.2 man-years which represents 
an increase over the fiscal 1960 of 13.6 man-vears. 

It is not expected that the unusual situation with respect to settlements will 
continue into 1961. The anticipated disposition of approximately 0.5 cases per 
man-year is considered realistic for the budget year since the supervisors and 
other employees recruited during the past vear should he sufficiently trained 
and experienced by that time to dispose of cases on a more efficient basis 

The tremendous sums involved in these rate matters make it imperative that 
the cases be disposed of as promptly as possible Of the 103 pipeline cases 
pending at July 1, 1959, 84 were suspensions involving increases of $335 million 
annually. This represents an average of approximately $4 million per case 

Under the Natural Gas Act, if a suspension proceeding is not completed it 
5 months, the applicant may move to put the increased rate into effect, subject 
to refund of charges collected in excess of those finally determined to be rea- 
sonable. Since the Commission must determine the proper distribution of 
moneys collected subject to refund an additional workload is created. Refunds 
include not only the excess collections but also interest at the rate of 6 percent 
per annum, from the date of payment by the customers of the pipeline company 


Mr. Tuomas. You had for 1959, 390 employees. You went. to 435, 
an increase of 45 for 1960, and you want 485, an increase of 50 for this 
vear. 

I believe you state in your justification that the gas industry has 
grown so much in the last 10 or 12 years that it is about the fourth 
largest industry in the country, isthat correct ? 

Mr. Karina. You are correct. 
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Mr. Tuomas. May I read this? This is good reading matter. 

The industry continues to expand and its spokesmen predict an uninterrupted 
future growth. During the fiscal year 1959 certificates were issued involving 
construction estimated to cost $763 million as compared to $519 million in fiscal 
year 1958. 

The so-called Phillips decision of the Supreme Court, in June 1954, overnight 
placed more than 3,000 producers of natural gas under the Commission’s 
regulatory authority. This caused an avalanche of rate filings and certificate 
applications which, complicated by litigation and lack of adequate staff, so 
crippled the Commission’s ability to dispose of cases within a reasonable period. 
As of June 30, 1959, there were 2,761 certificate cases and 1,833 rate cases on 
hand. 


What is the difference between a certificate case and rate case? 
DISTINCTION BETWEEN CERTIFICATE CASE AND RATE CASE 


Mr. Katina. A certificate case is an action under section 7 of the 
act whereby they must get a certificate or license before they can 
construct or operate facilities. 

Mr. THomas. That makes them a public utility ? 

Mr. Kaira. They become a natural gas company under the 
Natural Gas Act. Of course, a rate case is a rate case. 

Mr. Tuomas. That is commonly called a certificate of convenience 
and necessity, is it not? 

Mr. Katiina. That is right. 

Mr. Tomas. There is a good table here. It should be looked 
over. Your rate section on D-4 is in the record. 

This tabulation covers both suspension cases and other rate matters. Suspen- 
sions arise out of requests for rate change which appear to be excessive or 
would result in undue discrimination or preference. The other rate matters 
are based on complaints filed by customers and regulatory bodies. 

How many different gas pipelines do you have in the country? 

Mr. Katirva. Subject to our jurisdiction there are about 110. 

Mr. Tuomas. Do you have any figures on those purely intrastate? 

Mr. Karuina. No, sir. 

Mr. Tuomas. There must be considerably more than 110, are there 
not ? 

Mr. Katia. You are talking about distribution companies. That 
runs into many thousands. 

Mr. Tuomas. I was not thinking so much about distribution com- 
anies. You have a lot of short pipelines, that would serve a distri- 
bation company that is not subject to your distribution. 

Mr. Karirva. Not too many. We do have some, but not too many. 
We have a number of pipelines which are exempt from the Natural 
Gas Act under the Henshaw amendment. 


ITEARING EXAMINER'S WORKLOAD 


Mr. THomas. Gentlemen, we have with us the chief of the hearing 
examiners. Mr. Marsh, we are delighted to have you. We hope you 
will come back to see us again. 

Mr. Marsu. Thank you very much, Mr. Chairman. I will be 
delighted. 

Mr. Tromas. You tell me your cases are all hard and difficult, but 
some of them are very long, too, aren’t they ? 
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Mr. Marsu. Some of them take quite a time. 

Mr. Tuomas. What is the longest case you have had in point of 
time? 

Mr. Marsu. There immediately comes to my mind one I am 
holding and which has now been in session for I think 102 days, 

We have not finished it yet. 

Mr. Tuomas. I had one in mind where you held a hearing for 7 or 
8 months, 4 or 5 years ago, or am [ all wrong ¢ 

Mr. Marsu. No. You are probably right, but I do not know that 
we have had any in which there has been ‘he arings held every day, 

Mr. Tuomas. You cannot do it every day. “You ¢ annot get all 
parties to go every day. Some are bound to be sick or aw ay. Some 
of them want to delay you anyway. 

Mr. Marsu. I think probably the one you have reference to is the 
Midwest case. which was a consolidation of a number of different ap- 
plications. It did last a long time. I cannot tell you offhand. 

Mr. Tuomas. How many parties were there in that case? In some 
cases you have a dozen parties, do you not ? 

Mr. Marsu. More than that. 

Mr. KuykKeENDALL. We have over a hundred in some cases. 

Mr. Marsu. We have large numbers of parties both applicants and 
interveners. There are outside parties who come into the case, | 
would say that a case which runs over a hundred days is a pretty long 

vase, even for us. 

Mr. Tuomas. How many days does your average examiner sit a 
week? Will he sit on an average of 2 or 3 d: ays a week / 

Mr. Marsu. I would say he would sit an average of at least 2 or 3 
days a week, yes. 

Mr. Tuomas. He has to go over and study his briefs. 

Mr. Marsu. It takes a longer time to prepare a decision than it 
does to hear the case in my experience. Certainly as far as I am con- 
cerned, that is the case. 


AVAILABILITY OF COMPETENT EXAMINERS 


Mr. THomas. Do you have any difficulty getting examiners / 

Mr. Marsu. So far we have not had any trouble getting them. I 
would not be prepared to say that they are plentiful—not of the qual- 
ity we are interested in. 

Mr. Tuomas. Do you require some judicial experience before you 
take them / 

Mr. Marsu. No actual judicial experience. We take many factors 
into consideration. My own feeling is that they should have a rather 
substantial practical experience in “the practice of law, but it is not 
required that they have ever held a judicial position of any kind. 
Actually, the Civil Service Commission undertakes to determine the 
qualifications of the hearing examiners and they undertake to make 
recommendations with respect to those they think are qualified to hold 
the position, so we are not permitted to simply go out into the wide 
world and pick out the ones we would like to have. 

Mr. Tuomas. What is your routine when you want one? You send 
over to the Civil Service Commission, and they will send you three 
names. You pick one? 
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Mr. Marsn. That is correct. 

Mr. Tuomas. When you have got him, you have got him? 

Mr. Marsu. That is right. When you have got him, you have got 
him. Sometimes we get rid of them. 

Mr. Tuomas. How ? 

Mr. Marsu. Either death or retirement. We are about to have a 

vacancy the 80th of the month, by w: ay of retirement. I think the 
era is a little bit too hard for that particular individual. 

Mr. Tuomas. I guess your volume is pretty heavy. 

Mr. Marsu. Yes. ’ 

Mr. Tuomas. What kind of docket do you have now? Do you 
have any cases on your docket ready to get to bat and you cannot let 
them get up to the plate because you do not have any examiners? 

Mr. Marsn. No. So far we have been fortunate in being able to 
have a hearing examiner. Of course, the result is that frequently he 
should be writing on a decision or something of that kind and he has 
to be taken off of that. 

Mr. Tomas. He hasn’t gained any time as far as the Commission 
is concerned. If you pull him off one case and put him on another, 
you have not gained any time. 

Mr. Marsn. That is true. Of course, our work has considerable 
peaks and valleys so far as our hearings and our decisions are con- 
cerned. Back here a few months ago we were really having a great 
deal of difficulty finding men avail: ible to take de hearings as they 
came up. , 

Generally the staff undertakes to clear with us a date for a hearing, 
but that is so far in advance that it is utterly impossible for me to tell. 

Mr. Tuomas. You cannot tell what your men will be doing 3 months 
from now. 

Mr. Marsn. That is right. As I say, we have been fortunate 
enough up to this time to have a hearing examiner available, but in 
several instances I have had to take a hearing examiner off of decisions 
that really should be ready for filing in order to make him available 
for a hearing. 

Mr. Evins. Will you yield, Mr. Chairman ? 

Mr. Tuomas. Yes. 


BASIS FOR DETERMINING LENGTH OF PROCEDURE ON A CASE 


Mr. Evins. Mr. Chief Examiner, on what basis do you determine 
whether you have either short or long procedure over there ? 

Mr. Marsu. Actually our office does not do that. That is done 
somewhere else, and it is not until it is decided whether it will be a 
shortened procedure or longer procedure that it gets to us. 

Mr. Evins. Who decides that ? 

Mr. Gatrcueti. We decide down there in our recommendation to 
the Commission. If no objections are filed and this occurs most 
frequently in the certificate applications if no objection is filed to that 
particular application and the staff examination shows that the ap- 
plication is in order and within the statute, there is no reason why it 
should not be granted; we submit a recommendation that it be heard 
under the shortened procedure; it goes up and is heard by the exam- 
iner and then goes on to issuance. 
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Mr. Evins. If somebody files an objection or an intervening peti- 
tion, then you say, “Mr. Examiner, give this the long treatment,” 

Mr. Garcuetn. Yes; most gener: ally objections are filed where there 
is some basic error in the filing or some basic fact as to which there ig 
a dispute. Sometimes the staff recommends a long hearing, but the 
long procedure may not be a matter of very many days in some of these 

cases, or it may be a matter of a good deal of time. 

Mr. Evins. It would seem to me you would want as a general policy 
to have the shortest procedure possible. 

Mr. Garcue tt. Our endeavor is to keep our proceedings as short 
as possible. We have recently started a means of even making it 
shorter than it is. We are now submitting to the Commission lon 
lists of these cases on certificate applications where no objections ap- 
pears and the staff is satisfied as to the merits of the application, 
Instead of having each one listed in a separate hearing procedure and 
a separate order, we put the whole group of them together . That 
is saving time. It is shortening up the time that they are hanging 
around our place. 

Mr. Evins. Does the examiner file an examiner’s opinion in every 
case? Does he write a decision ? 

Mr. Marsu. In the shortened procedure cases he just. simply writes 
a report which discloses the fact that the hearing was held and the 
staff hands up proposed findings and order and those are transmitted 
to the Commission. That is all the presiding examiner has to do with 
respect to that type of proceeding. 

In all of the contested cases the normal practice is for the hearin 
eXaminer to write a decision. There are cases in which one or the 
other of the parties move for the waiver of the intermediate decision 
procedure. In those cases we transmit that motion to the Commis- 
sion and then the Commission disposes of it. So we do not write a 
decision in those cases, but in all other cases we do. 

Mr. Evins. Thank you, Mr. Chairman. 


Freperat River Devetopment Prosects 


Mr. Tuomas. Let us take a look at the Federal river development 
projects. 


The work discussed under this section relates primarily to the Commission's 
responsibilities in connection with the power aspects of river development 
projects proposed by the Corps of Engineers and the Bureau of Reclamation. 
The Commission is required by the provisions of the Flood Control and River 
and Harbor Acts to review reports on such projects prepared by the Corps of 
Engineers, with the view to safeguarding the hydroelectric power potential of 
such projects and preparing recommendations thereon to the Secretary of the 
Army. Similar review and recommendations are also made for projects pro- 
posed by the Bureau of Reclamation as a cooperative activity provided for 
under section 4 of the Federal Power Act. 


Put pages E-1 through 6 in the record, Mr. Reporter. 
(The pages referred to follow:) 


4. FEDERAL RIVER DEVELOPMENT PROJECTS 


The work discussed under this section relates primarily to the Commission's 
responsibilities in connection with the power aspects of river development 
projects proposed by the Corps of Engineers and the Bureau of Reclamation, 
The Commission is required by the provisions of the Flood Control and River 
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and Harbor Acts to review reports on such projects prepared by the Corps of 
Engineers, with the view to safeguarding the hydroelectric power potential of 
such projects and preparing recommendations thereon to the Secretary of the 
Army. Similar review and recommendations are also made for projects pro- 

ed by the Bureau of Reclamation as a cooperative activity provided for 
gnder section 4 of the Federal Power Act. 

In addition to the power development aspects described above the Commission 
js also required ‘under the River and Harbor and Flood Control Acts to review 
the proposals by the Department of the Interior for the sale of hydroelectric 
power from projects constructed by the Corps of Engineers. As a related ac- 
tivity the staff does work on allocations of costs to determine the proper rate 
pase for the power features of Corps of Engineer projects. The allocation work 
also provides cost information needed in making headwater benefits determina- 
tions, Which are discussed in “Licensing” under “Non-Federal Hydroelectric 
Projects.” 

The man-year requirements and personnel services cost for this activity for 
the past year, the current year, and the budget year are as follows: 





— 


Fiscal year Man-years | Salaries 
1959... . eee 38.8 | $309, 059 
1900... ; 39.7 | 316, 900 
Sa ee eee. re ee scien a 39.3 312, 800 


A. REPORTS AND RECOMMENDATIONS 


The Commission participates in the formulation of Federal reservoir projects 
by serving, with respect to the power features, in the role of power consultant 
and adviser to the construction agencies which have the primary responsibility 
for the detailed investigations and construction of such projects. Based on the 
studies of its staff, the Commission formulates its recommendations with respect 
to power facilities in Federal plans for river basin development. 

Workload units and man-years for reports and recommendations under the 
Flood Control and River and Harbor Acts and the Federal Power Act, exclusive 
of rate work, are as follows: 


| | 
Fiscal year | On hand Units | Workload | Units sient led On hand 





ist of year received completed | end of year 

acacia neal ienbintencianisamensniianlh-aicilindndnigdancoandi etennatieiaibdiatadiad iene einieennieil aiiioess : diel 
ee 78 23 101 | 23 38.4 78 
Pinte iad wndetenna Wejapieabbianaien 78 25 103 | 28 38. 5 75 
27 38. 5 77 


reine ncinincedatenoieen 75 29 wai 


The Commission’s workload on Federal project investigations is geared pri- 
marily to the activities of the construction agencies. The workload for coopera- 
tive activities with the Departments of the Army and Interior during 1961 has 
been estimated after consideration of the prospective workload of the Corps of 
Engineers and the Bureau of Reclamation. Their representatives have advised 
the Commission’s staff informally of the number of investigations and surveys 
and of project planning work in view for 1960 and 1961. The expected workload, 
shown in the foregoing tabulation, is based upon this information. The 104 
workload units in 1961 will include the review of 27 reports which will be trans- 
mitted during the fiscal year by the Chief of Engineers and the Commissioner of 
Reclamation to the Commission for its comments and recommendations. This 
number of reports may be compared with 23 reviewed in 1959 and with about 28 
expected to be reviewed in 1960. 

The Commission’s field staff consults and advises with the field staff of the 
Corps of Engineers, beginning with the early survey stage prior to authorization, 
and extending through the definite planning stage after projects have been au- 
thorized and are being readied for construction. These cooperative studies 
involve a determination of the amount and economic feasibility of the power that 
could be produced in connection with the project. After review in the Washing- 
ton office, these studies provide a basis for the Commission’s comments and 
recommendations to the Secretary of the Army on basin or project plans as 
developed by the Dapartment of the Army. 
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Under the provisions of section 4 of the Federal Power Act, the Commission 
and the Department of the Interior have established cooperative procedures 
which are similar to those with the Department of the Army. 

Included in the workload of the staff is a substantial amount of time required 
for the preparation of responses to numerous requests for advice concerning the 
value of and markets for power from specific projects. This advice is required 
for determinations of economic feasibility of hydroelectric projects or project 
additions and involves a determination of the logical power market area, an 
estimate of the time when the project output may be marketed, and the value of 
power. Such assistance is necessary at all survey and project stages, including 
the operating stage. Similar information is prepared for other purposes of the 
Commission such as licensing of non-Federal projects, cost allocations, determina- 
tions of headwater benefits, and the approval of power rates from hydroelectric 
plants of the Corps of Engineers. Thus, the Commission’s work relating to 
such Federal hydroelectric projects is of a continuing nature, extending from the 
early survey stages into the operating phases. 

Under the provisions of section 4 of the Federal Power Act, the Commission's 
activities also include cooperation with the Department of Agriculture, which 
prepares reports on watershed work plans, and the Public Health Service, Depart- 
ment of Health, Education, and Welfare, which prepares reports involving water 
pollution surveys. Experience with the review of the reports of these two 
agencies has demonstrated that they do not require time of the staff comparable 
to that required by the reports of the Departments of the Army and the Interior, 
Accordingly, these reports are not included among workload units although they 
require consideration in determining staff needs. 

In addition to the above activities of the Commission which are not included 
among workload units, there is also the participation in interagency activities 
both in Washington and in the regional offices which require considerable expen- 
diture of time. In Washington, the Commission is represented on the Inter- 
Agency Committee on Water Resources and on its three subcommittees on 
Hydrology, Sedimentation, and Evaluation Standards. The regional offices pro- 
vide representation on the five field interagency committees. The chairmanships 
of the various committees are filled on a rotating basis, and the Commission’s 
representatives assume that office in turn, requiring the devotion of additional 
substantial time and effort. In addition to the above, the Commission’s regional 
offices in Atlanta and Forth Worth provide representation on the U.S. Study 
Commission for the rivers in the Southeast and in Texas, organized in 1959 in 
accordance with congressional legislation. 


B. COST ALLOCATIONS AND RATES 


Under the Bonneville, Fort Peck, and Eklunta Acts, the 1945 River and Har- 
bor Act, and the 1954 Flood Control Act, the Federal Power Commission has 
specific authority with respect to cost allocations for certain Federal projects, 
namely, Bonneville, Fort Peck, Eklunta, McNary, four projects on the lower 
Snake River, and the Canyon project. In the case of other multiple-purpose 
projects constructed by the Corps of Engineers, the corps as the construction 
agency, the Department of the Interior as the marketing agency, and the Federal 
Power Commission as the rate approving agency, all have a direct interest in 
the allocation. Lacking specific authority, the Federal agencies concerned un- 
dertake jointly to consider allocations of costs. In fiscal year 1959 the Com- 
mission staff participated with representatives of the Corps of Engineers and 
the Department of the Interior with respect to cost allocation studies of 25 
projects. In addition to such cooperative studies, the workload for this activity 
in fiscal years 1960 and 1961 will include » review of previous interim alloea- 
tions made by the Commission for the McNary project and the undertaking of 
preliminary allocation studies for the Ice Harbor project on the lower Snake 
River. 

Under several acts of Congress, the Commission’s approval is required as to 
the rates at which electric energy produced at Federal projects is sold by the 
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Department of the Interior. Workload units and man-years for electric rate 
filings by Federal agencies are as follows: 








Fiscal year On hand Filings Workload Filings | Man-years}| On hand 
lst of year | received completed end of year 
meeecenene nanan nen nnenn= 1 175 176 175 4 1 
+ PM Ft bas ane captcn awe 1 200 201 201 1,2 0 
ERR Cia ccereranaeoann enn 0 225 225 225 8 0 





The estimated receipts of 200 filings in fiscal year 1960 and 225 in fiseal year 
1961 are based on the 175 received in fiscal 1959 and 240 in 1958. As more Fed- 
eral projects are completed and placed in operation, it is expected that the receipt 
of filings will range in the 200 to 225 area. The increase in man-years to 1.2 
in fiscal 1960 is based on two comprehensive studies which are expected to be 
made this fiscal year. The requirements of 0.8 man-years for 1961 is premised 
on the rates of disposition experienced in fiscal 1959 and prior years. 

Mr. Tromas. In 1959 you had 38 employees, 1960, you had 39. 
This year it will be 39, at a cost of $312,800. 

In addition to the power development aspects described above the Commission 
is also required under the River and Harbor and Flood Control Acts to review 
the proposals by the Department of the Interior for the sale of hydroelectric 
power from projects constructed by the Corps of Engineers. 

The Interior Department is the sale agency. The Corps of Engi- 
neers is the construction agency. Where does the Power Commis- 
sion fit in, as a rate regulating agency ? 

Mr. Kuykenpau. Yes. 

Mr. Tuomas. Does that summarize it right quick ? 

Mr. Kuykenpa.. It is good enough for me. 

Mr. Tuomas. I read it out of your justifications. 

Mr. Ruopes. Will you yield at that point, Mr. Chairman ? 

Mr. Tuomas. Yes, Mr. Rhodes. 

Mr. Ruopes. Don’t you, however, almost have the rates made in 
the enabling legislation for the project ? 

In other words, you have to assume a certain rate before you can 
determine the feasibility of the project. I am thinking primarily of 
a reclamation project, rather than one of the Corps of Engineers. 
Isn’t your ratemaking function practically taken care of before the 
bill passes Congress? 

Mr. KuyKkenpatu. No. I do not think so. In order to determine 
feasibility of course we have to know, or we have to estimate the ex- 
penses of the project and the amount of electrical development there 
would be and compute what the cost of it would be. 

The cost of it is not quite the same thing as the rate. That is based 
on estimates. After it is constructed we have more accurate figures. 
Ithink it is correct to say they are two different things. 

Mr. Tromas. Congressman Rhodes raised the point about the 
statute almost building in a certain rate figure by virtue of the cost. 

Mr. Ruopes. It certainly builds in a minimum, Mr. Chairman. 


DUTIES OF THE FIELD STAFF 


Mr. Txomas. Gentlemen, let me read this paragraph. 
I think it is worthwhile. Mr. Reporter, will you follow this para- 
graph by returning to the charts and setting out the field offices with 
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the number of employees? As well as I remmeber it is around 106 jy 
the 5 field offices. 


The Commission’s field staff consults and advises with the field staff of the 
Corps of Engineers, beginning with the early survey stage prior to authoriza- 
tion, and extending through the definite planning stage after projects have beep 
authorized and are being readied for construction. These cooperative studies 
involve a determination of the amount and economic feasibility of the power 
that could be produced in connection with the project. 


Certainly there is a big duplication there because the Corps of 
Engineers has the same experts. 


After review in the Washington office, these studies provide a basis for the 
Commission’s comments and recommendations to the Secretary of the Army on 
basin or project plans as developed by the Department of the Army. 


(The chart referred to follows :) 


Atlanta regional office 








To ccsseniccisilewepentas a shunmemianie anand #18, 978 
1 GS-14 deputy regional engineer______._________--_~. thngireness sexe eeahipas nas 
a ral tae ena dettad no Suse eRe - 22,214 
I gg a Ng ee Dy he ansetbetann ocean 
Ne ee ee eh easel ee eet 32, 948 
I i eal Le eae 61, 607 
I a ec ancetan hpiigmeaneestnhiieeniaen ae 200, 343 
Chicago regional office 
ee eee I eee eww --.= See 
1 GS-14 deputy regional engineer___________________~~_- Ai ee 
i tig pet to te i awl ae 
a ee 
ne ep iotieom ba Sioveopeseeiecinedaleciaceecadittewiditeiant onan atiaameue ———— 
Ee ete eee eiee iis —— 
eee P20). .« ew aera adiaskcossialcs .. 158, 411 
Fort Worth regional office 
i. 4a8-15) Pemionmal--en@ineet ge. 1. ow ee ccc deen heck _-.---. $13,978 
2. ere Boenty Serones eneieeer- 8... nn ene Te 
thle bine clot bce he tea on Yi eee as escihonrnce uaaeehinsened ' -. aka 
I eta adie Seed oid ad .. ‘Oi 
ree) OT elie i te ci td ak Jini. eas _. 16,244 
10 GS-9 and below___.._____-_ sitthiay inci inp teh cat cia daitiin stint ‘ etal ... $3,638 
Neen ee es nn oo ne : “153. R55 
New York regional office 

1 GS-15 regional engineer_____ ene eee Ae _.. $13, 978 
1 GS-14 deputy regional engineer____.___________________...___.... 12,588 
BG ett on jeri. os ti ot eed) gree oa ~tssQsid _ 
I i i I a le ew ee hal ccd deel ie 3, 800 
I i a ee ee iiesshasiaail 38. 681 
ad a A OT tater lteter recat lesen ap Fi hd dad a tees eee a 
te es 


Seay eee a a Na 201. 489 
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San Francisco regional office 


Ey POMLGEIR, CUNEIIOON ooo nest iveregien bh bb saeaenerttmentierceal $13, 978 
Re GOUICY TCRVOUAL* CONTR e od on re eeeerpmrerneegprser ren eeene 12, 563 
emt. Sil) il) ete i ee ot OU Oa $2, 593 
i talk Sc Sag heated mahal rk dhe ow cd inane mains ech oman mika wcll dhe dvcioletl 7, 089 
NE ed cin chneni lt comhteterinaniguenpepaiie ivan icben be mgtgeee bent Get insstaha bade bebo 73,175 
7 GS-9 and below_-._~-~..-_-... cent ah seinen apaaenineicnioen temas semnimete 83, 615 

NG asc oasaricipeaacen aa es esp lirieeapenc a orate atiaetanade 308, 013 


Mr. Tuomas. You have a hundred people here in these five field 
afices—San Francisco, New York, Fort Worth, Chicago, Atlanta—40, 
24,20, 20,20. There are about 126 people. 

Mr. Apams. 130. 

Mr. Tuomas. Couldn’t you take off about 60 of those and put them 
someplace in the Commission and get more for your money / 

We have not built many river projects in the last 2 or 3 years. 
You have not been studying specific projects because you study those 
as they come up. You know the potential of the river, the water- 
shed, and so on, and you are bound to know those figures before you 
can work out any single project. 

Mr. Apams. These Regional offices are working on the Federal 
projects you just described. 

Mr. Tuomas. So is the Corps of Engineers and so is the Bureau of 
Reclamation. You cannot separate the three efforts. 

Mr. Apams. They work on the planning of the overall project. 
Our function with respect to power is prescribed by Congress in the 
Flood Control and Rivers and Harbors Act. 

Mr. Tuomas. You don’t know there are so many people doing that 

Mr. Apams. They are not all doing that. There are only 3814 
man-years devoted to this Federal project work. Some of that is in 
the Washington office, not all in the field. 

In addition these field offices handle the license project work and 
many other assignments. 

Mr. Tuomas. You do not have too many of those. 

Mr. Apams. Well, from experience we have 

Mr. Tuomas. How many new projects did you build in the last 5 
years ¢ 

Mr. Apams. What projects do you refer to? 

Mr. Tuomas. Where the field offices study their erection. 

Mr. Apams. Federal projects? 

Mr. Tuomas. Yes. If you go into Federal projects you get into 
the jurisdiction of the Corps of Engineers and the Interior ‘Depart- 
ment. 

Mr. Apams. Only in the sense we are working with them. Our 
function is to safeguard the power potential of these projects. We 
think we have very effective procedures with the construction agencies. 

Mr. Tuomas. There is no argument about that. We agree it is ef- 
fective work. What about having 130 people doing it year after year? 

Mr. Apams. Because new projects come up year after year. 

Mr. Tomas. How many new projects in the last 5 years? 

Mr. Apams. I do not have the number but we can get that for you. 

Mr. Tromas. Can you guess at it ? 











Mr. Apams. As indicated here for the coming year we have a total 
of 104 investigations. 

Mr. Tuomas. Those are filings; are they not? 

Mr. Apams. No; those are surveys and reports that the construction 
agencies have told us they intend to carry on in the coming year. Our 


workload is based on conversations with them as to what ; they expect 
to do. 


NUMBER OF REPORTS ON FEDERAL PROJECTS IN LAST 10 YEARS 


Mr. Tuomas. How many powerplants have you built in the last 10 
years? How many have you built as a result of these studies or where 
these studies fitted in with them ? 


Mr. Apams. There must be several dozen under construction every 
year. P 
Mr. Tromas. Don’t make it too many dozens because we go back to 
the original figures. We do not have too many. 
(Infor mation requested is as follows :) 


NUMBER OF REPORTS ON FEDERAL PROJECTS MADE BY FPC DuURING THE Pas 
T 
YEARS 


During the 10-year period, fiscal years 1950 through 1959, 214 reports on river 
basin surveys and project investigations prepared by the Corps of Engineers and 
the Bureau of Reclamation were received by the Commission for its comments, 

In addition to reviewing reports submitted for official comment, cooperative 
investigations are carried on by the Commission’s regional offices with the field 
offices of the Corps of Engineers and the Bureau of Reclamation in connection 
with their investigations relating to Federal river development projects. 


Federal hydroelectric plants Constructed during the past 10 years, July 1, 1959 


| Year of Installed 
State Plant or project | River initial | capacity 
| | operation | kilowatts 


IN OPERATION 


CORPS OF ENGINEERS 





Arkansas Blakely Mountain Ouachita 195 75, 000 
Do Narrow Little Mi l 1950 17, 000 
Do 7 Bull Shoal W hite 1952 1 160, 000 
Florida J Jim Woodruff A palachicola 1957 30, 000 
Georgia j on Allatoona Etowah 1950 74, 000 
Do pa Buford Chattachoochee 1957 86, 000 
Idaho Albeni Falls..... Pend Oreille 4 42, 600 
Kentucky W olf Creek Cumberland L951 270, 000 
Michigan St. Marys Falls St. Marys 1951 18, 400 
Missouri ' Table Rock --_. White 1959 t 100, 000 
North Dakota Garrison Missouri 195 240, 000 
Oklahoma renkiller Ferry Illinois iv 34, 000 
Do Fort Gibson Grand ‘ 1953 45, 000 
Oregon Detroit Je North Santiam 1953 100, 000 
Do 7 Big Cliff do 1954 18, 000 
Do E ; Lookout Point North Fork, Willamette 1054 120, 000 
Do . ‘ Dexter do 1955 15, 000 
Oregon-W ashington The Dalle . Columbia 1957 1 651, 000 
Do . ; MeNary J do 19453 980, 000 
South Carolina-Georgia Clark Hill a Savannah 1953 | 280, 000 
South D es ots : Fort Randall Missouri 1954 320, 000 
South Dakota-Nebraska .| Gavins Point... -- do 1956 100, 000 
Tennessee Center Hill Mu Cc ney Fork 1950 135, 000 
Do Cheatham J ‘ Cumberland 1958 1 24, 000 
Do Old Hickory --.- . do . a b 1957 100, 000 
Texas Whitney : Brazo 1953 30, 000 
Virginia John H. Kerr Roanoke... : 1952 204, 000 
Do Philpott iis Smith 1953 14, 000 
Washington Chief Joseph -.-.- Columbia 1955 | 1,024,000 


! Additional capacity is being added. 
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al Federal hydroelectric plants—Constructed during the past 10 years, July 1, 
1959—Continued 
aE i | 
mn Year of | Installed 
State Plant or project | River | initial | capacity 
ur | | | operation | kilowatts 
ct, — —— ae 
‘ In OPERATION 
i 
U.S. BUREAU OF 
RECLAMATION 
sek ...-------------------- Eklutna---.....-.-- | Eklutna Creek.........-- 1955 30, 000 
10 ‘‘risona- Nevada = es nts all CS ace ie Sader Mth Nasi oo eee | 1951 225, 000 
California eres gee eS ee ee eee 1955 162, 000 
Te I lita emnictmeetecissanaatige Nimbus... -.--- initial sameitaniilins Giga enadit mae 1955 13, 500 
BER noss20ns--== aan ae Tae. —* Thompson 1959 4, 500 
| I ect nen girebuil acai Marys Lake__.......| Colorado-Big T hompson 1951 8, 100 
i eS oc escsdeaetter gimereuionnel Bia tehncwdechs AMS tabieaks hata a crtrindeded 1950 45, 000 
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Federal steam-electric plants (TVA), Dec. 30, 1958 (constructed during the past 
10 years) 








i raneasiaitetalieelinpsatieictaiaeiakaabaetiaieaiimeangiehetabaidiaphanceisioraats tii} eB 
7 Install 
Name of plant | State capaelty 
(kilowatts) 
—_—-- Se ey ee 
Pe lentoncwenneabehien errr ; ..| Tennessee-..---- 1, 440 
nit ara : : ‘ Kentucky...--- 1, 350° omy 
EE ‘ : Tennessee...-...- 825. 000 
Widows Creek - --. fue eeee ....| Alabama.. 675, 000 
I cc gnccabebdaenesses ; bs Te nnessee....- 500, 000 
John Sevier.........-... aie a do 720, 000 
Osibert...........-s. ripendnadasige ~ ..| Alabama. 720, 000 


i 


Mr. Kuykenpbauu. Studies are made frequently where we finally 
recommend it would not be feasible to build a power project into the 
dam but it still requires a study before that is determined. The 
number of power installations is not a true measure of the volume of 
work. 


GATHERING AND DISSEMINATING INFORMATION ON FEDERAL POWER 
PROJECTS 


Mr. Apams. One of the most valuable services we render in this 
field beyond that we render to the construction agencies is to the Con- 
gress itself. Hardly a day passes that we do not have some call to 
provide information on Federal projects, power values, power mar- 
kets, statistics on Federal projects. 

Mr. Tuomas. You get back to statistical work. This is engineer- 
ing work in the field offices. 

Mr. Apams. I speak of information of all sorts on Federal projects, 

Mr. THomas. You have 44 people doing that in one division, over 
in the Electric Power Division. 

Mr. Apams. Those are different kinds of statistics. Those are 
statistics on the entire electric- power indus try for the whole United 
States. I refer here to other information—engineering, analyses of 
projects, ete. Two surveys included in this work are at Fort Worth 
and Atlanta, the study commissions of Texas and the Southeast 
which have been established by the Congress. 

We are expected to assist them and we are working very closely with them 
in a complete study of all the rivers in the Southeast and in Texas. 

Mr. Tuomas. You are taking me a little fast. 

( Diseussion held off the record.) 

Mr. Apams. The only funds we get from the money you referred 
to are some travel and out-of-pocket expenses, but we are being called 
upon to assist them and consult with them on the power aspects of 
all the projects they have under study, and furnish a great mass of 
information they need on every river basin they consider. 

No other agency I know of is doing that. 

Mr. Tuomas. That would give you A-plus. You knocked the argu- 
ment down 50 percent. 

Mr. Jonas. What would you have done if we had not set up these 
commissions ? 

Mr. Apams. We would have proceeded with the work called for in 
the River and Flood Control Acts. The study commissions are work- 
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ing on a2 comprehensive plan for all of these river basins as a whole, 
as | understand it, and not on specific projects which come before us 
enstantly from the construction agencies. There is a tremendous 
amount of analysis required to point up the power features of those 

rojects. I 

We feel the service we render on the power aspects of those projects 
to get them properly designed and developed to safeguard the power 

tential of the site and to fit into the powerloads of the area is very 
gsential, certainly a valuable service to the Federal Government. 

Mr. Garcneiy. I think what Mr. Adams has not pointed out is that 
you do not know when Congress authorizes a specific Federal power 
development whether you are going to have in that project four units 
of 30,000 kilowatts each or two units of 60,000 kilowatts each. It is 
necessary, When you come down to an actual design of the sem that 
sage of construction where you deal with the specifics, to know pre- 
cisely how you can get the most use of the water that is available and 
how that use for power development will best fit into the powerloads 
of that area. 

That is a peculiar technical field as to which these other agencies 
do not have information and our staff can use the information which 
they have collected in their regular operations and apply it to the 
specific project under construction. 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 


AUTHORIZED FEDERAL RIVER DEVELOPMENT PROJECTS 


Mr. Apams. According to the information we have, the authorized 
appropriations in this general field of Federal river development 
projects to the Corps of Engineers and the Bureau of Reclamation was 
$1,062 million in 1959 fiscal year and $1,118 million for this fiscal year. 

The Federal Power Commission funds are about $350,000, almost 
an infinitesimal portion of the total cost. 

Mr. Trromas. Those are construction costs. 

Mr. Apams. Our work is on engineering applicable to that. 

Mr. Tuomas. You buy a lot of steel in those other figures. 

Mr. Riropes. Off the record. 

(Discussion held off the record. ) 

Mr. KvuyKxenpauu. I think the Corps of Engineers and the Bureau 
of Reclamation has told you what they would do in regard to aids to 
navigation, flood control, or reclamation. That is the primary object 
of their work. However, we fit in by studying and advising where 
power development can be obtained out of those projects. 

Mr. Tuomas. They have the same engineering experts you have; 
do they not ? 

Mr. Evins. We might ask the Corps of Engineers and the Bureau 
of Reclamation how much they put in their budget toward reimburs- 
ing the Federal Power Commission on work that they do. 

Mr. Kuykenpaut. It would be fine with us, 

Mr. Ruopes. I think we ought. to get these appropriations together, 
stack them up, and see how they come out. 

Mr. Apams. These agencies would be among the first to admit—I 
hope they would—that the information we give them is not available 
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through any other channels they have, that is information on the 
electric power industry. That must be considered to determine how 
these projects will fit into the needs of an area. They must come to 
us for such advice simply because they do not have authority under 
the law to go out and get the required data. 

Mr. Evins. Off the record. 

(Discussion held off the record.) 


INTERNATIONAL JOINT COMMISSION 


Mr. Tuomas. Let us look at International Joint Commission. Jp- 
sert pages F-1 and 2. 
(The pages referred to follow :) 


SEecTION 5.—INTERNATIONAL JOINT COMMISSION 


The International Joint Commission, created by the treaty of January ll, 
1909, between the United States and Great Britain, consists of three American 
members and three Canadian members. The Chief Engineer of the Federal 
Power Commission serves as a member, by Presidential appointment. Members 
of the Federal Power Commission’s technical staff also serve on various engi- 
neering boards established by the IJC. Man-year and salary requirements. for 
this work are as follows: 








Fiscal year Man-years Salaries 
—————— —— _ — 
i Ee ee 1.8 $22, 630 
ee i, amsendabeteapeenenss~ens 1.0 | 12, 500 
a a 1.0 12, 500 








The Chief Engineer and several members of the staff of the Federal Power 
Commission devote about 1 man-year of time, in the aggregate, to the work of 
the International Joint Commission. This includes the time spent by the Chief 
Engineer in discharging his duties as a Commissioner of the International Joint 
Commission, the time of those designated to assist the International Joint Com- 
mission by serving as members of various boards it creates from time to time, 
such as the International St. Lawrence River Board of Control, the International 
Niagara Board of Control, and the International St. Croix River Engineering 
Board, and the time of others who assist the members of such boards. 


SECTION 6. ADMINISTRATION 


This activity includes the members of the Commission and their immediate 
staffs; the Office of the Executice Director; the staff of the Office of Administra- 
tion engaged in budget and fiscal management, personnel administration, organiza- 
tion, and methods studies, and in procurement, property, travel, messenger, and 
related administrative services; and certain personal services of other organiza- 
tions which are properly chargeable to administration based upon the man-hours 
devoted to these activities. The number of man-years estimated for 1961 remain 
the same as required in 1960. 

The following tabulation shows the man-years and salary costs for this activity 
for the past year, the current year, and the budget year, and their relationship 
to Commission totals: 


Man-years Salaries 
Fiscal year “ 
Commis- Adminis- Percent Commis- Adminis- | Percent 
sion tration sion tration 
Sealed ieicndcasta = eve 
a be oe ie Rs a 791.9 9.2 7 | $5, 698, 745 $493, 171 8.7 


. 
a le 841.1 | 70.0 &.3 6, 068, 000 503, 200 &3 
910.0 70.0 aoe 6, 473, 000 503, 200 7.8 
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Mr. Tuomas. Who pays the other costs? This Commission is made 
up of and we pay only one man’s salary. Who pays the others? Is 
that a State Department roblem $ 

Mr. Avams. That is a State Department appropriation. 

Mr. Trromas. Where is our chief engineer? Is he here? 

Mr. Kuykenpauu. That is Mr. Adams. 

Mr. Tuomas. You are a fine public servant and we are all proud 
of you, Mr. Adams. You work hard and you are very intelligent. 

Mr. Evins. He might name the two members of the Commission 
other than Mr. Adams. 

Mr. Apams. There are three United States and three Canadian 
members. The chairman of the U.S. section was Mr. Douglas 
McKay, who died last year. The other member is Mr. Eugene 
Weber - the Corps of Engineers who serves generally in the same 
capacity I do. His salary is paid by the Corps of Engineers, however. 

he Canadian section also has three members. They are Gen. A. G. 
L. McNaughton, Mr. Lucien Dansereau, and Mr. D. M. Stephens. 

Mr. Ruoves. Have you been able to talk the Canadians out of divert- 
ing the Columbia River into the Fraser? 

it. Apams. We have completed the preparation of a set of prin- 
ciples which we reported to the two Governments for international 
cooperative development of the Columbia Basin, and within those 
rinciples there is certainly no provision for diverting the Columbia 
into the Fraser. 

Mr. Ruopes. Is there any provisions for not diverting it? 

Mr. Anas. The diversion is an idea being considered rather than 
promoted. 

ADMINISTRATION 


Mr. Triomas. Let us look at administration. You have given us a 
fine budget here and a lot of good information. 

The administration activ ity includes the members of the Commis- 
sion and their immediate staff, office of the Executive Director, the 
staff of the Office of Administration engaged in budget and fiscal 
management, personnel administration, organization and methods 
studies, and in procurement, property, travel, passenger, and related 
administrative services. The number of man-years estimated for 
1961 remains the same. 

In 1959 you had 791 man-years for the Commission as a whole. 
In 1960 you had 841 and in 1961 it is 910. 

For administration you have 69, 70, and 70. In other words, it is 
about 8 percent of the total costs? 

Administrative costs for 1959 are $493,171, and $503,200 for 1960, 
and $503,200 for 1961. 

I look here at the table and see we have 5 Commissioners, 20 
people in their offices, the Office of Special Assistant to the Commis- 
sion where you have 8 people, and then in the Office of the Secretary 
you have 8 people. 

Then you come down to the Office of Administration, four people. 
What is the difference between the Office of Administration and the 
Office of Special Assistants to the Commissioner ? 

Then you have an office of public reference, seven people. Then 
you really get down to the housekeeping. You have the Commission’s 
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Office, the Omce of the Secretary, the Office of the Special Assistan 
and the Office of Administration. You have 4 units there of 40 people, 

Now you get down to your housekeeping activities. What do those 
40 people do? Do they assist the Commission directly in their day- 
to-day work ? 

Then you have a Division of Personnel, eight people. 

Division of Budget and Finance, 14. 

You have the library, five. 

You have Division of General Services, messenger service, print- 
ing and reproduction, and so forth. You have 95 people there. So 
you have 95 plus 8, 103, then 14 more making 117. You have 5 in the 
library making 122. You have public relations, 7 more, making a 
total of 129. You have 129 people in addition to your top administra- 
tive staff of 36. Can you make better use of the personnel than that? 

I understand the Commission has to have some help. Twenty peo- 
ple in their immediate offices is not too many, but what is the Office 
of the Special Assistants ? 

Mr. Kuykxenpauu. Their primary work is drafting opinions. 

Mr. Tuomas. You have two GS-15 lawyers. What is the GS-14, a 
lawyer ? 

Mr. KuykKenpDau. Yes. 

Mr. THomas. GS-11 a lawyer? 

Mr. KuykenpDa.u. Yes. 

Mr. Tuomas. Five lawyers and three clerical people who are 
opinion writers? 

Mr. KuyKenpba.u. Yes. 

Mr. Tuomas. What about the Office of the Secretary? Where is 
the Secretary ? 

Mr. KuyKenpa.t. I believe he is in his office. 

Mr. Toomas. What is his job? 

Mr. Kuyxkenpatu. He keeps minutes of the Commission. Mr, 
Trainor can tell you more of his duties. 

Mr. Tuomas. Eight people keep minutes of the Commission ? 

Mr. KuyKenpatu. He keeps filings of paper. 

Mr. Tratnor. A certain amount of work has been delegated to 
him. He gets out certain orders, makes sure parties are properly 
notified. He handles a great deal of the correspondence. 

Mr. Tuomas. He gets out a lot of correspondence, to say the least. 

Mr. Tratnor. That is right. 


JUSTIFICATION OF PERSONAL SERVICES AND TRAVEL 


Mr. Tuomas. Insert pages G—-1 through G-7 in the record. 
(The pages referred to follow :) 


PERSONAL SERVICES 


Detailed justifications for this object classification are contained in the pre 
ceding sections for each activity. 

The total personal services estimate of $6,473,000 is $405,000 more than the 
amount available for fiscal 1960 and is 83 percent of the total amount requested 
for 1961. This will permit an increase of 68.9 man-years. 
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TRAVEL 


For the current fiscal year $375,000 has been appropriated for travel in per- 
forming the work of the Commission. The work program for fiscal 1961 will 
require travel funds in the amount of $445,000. Comparison of the funds avail- 
able for the past year, the current year, and estimated requirements for 1961 by 
activity are as follows: 





—_— 
Activity | Actual, 1959 Estimate, Estimate, 
1960 1961 

rer eee 

Non-Federal MGrOUnctr ie FROM. o.oo cco win tectnconades $81, 154 | $91, 700 $108, 000 

Flectric power PRGUEEEY . 2. wok scdeee sick Bee 13, 130 12, 800 13, 200 

Natural gas industry = billed cikadn dip sen teaioalans +exeieee 212, 030 252, 100 302, 800 

Federal river development project. ---.-.------- Sede nies aide cee 10, 375 8, 400 10, 000 

International Joint TEENIE. Goon) Soot cckdadcdastdaboad | 1, 707 1, 000 2, 000 

Administration. --..........-..--.---------------------------- | 7, 951 9, 000 9, 000 

a ee oe, ee eee | 326, 347 | 375, 000 445, 000 
eer a 


NON-FEDERAL HYDROELECTRIC PROJECT 


Travel required in this activity is principally in connection with the process- 
ing of applications, the supervision of licenses, the investigation of unlicensed 
projects, and licensed project accounting. 

In the processing of applications, a contested case requires travel of staff 
members to examine the project site, to confer with the applicant’s attorneys 
and engineers and to attend hearings. The supervision of licenses requires travel, 
principally by regional office personnel, for the purpose of inspecting construc- 
tion and subsequent operation of licensed projects to insure that projects are 
constructed in accordance with approved plans and good engineering practice, 
and that constructed projects are operated and maintained in a safe and effi- 
cient manner and in accordance with the terms of the Federal Power Act and 
the license. The investigation of unlicensed projects requires travel, princi- 
pally by regional office engineers, to investigate unauthorized occupancy of 
streams and to obtain field data necessary for a determination as to the Com- 
mission’s jurisdiction. 

The travel expense in applications work, exclusive of hearings, is estimated 
to be $6,400 in fiscal year 1961. In addition, it is estimated that 13 hearings on 
applications will be conducted in the Washington office requiring a regional 
office staff member to testify. This travel is estimated to involve travel ex- 
penses of $5,200. Six field investigations of unlicensed projects are planned 
regarding projects in the Northeastern States. This work is estimated to in- 
volve travel expense of $3,400. Field investigations required for declarations 
of intention are estimated to cost $1,000. 

The work program in supervision of licenses provides for more complete 
coverage of the larger and more important projects under license at an estimated 
cost of $15,300. Headwater-benefit investigations will require travel estimated 
to be $2,000. 

The Federal Power Act requires that determinations be made of the actual 
legitimate orginal cost of licensed project property. Such costs can only be 
determined by examination of the books and supporting records of the licensee. 
These records, of course, are maintained in the offices of the licensees located 
at various cities throughout the United States, to which the field auditors must 
besent to perform this function. 

Each field staff man averages about 330 days in a travel status and makes 
about three changes of duty station per year. The 28 fieldmen will require 
travel funds in an amount of $67,200 based upon an average cost of $2,400 in 
1959, and supervisory travel in the amount of $7,500. 

The increase of $16,300 requested for this activity is due primarily to travel 
in connection with application hearings and unlicensed project investigations 
which cannot be done in 1960 because of insufficient travel funds; to a more 
adequate inspection coverage of important licensed projects; and the addi- 
tional travel required on licensed project accounting. 
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ELECTRIC POWER INDUSTRY 


The Commission’s staff is represented at the annual convention of the Ng. 
tional Association of Railroad & Utilities Commissioners and at the periodic 
meetings of the association committees, such as the committee on accounts ang 
statistics, subcommittee on nuclear accounting, subcommittee on uniform re 
porting, ete. These activities from time to time include joint meetings with 
counterpart committees of the industry’s Edison Electric Institute. Staff mep- 
bers also attend meetings of certain professional and advisory groups, such as 
the National Federation of Security Analysts, the Advisory Committee to the 
Wharton School of Finance & Commerce of the University of Pennsylvania. Qe. 
easional visits are also made to the offices of public utilities to investigate eom- 
pliance with the Commission’s accounting requirements. These trips involye 
travel expense, for which the amount of $1,200 is estimated for 1961. 

Staff work concerning jurisdictional determinations, interconnection studies, 
and power supply and power requirements matters are estimated to require 
travel in the amount of $12,000. The funds requested for these functions wij] 
provide necessary field investigation and contact with utilities and Government 
agencies at substantially the same level as in 1960. 

The amount requested for this activity is an increase of $400 over funds 
available in 1960. 

NATURAL GAS INDUSTRY 


The Commission’s functions in natural gas regulation necessitate extensive 
at-the-site field examinations by auditors and engineers to verify and evaluate 
pertinent data and to examine company facilities and operations. Fundamental 
to the Commission’s regulatory function is the accurate determination of com- 
pany costs and making appropriate allocations between that portion of the 
company’s business subject to the Commission’s jurisdiction and other portions 
of the company’s business. These allocation are not a part of the company’s 
routine bookkeeping. To make such determinations and to testify thereon it is 
necessary for the staff to evaluate accounting methods and procedures and 
examine or test accounting and operating records of the company. This can 
be done effectively only at locations where the company’s records are main- 
tained and operations are conducted or controlled. From such examinations, 
accurate, factual information is obtained as to sales, revenues, operating ex- 
penses, plant investment, and other cost items. Operating procedures of many 
companies are so complex as to require field examination of physical facilities 
in order to obtain a full understanding of the operations necessary to exercise 
judgment required in allocating costs. 

The fieldwork for fiscal year 1961 will require 102 men on continuous assign- 
ments. The estimated annual travel cost for each of these employees, including 
field supervisory staff, is $2,400 or a total of $244,800. This estimate is based 
on the actual cost of travel during fiscal year 1959 of approximately $2,300 per 
traveler, and the unusual circumstances prevailing during that period. During 
the first 6 months of 1959 investigations of pipeline cases were substantially 
at a halt until the Supreme Court’s decision in the Memphis case in December 
1958, which clarified the investigative procedures to be followed in rate inerease 
filings. After this decision the Commission adopted a policy of concentratng 
on the “locked-in periods” of pipeline rate matters which had the effect of 
reducing to some extent the travel required in fiscal vear 1959. This situation is 
not expected to continue into fiscal 1961. During most of fiscal 1959, the field 
staff was engaged primarily on independent producer rate investigations which 
have required on the average a longer period of time than pipeline investigations. 
This has resulted in fewer changes in location with lower per diem and travel 
cost. In fiscal 1961 more time will be devoted to pipeline work which will require 
more frequent changes in location with increased requirements for per diem and 
travel. The $100 increase per man over 1959 provides for an average of one 
additional change in location for every other traveler. 

Additional funds in the amount of $34,100 are required for the travel of 
supervisors and specialists in the Washington office. This amount is based on 
the travel cost in fiscai year 1959, closer supervision of fieldwork and addition 
of three members to the Washington supervisory staff who will be required to 
travel. During fiscal 1959 the pendency of the Supreme Court decision in the 
Memphis matter also resulted in restriction of travel by Washington supervisors. 
Much time of these employees was spent on office reviews of “locked-in periods.” 
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The need for closer supervision of field investigations will result in more fre- 
quent trips to the field. In 1959 the Washington supervisors averaged 4.3 
trips; for 1961 this estimate has been increased to about 5 trips per supervisor 
at the average cost of $240 per trip experienced during fiscal 1959. 

In fiscal year 1961 four staffmen will be assigned to continuous field travel 
on original cost studies and related accounting matters. The estimated travel 
cost, including supervisory travel, is $12,000. 

In addition to the above-stated travel, funds totaling $11,900 are required for 
rate case investigation and litigation ($6,900), and for travel of Commission 
officials in connection with the overall aspects of this activity ($5,000). 

The increase of $50,700 requested for this activity is due to the increased field 
staff for rate work and for the accounting function. 


FEDERAL RIVER DEVELOPMENT PROJECTS 


These investigations are undertaken cooperatively with the Corps of Engineers 
and the Bureau of Reclamation. The Commission’s regional offices must main- 
tain a close working relationship with the field offices of the two constructing 
agencies from the inception of the investigation to its completion. Travel funds 
available are not sufficient for adequate direct contacts between Washington and 
regional office staffs engaged in this work, as well as contacts with Federal and 
State agencies. Furthermore, the limitation placed on thig activity for the 
current fiscal year precludes the use of additional funds this year. Accordingly, 
for the fiscal year 1961 the estimate provides for an increase of $1,600, or a 
total of $10,000, to permit proper performance of these necessary functions. 


INTERNATIONAL JOINT COMMISSION 


Members of the Commission’s staff have been designated to assist the Chief 
Engineer on the International Joint Commission by serving as members of various 
poards created by the International Joint Commission from time to time. Exam- 
ples are the International Niagara Board of Control and the International St. 
Croix River Engineering Board. Travel expense in fiscal year 1961 in connection 
with these boards and other International Joint Commission activities is esti- 
mated to be $2,000, an increase of $1,000 over funds available in fiscal year 1960. 


ADMINISTRATION 


Travel which is not properly chargeable to any of the major activities dis- 
cussed above will require $9,000 in fiscal year 1961, the same amount estimated 
for fiscal year 1959. These funds are primarily for necessary travel of the 
Commissioners and the Executive Director. 

Mr. Tuomas. The detailed justifications are contained in the pre- 
ceding sections for each activity. 

Total personal services estimate of $6,473,000 is $405,000 more than 
the amount available for fiscal 1960, 

I see your travel is a big item. 
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ANALYSIS OF APPROPRIATIONS AND ESTIMATES BY OBJECTS AND 
ACTIVITIES 


Let us insert page A-—6 in the record at this point. 


(The page referred to follows:) 


Analysis by object 


Standard classification 


01 Personal services__- 

02 Travel_. 

03 Transportation of things. 
04 Communications services 
05 Rents and utility services 
06 Printing and reproduction 
07 Other contractual services 
08 Supplies and materials__ 
09 Equipment 


11 Grants, subsidies, and contributions to retirement fund 


13 Refunds, awards, and indemnities 
15 Taxes and assessments__ 


Total appropriation or estimate 


Estimate, 


Analysis by activities 


Standard classification 


. Non-Federal hydroelectric projects 
Electric power industry 

Natural gas industry 

Federal river development projects 
International Joint Commission_- 
Administration 


Oat One 


Totals- 


Mr. THOMAS. Travel goes up from 


an increase of $70,000. 


1960 1961 
$6, 068, 000 $6, 473, 000 
375, 000 445, 000 
3, 800 3. 800 
74, 000 76, 700 
25, 200 25. 200 
&R, 700 93, 500 
58. 700 115, 900 
73, 600 73, 800 
53, OOO 65, 100 
394, 000 419. 000 | 
3, 000 3. 000 
1, OO 1, 000 
7, 218, 000 7, 795. OOO 
Estimate Estimate 
1Y60 1¥61 
$1, 488, 300 $1, 671, 100 
1, 094, 600 1, 096, 100 
3, 685. 400 4. 075, 400 
354, 200 354, 20 
14, 300 15, 300 
1. 200 582, GOO 
7, 218. 000 7. 795. 000 


NO» 


Estimate, 


TES 


Increase (+) 
or 


decrease (-) 


a 


+$405, 000 
+70, 000 

i + 2, 700 
~ +4, 0 
+57, M0 
+200 

+12, 100 
+25, 000 


Increase (+) 
or 
decre ase (—) 


+-$182, 800 


+1, 500 
+390, 000 


+1, 000 
+1,70 
+577, 000 


$375,000 this year to $445,000, 


Communications goes up from $74,000 to $76,700, an increase of 


$2.700. 


Other contractual services increase $57.200. 


T notice $3,000 on indemnities. 
Mr. 
man. 
Mr. 
forth. 
Mr. 
Mr. 
year ¢ 
Mr. 
$1.900 to $2,500. 


How much did you use? 


adequate to continue. 
Mr. THomas. 
Mr. Linpsay. 1960. 


$500. 


For 1960 or 1961 ? 


Linpsay. Many years we do not use that amount, Mr. Chair- 
Tuomas. This is for rewards for meritorious services, and so 


Linpsay. I think we have not used more than $500 this year. 
THomas. Do you have any idea how much you will use next 
You have $3,000 set out for it. 
Linpsay. Over the past several years it has averaged around 
We think the $3,000 figure we have for this year is 


Mr. Tuomas. I believe you said in the first 6 months you used 





@ (+) 
é (-) 
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ext 


ind 
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Mr. Linpsay. It is not an even thing at all. We are taking it 
strictly on the basis of a number of years. 

Mr. Tuomas. What yardstick do you use in making these awards? 
How do you arrive at them ? 

J understand you make 1 employee happy and 19 mad every time 
you make an award. 

Mr. KuyKenpa.. That is right. 

Mr. Tuomas. The result is that there is bickering and jealousy and 
you have charges of favoritism hurled at you. Is there any truth 
mthat? You ‘hear that commonly said from many of the agencies. 

Mr. KuyKenpatw. I do not think there is any accusation of favorit- 
jm against the Commissioners because the Commissioners do not 
select these people. We have a committee which does that. I do 
not doubt but what some people might accuse that committee of 
favoritism. 

Mr. Katina. There is very little of that in the Federal Power Com- 
mission. The committee is very capable and does a good job. They 
study the thing very carefully. 

Mr. Tuomas. Equipment goes up from $53,000 to $65,100. “Re- 
funds, awards, and indemnities” is $3 ,000. 

Then there are grants, subsidies, ‘and contributions to retirement 
fund, $25,000 more. What is the $25,000 increase under No. 11, 
“Grants, subsidies, and contributions” ¢ 

Mr. Linpsay. Increased cost to the retirement fund. 

Mr. Tomas. By virtue of what ! 

Mr. Linpsay. Additional staff we are requesting for next year. 

Mr. Tuomas. Is the figure of $419,000 for 1961 a firm figure ? 

Mr. Linpsay. Yes, we have calculated that pretty carefully on the 
basis of the staff we have requested. 

Mr. Tuomas. There is not too much room for 





OTHER CONTRACTUAL SERVICES 


Mr. Linpsay. No. The one big item of increase there under code 
07 where we propose to increase $57,000, is $51,000 for the new health 
program which goes into effect the Ist of July. 

Mr. Tuomas. What is the other $6,000 for ? 

Mr. Linpsay. A variety of items. 

Mr. Tuomas. What comprises your biggest item in 07? Your big- 
gest item is $25,000 for the health program. What is the rest? 

Mr. Garcue tn. The health program is $51,000. 

Mr. Linpsay. Might I direct your attention to page G-13, Mr. Chair- 
man? We have set out in detail a complete breakdown of all the types 
of items that come under this object class. 

The first one suffering a slight increase is in construction and altera- 
tions, $2,100. 

Mr. Tuomas. Let us insert page G—13 in the record. 
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(Page referred to follows :) 


Other contractual services 








SS eee 

Item 1959 actual | 1960 estimate | 1961 estimate 

a i i aia nore ee ae _ 
Maintenance and repairs of equipment and office machines__-_--. | $8,727 | $5, 200 | $5, 200 
Rental of motor vehicles Sri ead hienn cee er 8, 461 | 10, 000 | 10, 000 
Construction and alterations...._..............----.....------| 11, 682 | 4,000 | 6, 109 
Employee insurance program _ et as 18, 110 | 19, 700 21, 000 
Length of service pins and plaques____- 771 | 500 "50 
ee me» SE sbad nko beub ab bb Gin ad dul 60h EE 1,750 | 6, 000 6, 000 
ey  emhaneaeesatenes ses 5.108 | 5, 600 6, 40 
mu EAD ib eed ek Asi es cdeel 2, 788 | 2, 500 | 2. 500 
Hire of laborers. _____- a scence ele aie l 561 | 400 | 400 
Transfer to other agencies_____- owe 2. 800 | 3, 800 
Government employee training program _____- . ‘ 3, 000 2, 000 3.000 
Health benefits. -............- sale nase aan 51, 000 
| _—- —— a, 

rad dines elicadekinaadeabinneeadeeeaean 60, 958 58, 700 | 115, 90) 








The $115,900 requested for fiscal year 1961 represents an increase of $57,200 
over funds available for fiscal year 1960. 


Mr. Linpsay. About $1,300 additional goes to the employee j in- 
surance program. There is an increase of $800 in health services, 

We have an increaseof $1,000 in transfers to other agencies. That 
is a type of case such as up in Alaska where we have the Forest Service 
do some work for us on hydrolectric projects for which we do not have 
the staff. 

There is a $1,000 increase in the Government employees training 
program. For the first time the Commission is trying to carry out the 
intent of the Government E mploy ees Training Act. The aggregate 
means an increase of about $6,000 over the-— t 

Mr. Tuomas. Repeat the Training Act statement. 

Mr. Linpsay. That is next to the last item in the list there, Mr. 
Chairman. That is $2,000 this year and we estimate it at $3,000 next 
year. 

Mr. Tuomas. This program was not used last year, was it? To 
whom is this contribution made, the Civil Service Commission? 

Mr. Linpsay. No, sir, they are direct payments we make ourselves, 
For example, we have a few people attend university courses. We 
have several people go down to Georgia Tech to attend a regulatory 
Commission short course which was given down there, a 2-week course, 

Mr. Tuomas. What is construction and alterations used for? 

Mr. Linpsay. When we have to try to squeeze additional people into 
the GAO building, we have to pay for alterations of the space we 
are given to put them in, 

Mr. Tuomas. You mean GAO does not pay this? 

Mr. Liypsay. No, sir, nor does GSA. 

Mr. Tuomas. General Services Administration does not pay yout 

Mr. Lanpsay. No, sir. 

Mr. Tuomas. They will move your furniture, will they not? 

Mr. Linpsay. They charge for everything they give us except main- 
taining the restrooms. 

Mr. Tuomas. Don’t they charge you for that? 

Mr. Linpsay. No, sir. 
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EQUIPMENT 


Mr. Tuomas. Let us look at your equipment item on page G-17. 
(Page G-17 referred to follows :) 











Equipment 
a as a care : = — ra. i 
Item | 1959 actual | 1960 « stimate | 1961 estimate 
eee eames ——? Saas perenne ae eae 
Office machines... _ aeede Sica we Miatéaee $29, 578 | $27, 600 $34, 400 
Office furniture nt bocthehinw ates wneenseeeene] 22, 162 12, 100 | 18, 500 
Bookkeeping machine .. eth e— Geneataaieekeg | 4, 496 : ae 
Copy machines ' 7 ~----------| 1, 681 | 400 | actin 
Dictating equipment js J sal 1, 861 | ~~ an) eee 
filing equipment- aad ate sans t 3, 382 | 2, 500 | 1,000 
Duplicating equipment “8 Cuan 11, 424 2, 600 4, 200 
Addressograph equipment pat ade ag en 2, 759 | Se Feccccney 
Library publications-- a ie wotetal 6, 346 | 4,000 | 5, 000 
Miscellaneous... .. ioniae ieee akon uid 1, 835 1, 800 | 2, 000 
SS hinainem nas daceuenwe sghseds cougernan 85, 524 53, 000 | 65, 100 
| | 
een eee eee eas See eee ae 


A total of $65,100 is requested for equipment for fiscal year 1961. This repre- 
sents an increase of $12,100 over 1960. The needs are discussed below in the 
same order in which listed above. 


OFFICE MACHINES 


A sum of $54,400 will be required in 1961 to (@) continue the program of re- 
placing old and wornout typewriters, calculators, and adding machines at a cost 
of approximately $24,000, which represents no increase over fiscal year 1960, and 
(b) purchase of additional typewriters, calculators, and adding machines to meet 
the needs of the additional staff requested for fiscal year 1961, at a cost of 
approximately $10,400. Under the established long-range replacement program 
3% typewriters, 15 calculators, and 8 adding machines will be purchased as re- 
placements in 1961. To meet the needs of the additional staff for 1961 it will be 
necessary to purchase an additional 22 typewriters and 6 calculators. Unit costs 
currently average $214 for typewriters, $345 for adding machines, and $948 for 
calculators. 


Mr. Tuomas. I read in your justifications about your going into 
your regular cycle on machines, a 10-year period. Office machines 
$27,600 and next year it will be $34,400. 

What did the printing press and new multilith machine cost you? 

Mr. Linpsay. The big item we got last year was our photostat 
machine, a continuous-photostat machine. For the first time in Com- 
mission history we have been absolutely current on all of our photo- 
stating work. 

Mr. Tuomas. What about the office furniture, $18,500? Is that 
based on 91 or 96 additional employees ? 

Mr. Linpsay. The first two items, office machines and office furni- 
ture, are increased costs to provide equipment for the new people 
added under this budget. 

Mr. Toomas. Mr. Evins? 

Mr. Evins. Mr. Chairman, you have done a fine and thorough 
job. My only observation is that we want you to have all the library 
facilities, all the supplies, comforts, and promotions that go with the 
life of the Commission. 
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If you could take some of the personnel off these river projects and 
put them to auditing some of these books to bring about some rate 
reductions for the public I think you would be doing a magnificent 
service if you directed your staff in an aggressive program. You wil] 
cut down on the time of the hearing examiners, also. 

The only criticism we hear of the Commission is that it takes an 
awful long time there, it is awfully slow, and you cannot get quick 
action. 

Put some of your auditors on the books of the utilities and I think 
the Commission would be more than justifying its existence in the 
pubilc interest. 

That is my only observation, Mr. Chairman. 

Mr. Tuomas. Mr. Jonas? 


INCREASES REQUESTED FOR 1961 


Mr. Jonas. What you are asking for is $7,795,000. 

Mr. KuykKeEenpDALL. Yes. 

Mr. Jonas. An increase of $577,000 over last year. 

Mr. KuyKenbau. Yes. 

Mr. Jonas. $405,000 of that is for increase in personnel ? 

Mr. KuykenpDa.u. Correct. 

Mr. Jonas. $70,000 is for increased travel ? 

Mr. KuykKenpDA.Lt. Yes. 

Mr. Jonas. $50,000 is to cover the health act ? 

Mr. KuyKenpatu. Yes. 

Mr. Jonas. $25,000 essentially is for increase in civil service retire- 
ment for the new employees you hope to put on ¢ 

Mr. KvuyKenpDa.u. Yes, I believe that is correct. 

Mr. Jonas. The other increases are really very minor. 

Mr. KuyKenba.u. That is true. 

Mr. Jonas. Those I have named are the major increases ? 

Mr. Kuykenpau. That is right. 

Mr. Jonas. Total number of new employees you seek numbers 85! 

Mr. KuyKenpauu. That is right. 


DIVISIONS OF BUDGET AND FINANCE AND FINANCE AND STATISTICS 


Mr. Ruopes. Mr. Chairman, I am intrigued by something that the 
Chair referred to a while ago in this big chart. I notice under Office 
of Administration you have a Division of Budget and Finance. 

Over on the other side of the chart, under the Office of Chief 
Accountant, you have a Division of Finance and Statistics. Will 
you tell us the duties of those two divisions? 

Mr. Kuykenpauy. Yes. The one on the left is the Division which 
makes up our own budget which we present to you and which we pre- 
sent to the Bureau of theBudget. It handles our own internal finan- 
cial and budgetary matters. 

The one on the right gathers and compiles information for issuance 
in statistical documents we put out. “Finance” in that case means our 
regulatory work over the financing of the utilities we regulate. 

Mr. Ruopes. In other words, the Office of the Chief Accountant is 
an operating division and the other is administrative / 
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Mr. KuyKenpDAuu. That is correct. 

Mr. Ruopes. As I read the record, it appears we gave you everything 
that you asked for last year. Would you say that is a fair statement ? 

Mr. KuyKenpvay. No; I think we got cut $300,000-plus. 

Mr. Tratnor. We were cut $363,000 by the House and $51,000 by 
theSenate. Final action was a cut of $207,000. 

Mr. Linpsay. The House gave us only a $127,000 increase over the 
preceding year, and that was simply to carry the staff that we would 
wind up with at the end of that fiscal year, so you gave us in substance 
none of the major increase we asked for. 

Mr. Jonas. We had given you $900,000 more than in the preceding 
year. 

Mr. Linpsay. The question related only to last year, Mr. Jonas. 
That is all I was answering. 

The Senate attempted to restore the entire amount, and in a compro- 
mise we got about 50 percent of what we asked for. 

Mr. Ruopes. There were two supplementals, were there not ¢ 

Mr. Linpsay. No; not in fiscal 1960. 

Mr. Jonas. You asked for $7,425,000 in 1960 and you wound up 
getting $7,218,000. Is that right? 

Mr. Linpsay. That is right. 

Mr. Ruoprs. Is there any way you can consolidate some of these 
agencies and perhaps save a little bit of money on administration ? 

I will have to congratulate you because your administration cost 
increase this year is so little, but it still strikes me there might be 
some way these operating divisions could carry part of the internal 
administration. You must have about the same skills in the operat- 
ing divisions as you do in some of the administration divisions. 

Is there any way that you can effect some savings through reorgan- 
ization ? 

Mr. KuyKenpDa.L. I will defer to Mr. Trainor. I believe some of 
this administrative expense we show is performed by operating peo- 
ple, is it not, Mr. Trainor? 

Mr. Trarnor. Most of it is applicable directly to personnel in the 
operating divisions. Increased health service and that type of cost 
would be applicable to the whole agency. 

As far as the administrative services are concerned, printing, 
duplicating, and that type of thing, that is done in a central place for 
the benefit of the operating divisions. 

Mr. Ruopes. I am looking again at this Division of Budget and 
Finance. I cannot tell why it takes 14 people to draw up a budget of 
some $7 million or why it takes 14 people to sell a budget like this to 
the Bureau of the Budget and to the Congress. It appears to me 
there should be somebody in the office of the Secretary, perhaps in 
this Division of Finance and Statistics, who can take that on and 
perhaps do a pretty good job of it and do away with that particular 
Division. 

I have noticed in most of the departments of Government, as well 
as in the District of Columbia, Mr. Chairman, they are getting pretty 
topheavy with budget and finance people. I have often wondered if 
those people are supposed to be in the business of dreaming up new 





ways of conning Congress out of a little more money than they had 
previously been able to do? 

This is just a thought—that you might be able to save some money. 

Mr. Linpsay. Within this Division of Budget and Finance we have 
three people who do the payroll work for the entire Commission on 
the basis of handling some 275 pay and leave accounts per employee, 
That is about the most you can get out of an employee whether he is 
located in this office, that office, or : r another one. 

Three other employees handle all the vouchering work for the 
Federal Power Commission, travel vouchers, procurement vouchers, 
adjustments—the entire area of voucher audit and payments, 

We have another group of employees who handle the collection of 
almost $3 million a year that comes in from licensed project fees and 
a dozen and one other sources. 

We can go on and break down for you the complete staff of 14 
people. 

Mr. Ruopes. You are already up to nine. 

Mr. Linpsay. We even have Mr. Cashell, the one man who devotes 
a substantial part of his time to this budget. Actually, the budget, as 
it is presented, figures only 1 man-year. 


COLLECTION OF FEES 


Mr. THomas. We ought to put in a table of fees collected. We like 
to see what is coming in. 

Mr. Linpsay. They are in the back of the book. We may have 
hidden them this time. 

Mr. Tuomas. Are they there? 

Mr. Linpsay. Yes, sir. They are shown starting on page G-23— 
especially on G-25 and G-26. 

Mr. Tuomas. Insert pages G-25 and G-26. 

(The pages referred to follow :) 


chedule of receipts 
GENERAL ACCOUNTS 


In thousands 








Receipt | PTS at 
symbol Receipt title Actual, 1959 
Estimate, | Estimate, 
196i 1961 

0899 | Miscellaneous fees for permits and licenses not 
otherwise classified __ $1, 235, 9C8 $1, 347 $1, 446 

1090 | Miscellaneous fines, penalties, and forfeitures not 
otherwise classified MS icici de. cada bee 
2250 | Sale of publications and reproductions | _- 39, 809 31 25 
2461 | License benefit charges___- 53, 400 1, 200 1, 200 
2490 | Fees and other charges for miscellaneous services 1, 531 J 2 2 
| Total general receipts. - - ia ‘ 1, 330, 689 2, 580 2, 673 
1 Includes $117.300 for 1959 charges from State and municipal licensees, estimated in accordance with 


Commission Order 205 dated June 6, 1958. 


ey. 
ave 


on 
yee, 
B18 


the 
ers, 


of 
ind 


14 


tes 


like 


ave 





271 


Schedule of receipts—Continued 


SPECIAL ACCOUNTS 

















ee “i Sachets ‘a 
| In thousands 
eceipt | 1 | ’ —_—— — 
pembol Receipt title | Actual, 1959 | 
Estimate, Estimate, 
1960. | 1961 
———_———_—___—___— - a 
105 | Licenses under Federal Power Act from public 
lands and national forests, payment to States: 
0899 Miscellaneous fees for permits and licenses, 
not otherwise classified (general) - - -. -| $58, 656 $57 | $61 
5000 | Receipts, reclamation fund, special fund, reclama- | | 
tion fund collections, other agencies. - _ _- | 2 78, 208 276 | 2 82 


5125 | Licenses under Federal Power Act, improvements 
of navigable waters: 0899 M iscella aneous fees 
for permits and licenses, not otherwise classified 
(general) a 152, 376 152 | 152 

5882 | Oregon and California land- grant fund: 0899 Mis- | | 
cellaneous fees for permits and licenses, not other- 
I ee mnabn : 2715 21 2} 


Total special receipts._....._- oe 289, 955 286 296 








? These receipts are deposited direct to reclamation fund and O. & C. land-grant fund, Department of 
the Interior. 


Mr. Apams. You will find a total of $1,800,000 there. That totals 
all of the collections under the Power Act. 

Mr. — That is on page G-24 ? 

Mr. Apams. Yes, at the bottom of page G—24. 

Mr. Ruopes. Where did you absorb that sum of $200,000 that you 
asked for last year and did not get ? 

Mr. Kuykenpa.tu. Mainly in our gas work. Of course, at the time 
we appeared here last year we were not staffed completely as we are 
now. I am sure that was what influenced this committee to cut us 
at that time. 

We have gotten completely staffed now and we are confident we can 
do the staffing we are requesting. 


NATURAL GAS INDUSTRY WORKLOAD 


Mr. Ruopes. Speaking of gas work, I notice on page D-3 your esti- 
mate this year is that you will be able to complete some 2,548 cases 

and you expect an increase of only 1,800 cases during the year, which 
would be the first year since the Phillips case came down that you have 
been able to reduce your backlog. 

Do you think you will actu: ally be able to do that in 1961 ? 

Mr. Katina. Yes, sir. We are just about reaching that. point in 
the certificate work. 

Mr. Ruopes. It would be very fine if you can start the trend down- 
ward in those cases, 

That is all, Mr. Chairman. 

Mr. Tuomas. Mr. Chairman, we are very grateful to you and your 
entire staff. We think you are doing a tremendously important job 
and we think you are doing it well. 

We are proud of all of you. Come back and see us. 

Mr. Kuyxenpatu. Thank you very much for your consideration of 
us, Mr. Chairman. 
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SALARIES AND EXPENSES 


Program and financing 





i | 
| . ‘ | 

| 1959 actual | 1960 estimate | 1961 estimate 
scien ete tecnica epee eattnianee eet —aererpenver — 

Program by activities | 


1. Full disclosure provisions. -- — . $1, 979, 440 $2, 035, 000 | $2, 312, 500 
2. Prevention and suppression of fraud____- phaadl 2, 996, 105 3, 263, 300 3, 560, 300 
3. Supervision and regulation of securities m: arkets 209, 264 210, 600 229, 500 
4. Regulation of investment and public utility holding | | 
II 8 od can nciltadelentiewce dewedon A Senet 483, 592 | 500, 700 | 609, 700 
5. Corporate reorganizations - --- sliettaieahindrena tent zl 261, 699 275, 300 | 292, 100 
6. Operational and business st atistics - po od ee | 224, 303 231, 000 | 231, 000 
7. Executive and staff functions.............-- eescal 885, 062 913, 100 956, 200 
8. Administrative services - - austenite Ss 660, 747 | 671, 000 | 708, 700 
9. 1959 program obligated in MM See tt ; —38, 079 nn mbashedal otbccunnene 
I echideds . imma 7, 662, 133 8, 100, 000 | 8, 900, 000 
Financing: 
1959 appropriation available in 1958 - tee a 38, 079 | 
Unobligated balance no longer avail: OR eT a 4, 788 


Appropriation (new obligational authority) -.....- aaa 7, 705, 000 | 8, 100, 000 8, 900, 000 
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Object classification 


. mane 























| 1959 actual | 1960 estimate | 1961 estimate 
| 

eee — 
Total number of permanent positions.--..........-...-..---- 953 1, 000 1, 092 
Full-time equivalent of all other positions___.........-..-...-- 6 5 5 
Average number of all employees- ---....--.- ho talihbaus 910 954 1, 042 
Number of employees at end of year---.--..........-----.---- | 937 | 1, 000 1, 092 
Average GS grade I olin dared cnaiidhicge acmihis 8.8 $7,099 | 9.0 $7,210 8.9 $7, 161 

01 Personal services: | 

POTMORTIONES DOMAODS oo dcccns cect sccouccocéSekuuccen $6, 450, 232 $6, 797, 922 $7, 376, 000 
Positions other than permanent-______..........---..-- 22, 907 19, 900 20, 000 
Other personal services. -._- neath csi ainar tecneaeia ean cbescapdtetiast 72, 414 71, 978 52, 000 
| = -— —_—__-_-—— —— | —$—$—$$ 
Total personal services_............_-- bad iS Di | 6,545, 553 6, 889, 800 7, 448, 000 
02 Travel_- Mid vtphis x pipa cise Rgbnsenctaancknekewde dered 234, 119 | 261, 600 295, 800 
03 Transportation of things. ....................-....- ee 4, 208 9, 600 10, 500 
ie A IR ORGIOS SOT VIONS. 055 5s sock ce ce dmccoecenaseccses< ‘ 171, 686 181, 800 198, 400 
meats Gmc Welty Berviess._.--....-oe 2 .s. eee 22, 108 20, 400 20, 400 
ae MGR GI WORTOGIOCIOE 65 onc. ck enone nvnndnuncenneesss 36, 214 36, 500 46, 500 
er UerMORtGns BOTWIOND.. o.oo caranccaccscercesecucweu 128, 134 133, 100 247, 000 
armenian Od Materials... oo. ii255. nce 103, 826 | 101, 200 113, 600 
sw inne ance nds nines ala nakie a eaadueaen ponte 64, 089 43, 800 53, 200 
11 Grants, subsidies, and contributions__................._-- 368, 77 400, 000 441, 300 
138 Refunds, awards, and indemnities_-..................-...- 7, 213 7, 200 8, 000 
i nL ans. coxahacrintee: eat dwecanlt aceemanns ee 14, 292 15, 000 17, 300 
1959 program obligated in 1958_.............-..-----.---....-- OTB ints dad nen lebenk 
NII. ek odtncntmscedcnesenceutecz dues 7, 662, 133 8, 100, 000 8, 900, 000 








Mr. Tomas. We have with us this morning the Securities and Ex- 
change Commission. I see many old friends and familiar faces. It 
it always nice to have this distinguished group with us. 

Do you or any of your staff members have a statement, Mr. Gadsby ? 

Mr. Gapspy. I have a statement, Mr. Chairman. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, it is a pleasure for 
my fellow Commissioners and me to be here with our staff to discuss 
with you the program activities and the financial requirements of the 
Commission for the fiscal year beginning July 1, 1960. 

The details of the Commission’s activities and personnel needs for 
fiseal 1961 are included in the justifications which have been already 
furnished to the committee. In order to avoid duplication, I shall 
attempt to confine these supplementary remarks to highlighting the 
program activities in the past few years, to make perfectly clear to 
you the administrative crisis which we are facing and to describe our 
anticipated workload in 1960 and 1961. 

The President has recommended an appropriation of $8,900,000 
for the Securities and Exchange Commission for fiscal 1961. This 
represents an increase of $800,000 over the appropriation of $8,100,000 
for the current fiscal year. Of this increase, $558,200 relates to in- 
creased personal services and $241,800 to other expenses. All items 
of increase or decrease are listed in column 4 of page 4 of the justifica- 
tion. Before I discuss the programs which are responsible for this 
increase, I would like to take a few minutes to discuss generally the 
current conditions in the securities markets. 
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BASIS FOR THE 1961 ESTIMATE 


Every available index indicates that the high level of expenditures 
for new construction and plant expansion, which has been one of the 
major influences in the capital market for the past few years, will be 
sustained in the immediate future. For this reason, we believe that 
we will be required to supervise es issue of new securities in the 
coming year at as rapid a pace as we at present, or possibly even 
more so. 

Second, there is far greater public participation today in the capi- 
tal markets than the country has ever before witnessed, ‘and it is rap- 
idly increasing. The number of holders of shares in publicly owned 
corporations has been estimated by the New York Stock Exe hange to 
have increased from 8,650,000 at ‘the end of 1955 to 12,490,000 as of 
June 1959. In early 1952, this figure was only about 6,490,000, 

In the third place, trading in the market continues at a brisk pace, 
The total number of shares estimated to have been traded on the New 
York Stock Exchange during the year was over 1 billion, and the 
total number estimated to have e been traded on all exch: inges Was over 
1.6 billion. During the average business day on the New “Y ork Stock 
Exchange in 1959 there were an estimated 1.113.500 shares tr aded, as 
against an average of 3,657,000 shares in 1958. No similar statistics 
are available for ‘the over-the-counter market, but I think it is safe to 
say that there was a parallel increase in such activity in those circles. 
This activity has a direct bearing on the work of the Commission, as 
I will describe later. 


ESTIMATE OF AVERAGE DAILY VOLUME OF TRADING ON NEW YORK 
STOCK EXCHANGE 


Mr. Tuomas. I remember reading one sentence which sticks in 
my mind. 

A recent study by an engineering firm employed by the New York Stock Ex- 
change concludes that average daily volume of that exchange may exceed 4 to 5 
million shares during the next several years. 

How does that jibe with the present situation of less than 3 million! 

Mr. Gapssy. At the present time trading has fallen off. 

Mr. Tuomas. People think we will be in for very little trading in 
the next 2 or 3 years. 

Mr. Gapspsy. That is not the conclusion that the New York Stock 
Exchange arrives at nor the independent engineers. At the present 
time there is less trading than normal]. It is a dull market, but to 
morrow it might turn to 4 million shares again. I have very little 
doubt but that. it will so do during the year. 

New issues of securities were ~ favorably received during the year 
and quickly sold, though some of them were of dubious quality 
or were frankly spec ulative in nature. This activ ity has attracted the 
attention of a number of individuals who are willing to use any ruse 
in order to sell securities, and who avail themselves of every conceiva- 
ble scheme to evade the full disclosure and antifraud provisions of the 
Federal securities laws. This has some other important effects upon 
our work, also, as I will show in a few minutes. 
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We have prepared several charts, designed to show graphically the 
workloads in certain areas of the Commission’s work during the past 
$ or 4 years, as well as our estimates for fiscal years 1960 and 1961. 
{ will discuss with you in detail three of the several programs ad- 
ministered by the Commission to improve our handling of which we 

expect to assign 80 of the 92 additional positions being requested. 


FULL DISCLOSURE PROGRAM 


The first of these areas is the full disclosure program. All work 
relating to this program is performed by the Division of Corpora- 
tion Finance except for the examination of Regulation A filings, 
which is done in the regional offices. A total of 33 additional posi- 
tions will be required in order to improve our work in this program 
in 1961—82 in the Division and 1 for the New York regional office. 

The three main facets of this program are: (1) the examination 
of registration statements and other filings; (2) the review of pre- 
liminary proxy material; and (3) the conduct of administrative pro- 
ceedings. Approximately 79 percent of the Division’s time and ef- 
forts are devoted to these areas. 

Since prompt clearance of registration statements is vital to the 

securities industry and to the flow of capital in the market, the Com- 
mission is under constant pressure to complete its analysis of such 
filings in the shortest possible time. When the Securities Act was 
drafted in 1933, Congress contemplated that 20 days would elapse 
in the or dinary’ case between the filing date of a registration state- 
ment or of an amendment thereto and the time it would become ef- 
fective. This waiting period was designed to permit the Commission 
to make a critical review of the papers and to provide investors with 
an opportunity to become familiar with the proposed offering. Un- 
der the present statute it is expected that, during this time, the in- 
formation disclosed in the registration statements will be disseminated 
through circulation of the preliminary prospectus. The Commission 
is empowered to accelerate the effective date so as to shorten the 20- 
day waiting period where the facts justify such action. 

At this point, I wish to make it abundantly clear that the work- 
load in this area is entirely beyond our control. Registration state- 
ments and regulation A filings are filed by the financial community 
to suit their own ends. When they are so filed, we cannot fail to go 
over them carefully, and, if humanly possible, within the very short 
statutory period, and to insist upon their proper amendment, nor 
can we fail to take appropriate action where there appears to ‘be a 
deliberate attempt to mislead or to evade adequate disclosure. Let’s 
take a look at some charts we have prepared relating to this program. 


REGISTRATION STATEMENTS FILED 


The first chart (I) shows the number of registration statements 
filed and the number pending in the agency. In 1957, 943 pease 
tion statements were filed with the Commission. In 1959, 1,226 state- 
ments were filed, a 30-percent increase. When our budget for the 
current year was made up, we estimated that 1,300 registration state- 
ments would be filed. This estimate has proved to have been on the 
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ultraconservative side. For the 6 months ending December 31, 1959, 
we have received for filing a total of 748 registration statements, and 
we have been forced to revise our estimate upward to about 1,500 
statements for this fiscal year. For 1961, we estimated last October 
that 1,350 registration statements would be filed. I do not believe 
that, under conditions as they have developed, this estimate either is 
realistic, and I think such figure will reach certainly 1,500 and very 
probably more. The crosshatched part of the columns represents the 
number of registration statements pending at the beginning of each 
year. That number plus those filed represents total work to be acted 
upon. 
REGISTRATION STATEMENTS EXAMINED 


The overlay to this chart indicates the actual number of registra- 
tion statements examined during 1957-59, and as we originally esti- 
mated them for 1960 and 1961. In 1958, we examined 873 registra- 
tion statements. In 1959 this figure reached 1,119, an increase of 28 
percent. In 1958 the average number of employees assigned to the 
examination of filings and the conduct of administrative proceedings 
incident thereto was about 112. Last year, the same figure was 115, an 
increase of about 3 percent. For the current vear, we have an au- 
thorized strength in this particular force of about 122, an increase of 
6 percent, who we hope will be able to handle 1,277 statements, an 
increase of nearly 14 percent. We have, rather optimistically, esti- 
mated that an increase of 23 persons in this branch will be able to 
examine 1.525 statements. The difference between examined and total 
workload for each year is workload carried forward, which has in- 
creased substantially since 1957. 


DOLLAR VALUE OF SECURITIES REGISTERED 


The mere volume of filings is, however, not nearly the whole story. 
There were 809 registrations which became fully effective in fiscal 
1958. These issues totaled about $16.5 billion in value, an ave rage per 
issue of $20,400,000. The 1,055 issues effective in fiscal 1959 repre- 
sented $15.657 billion, or an average per issue of just under $15 mil- 
lion. In fiscal] 1958, the number of issues of companies which had not 
previously filed registration statements was 28 percent of the total. 
In 1959, the ratio crept up to 39 percent. In the first 6 months of fis- 
cal 1960, i.e., the last 6 months of 1959, 48 percent of the issues filed 
with us were those of new customers. During the first week in Janu- 
ary 1960, there were 16 registration statements filed, with an average 
dollar value of about $12 million. The 14 statements filed in the 
comparable period in 1959 had an average value of about $31.5 million, 


NEW REGISTRATION STATEMENTS 


These are significant figures to us. As an example, one particular 
large gas transmission company has filed with us some 46 registration 
statements from 1933 to date. Its officers and counsel know precisely 
what information our regulations and practices call for, and our staff 
is completely familiar w ith its activities and corporate structure. To 
review one of these statements is, for us, relatively simple and an issue 
of $50 million may take only a comparatively brief period of staff 
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time. However, when a bailout issue of $500,000 in stock of an ob- 
sure gadget manufacturer in some Midwest town is filed, it is pretty 
certain to have been prepared by corporate officials and counsel who 
have had little, if any, previous experience with us. Such an initial 
effort will require far more staff attention and time, and the letter of 
comment may run to many pages. Statistically, it takes, on the aver- 
age, roughly 33 percent more time to clear a new company’s statement 
than it does one which has previously made a filing with us. I may 
also add that there has been a very noticeable increase in the past year 
or so in the number of filings representing such secondary offerings or 
mixed primary and secondary. 

As the result of the influences I have described, our performance 
records in this field of our work have seriously deteriorated. 


EFFECTIVE DATE OF REGISTRATION STATEMENTS 


The next chart (II) shows the actual number of calendar days 
which elapsed between the date of filing of registration statements to 
the date of disposal for the period 1956-59, inclusive. In 1956, 43 per- 
cent of the total number of registration statements examined were dis- 

sed of in less than 20 days, “which is the time prescribed by statute. 
In fiseal 19: 59, this figure decreased to 25 percent. Inthe past 6 months, 
only 14 percent of the total number of registration statements exam- 
ined were disposed of in less than 20 days. The average length of 
time within which an issuer or underwriter could expect to receive his 
first concrete indication of the particulars in which, in the opinion of 
our staff, his registration statement was defective or inadequate was, 
in 1958, about 14 ds iys. Asof December : 31, 1959, it was about 26 days. 
So, too, there has been a progressive increase in the number of days 
elapsed from date of filing to date of disposal since fiscal 1956. As of 
the end of December 1959, the total elapsed time for the average issue 
between filing of the registration statement to the effective date was 
41 days. In June 1959 it was 31 days. During fiscal 1959 it was 28 
days, ‘and in fiscal 1958 it was only 24 d: ays, which was about the aver- 
age for 1948-58. In the past 18 months we have been forced on many 
occasions to advise underwriters and issuers that we would be unable 
to meet the time schedules either desired by them or established by law. 

On the occasion of some of my previous appearances before your 
committee, I have assured you of the competence and diligence of our 
staff. Let me repeat this assurance here. I do not believe that any 
further administrative measures are available to us which would not 
seriously affect the public interest, nor do I think that we can increase 
our output per employee. They are just as much upset as we are 
over the situation I have described, and have put in many hours of 
unpaid overtime in trying to fight their way out of it. I can ask no 
more of them, and am limited toa request for sufficient funds to relieve 
them by hiring additional help. 


PRELIMINARY PROXY STATEMENTS AND PROXY CONTESTS 


The second important area of the full disclosure program to which 
I wish to call your attention is our review of preliminary proxy 
statements, including those filed in proxy contests. As you know, 
copies of proposed proxy material must be filed with the Commission 
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in preliminary form at least 10 days prior to the date of solicitation, 
When such material is tiled, it must be reviewed by the staff before 
it may be used for submission to the stockholders. In very man 
instances, the material as originally filed with us fails to meet the dis. 
closure standards prescribed by statute and our rules. The various 
contentions thereby raised must. be resolved within the 10-day period, 
This is particularly true in proxy contests, which are often bitterly 
aomnel. and where the necessity for a quick decision places a heavy, 
and uncontrollable burden on the staff of the Division. These matters 
affect the interests of great numbers of security holders and often 
involve substantial corporate advantages. It is essential that they be 
handled fairly, impartially and promptly if the Commission’s work is 
to be effective. Some proxy contests require very extensive financial 
study and analysis, investigative work and often complicated legal 
action by the Commission and involve a very large amount of staff 
time by teams of investigators, attorneys, and accountants in order 


that extremely controversial material may be effectively and carefully 
handled. 

The next chart which we have prepared (IIT) is designed to give a 
graphic indication of the workload in this area. The number of pre- 
liminary proxy statements filed with us was 1,944 and 2,024, respec- 
tively, in fiscal 1958 and 1959. We estimate that for 1960 and 1961 
this load will reach 2,100 and 2,200, respectively. It is vitally im. 
portant, moreover, to note that about 75 percent of these statements 
are received by the Division in the third quarter of each fiscal year, 
when by far the greatest number of annual corporate meetings are 
held, and that they must be reviewed by the same staff that is at the 
same time involved in the examination of registration statements and 
yeriodic reports. As the result, a great peak in the Division’s work- 
od shows during this period, the inspection of annual and periodic 
reports is necesarily postponed, and hundreds of hours of voluntary 
unpaid overtime must be utilized in order to complete the timely 
examination of the proxy statements. I might mention that the in- 
crease in the number of proxy contests shown in fiscal 1958 over 1957 
was probably the result of lower corporate earnings in the calendar 
year 1957. A diminution in earnings typically generates dissatisfac- 
tion among stockholders, and we may expect very serious pressure in 
this field if such earnings fall again. 


EXAMINATION OF ANNUAL AND PERIODIC REPORTS 


The next chart (IV) shows the number of corporate financial re- 
ports filed with the Division, the so-called forms 8—K, 9-K, and 10-K, 
designed to make public on a periodical basis the financial condition 
of corporations and any significant changes in their operations. In 
the very nature of things, the effective review of these reports takes a 
great deal of time. As this chart shows, there were 4,000 reports pend- 
ing at the beginning of 1957, the examination of which had not been 
completed. At the beginning of the current fiscal year, there were 
7,200 such reports pending. We estimate tliat there will be 11,600 
such reports pending next July 1. 

Mr. Tuomas. What is the exact nature of these reports and how 
important are they ¢ 
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Mr. Gapssy. The form 8-K is a contemporary report. It is re- 
quired to be filed 10 days after the close of the month in which any im- 
portant change in the business or financial condition of the company 
occurs. 

Mr. Tuomas. If the company has changed officers or directors or if 
it has lost money or if its earnings have fallen off ? 

Mr. Gapspy. It is not a question of earnings but a question of some 
material corporate change, such as a change in their business, acqui- 
sition of a new company, issue of securities by the corporation, any 
acquisition of an important contract, any material change in the oper- 
ations of the company must be reported within the 30 days. 

Mr. THomas. Outside of issuance of securities what can you do 
about it and what do you do about it? 

Mr. Gapspy. We are supposed to review these forms currently in 
order to detect. any violation of the Securities Act. They are checked 
for accounting accuracy. The whole purpose of the report is to make 
public immediately any substantial change in the cor poration so that 
people may know what the situation of the cor poration is currently 
and make their determination as to whether to buy or sell their securt- 
ties on the basis of official information. 

It is important for us to examine these reports in order to make sure 
that there is adequate disclosure for the public use. 

Forms 9-K are the 6-month financial statements. They are interim 
fnancial statements between the regular annual statements. 

Form 10—K, the annual statement, contains a summary of the year’s 
operations of the corporation and takes the form of certified balance 
sheets, earnings statements, and so on. 

Mr. Tuomas. Suppose you take exception to one of these reports. 
What do you do and what can you do? 

Mr. Gapspy. We make them correct them. If they refuse to cor- 
rect them we bring proceedings to oar el them to amend. 

Mr. Tomas. Suppose corporation A buys some of corporation B 
and you object to it. What can you do about it 2 

Mr. Gapssy. We have no power to object to it. All the power we 
have is to compel disclosure to the stockholders of the fact they have 
bought the corporation. We have no supervisory power over the 
corporation. 

Mr. Tuomas. Out of this tremendous number of cases you list here 
how many of them have produced any Commission action ? 

Mr. Gapspy. I will ask Mr. Woodside to answer that. 


COMPLIANCE WITH REPORTING REQUIREMENTS 


Mr. Woopstne. I would estimate that in perhaps 25 to 30 percent 
of the cases the Commission through its staff clarifies or explains 
whatever the corporation has done. Ina much smaller percentage of 
the cases, perhaps 2 to 3 percent, we will have administrative pro- 
ceedings, and in some cases there have been criminal prosecutions 
because of false filings. 

Mr. Tuomas. In those 25 percent did you find where any fraudulent 
intent was involved, trying to conceal pertinent facts, or was it the 
manner in which the information was set forth to the Commission ? 

Mr. Woopsiwr. Without trying to pass judgment on what the in- 
tent was, there is a substantial number of these cases where there is 
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material concealment or material distortion of significant financial 
facts. Most of our work, really, is concerned w “ith trying to get 
‘clarification and an explanation of financial transactions which are 
not fairly and fully disclosed. 

Mr. Tuomas. 25 percent of them ? 

Mr. Woonsine. In 25 percent of the cases there are points which 
we will seek to correct. 

Mr. Tuomas. You say points. How serious would that 25 percent 
be? Would it be negligible? Would it be of such a nature to 
warrant more publication in the matter ? 

Mr. Woopsine. 25 percent relate to cases where we have asked the 
companies to make some change in their financial statements or to 
make some other amendment to their reports. 

Mr. Tuomas. Did you have wholehearted cooperation from the 
corporations or did you have to take further action to get them to make 
further disclosure ? 

Mr. Woopsipre. If by cooperation you mean do they do these things 
without argument the answer is “No.” We have some diffic ‘ulty with 
many of them, but it is not very often percentagewise that we actually 
have to—— 

Mr. Tuomas. Do they disagree with your interpretation of the law? 
Is that it ? 

Mr. Woopsipe. They may disagree with our « nee tion of our own 
rules and regulations. In many cases there are real issues as to the 
proper accounting to be followed, and not si enmanibe the company 
will attempt to do something which its own accountants will object to, 

Mr. Tuomas. I did not understand that. 

Mr. Woopsipz. The company will try to do something which its 
own accountants object to. 

Mr. Tuomas. Is that the only serious objection you have to them? 

Mr. Woopsiwe. I think Mr. Barr will tell you he spends a large 
amount of his time trying to keep the companies and the profession 
straight. 

Mr. Tuomas. I understand the lawyers have to keep Judge Barr 
straight so you meet yourself coming back. 

Mr. Barr. It works both ways. 

Mr. Gapssy. In 1957 there were 9,900 of these reports filed with 
the Commission as compared to 11,100 in 1959, and we anticipate a 
load of 11,100 and 12,100 in 1960 and 1961, respectively. 


NECESSITY FOR SUBMITTING ANNUAL AND PERIODIC REPORTS 


The clear intent of Congress in adopting these filing requirements 
was to enable the public to have current information before it on the 
basis of which it could form an investment decision. To carry out this 
intent, it is incumbent on the Securities and Exchange Commission 
first to ascertain that the information so made available complies 
with the statute and our rules and is not on its face misleading; and, 
second, to determine whether any of the corporate activities there 
described are in violation of any provisions of the securities acts. We 
can, and have introduced procedures whereby we can take reasonably 
prompt action to compel the filing of these reports. The Commission 
does not pretend to say to the public that a current report is accurate 
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or that the transactions there set forth are lawful, but we can and 
should conclude promptly after the filing whether or not it complies 
with established standards and if there appears on its face any basis 
for instituting an investigation designed to determine whether or not 
the statements therein made are false or misleading or indicate a viola- 
tion of the law. Our failure to do so endangers the interests of the 
investors and substantially frustrates the intent of Congress. 

Mr. Botanp. Do you tell the public that you have examined these 
statements? How does the public know what you have done? 

Mr. Gapssy. The public does not know. Statements are filed with 
us and with the stock exchange. The information contained in those 
statements usually is disseminated by these various financial services, 
such as Moody’s and Standard and Poor’s. They do inspect them 
as they are filed and they do publish them in their services. 

Whether we have had an opportunity to review them or not, they 
go out. That is exactly the danger there is in our failure to review 
them promptly, because it may be that false or misleading informa- 
tion can get out to the public in just that way. 


REQUIREMENTS FOR SUBMITTING FORMS 8—K, 9—-K AND 10-K 


Mr. Botanp. In many of these statements are they repeat com- 
panies / 

Mr. Gapssy. Every listed company and every company which has 
issued securities under the Securities Act and which has more than 
$3 million in assets is involved. 

Mr. Botanp. That is in connection with what our chairman asked 
of the head of this Division. How many have you found that are 
false and misleading? How many did you find in calendar year 1959 
that were false or misleading? 

Mr. Gapssy. About 25 percent of the statements required amend- 
ments. 

Mr. Botanp. Did they amend them? 

Mr. Gapspy. Surely. 

Mr. Bouanp. If they fail to amend them what do you do? 

Mr. Gapssy. We can compel them to amend them. 

Of course, you must remember, Mr. Boland, that there are all sorts 
of degrees in this failure to comply with our rules and with the rules 
of the statute. They run all the way from minor infractions to major 
infractions. 

Mr. Ruopes. What is your form of compulsion if they fail to 
amend ¢ 

Mr. Gapssy. My recollection is that we are empowered to enjoin 
them if they fail. 

Mr. Merxer. We seek mandatory injunctions to compel them to file 
reports. I have about four of those cases in my office now, one recently 
filed in New Orleans. 

I might also say, recently we published a list of those companies 
which filed reports with us which numbered well over 3,000. We 
make this list of those companies which are filing reports with us 
available to the public. 

Mr. Gapssy. The difference between the 11,000 tabulated and the 
8,000 comes from the fact that the 9—-K’s are required to be filed an- 
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nually, also, and in the 6-month period, and the balance is made up 
of the forms 8-K which are unpredictable in number. 


JURISDICTION OF THE COMMISSION 


Mr. Tuomas. Do you have to prove interstate commerce before 
you have jurisdiction ¢ 

Mr. Gapspy. Any corporation which is listed on the exchange is 
one over which we have jurisdiction. 

Mr. Tromas. That is in interstate commerce. 

Mr. Gapssy. Any corporation which has previously issued secu- 
rities through the filing of a registration statement is subject to our 
jurisdiction. Of course, as to a corporation which does not file with 
us and never has had an issue under the Securities Act, and which 
is not listed on the exchange, we have no jurisdiction over. 

Mr. Tuomas. Regardless of the amount, if he is not engaged in 
interstate commerce and if he markets his securities locally 

Mr. Gapssy. Even if he is engaged in interstate commerce, he is 
not required to file the financial statements. For example, the Aetna 
Life Insurance Co. does not file annual statements with us. 

Mr. Sarcent. One of the compulsions we have over companies is 
that if they file information which is by omission or otherwise incom- 
plete we would necessarily feel it was false and misleading. If we 
brought an action to compel a filing of the correct information it 
would be predicated upon a charge it was false and misleading. You 
cannot let out into the public domain false and misleading 
information. 

Mr. Txromas. Pretty good weapon to have; is it not? 

Mr. Sarcent. It is very effective. 

Mr. Ruopes. Does not your power also extend to a cease-and-desist 
order ? 

Mr. Merxer. We do not have it in the same way the Federal Trade 
Commission has. We have to gotoa U.S. district court, Mr. Rhodes, 
in order to obtain the relief we are seeking. 

Mr. Ruopes. As a condition of accepting a filing can you compel a 
“voluntary” offer to rescind as to previous purchasers of the security? 

Mr. Woonsine. No, sir; we have no authority to compel rescission of 
a transaction which may have been illegal under one of our statutes 
or otherwise. We can require disclosure of the circumstances and 
disclosure of the effect. It sometimes occurs that the parties rather 
than doing that will themselves undertake to rescind or to restore the 
situation to its previously existing condition, but that is not a function 
of ours and it is not a power of ours. 

Mr. Tuomas. When all the facts have been disclosed that is the end 
of your jurisdiction ¢ 

Mr. Gapspy. That is correct. 

Mr. Tuomas. If he has his eyeteeth taken out then it is no longer 
under your jurisdiction ¢ 

Mr. Gapssy. That is up to the courts to determine. 

Mr. Ruopes. If the company does make an offer to rescind and the 
offer is couched in the proper language, you regard that as more or 
less a whitewash of previous sins committed ? 

Mr. Woonpsipr. Not necessarily. The parties are left to whatever 
their legal rights are. 











1- 
ir 


> 


ger 


the 
s or 


283 


Mr. Meeker. May I just say, Mr. Rhodes, in response to that, that 
in our investigations both in Washington and in the field, voluntary 
rescission Offers have been made during the progress of our investiga- 
tion, and it may be, after the investigation is closed, that either the 
Commission or the U.S. attorney will decide that the case is not prose- 
cutable because of the rescission offers that have been made. 

But, we have in our pene power to enjoin those 

Mr. Ruopes. That is like entering a plea to a lesser included offense. 

Mr. Jonas. May I ask a question at this point, Mr. Chairman ¢ 

Mr. Tuomas. Surely. 





PRELIMINARY PROXY STATEMENTS 


Mr. Jonas. With reference to the large number of proxy statements 
you have to examine, there being 2,024 in 1959, is not a great majority 
of those simply routine? They are just calling for regular, more or 
less, annual meetings where no controversial subject is expected to 
arise? Is that true or not ? 

Mr. Meeker. Mr. Woodside can probably tell you more about that 
than I can. 

Mr. Woopsipr. For the fiscal year ending last July—and that is 
the latest period for which I have figures—there were about some- 
where between 400 and 500 solicitations which involved items of busi- 
ness going to the stockholders other than routine election of directors, 
and so forth. 

Mr. Jonas. The other 1,600 or 1,800 did not involve anything that 
required more than a casual look ¢ 

Mr. Woopsipr. That is correct. 

Mr. Jonas. So we are dealing really with about 500 instead of 
2,500 @ 

"Mr. Tuomas. Or less. If there is going to be a contest, they will 
be notified by the disgruntled directors or stockholders who will say: 
“We have a proxy fight.” 

Mr. Woopsipr. I am not talking about proxy fights, but solicitation 
of stockholders for their approval of items of corporate business other 
than routine elections, and so forth. 

Mr. Jonas. Which will require affirmative action on the part of the 
stockholders ? 

Mr. Woopsipr. Some of the most troublesome problems we have 
are in that area. 

Mr. Jonas. The mere recital of the fact that you have 2,000 to 
examine does not really give the true picture of the amount of work 
involved, because you really have only to work with one-fourth of 
that number ? 


INCREASE IN WORKLOAD OF THE DIVISION OF CORPORATION FINANCE 


Mr. Woopsipr. It does not give the true picture because it does not 
tell the whole story of the difficulties that we have with the 1933 act 

rogram and the proxy work bunched up at the same time of the year. 

he bulge in public financing almost invariably occurs in March and 
April when companies are employing the financial statements for 
the preceding fiscal year, and most corporations in this country have 
their regular meetings of the stockholders in the spring of the year. 
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The bulk of those 2,000 proxy statements and a high percentage of 
the registration work under the 1933 act came into the Commission jn 
the first 4 or 5 months of the year, and when we have a volume such ag 
we have had in the last 2 years it is more than we can handle. 

A merger proxy statement coming in at a time when we are tryin 
to handle the 1933 act work and the bulk of the annual meeting wor 
requires the time of numerous people in our place that cannot be 
devoted to the other work. It just bogs us down. A merger can be a 
very troublesome piece of business for 1 us, as well as for the companies 
involved. 

Mr. Jonas. Of course, you receive some help from elements within 
the corporation and in the brokerage houses. In other words, you 
get some help from the disgruntled ‘direc ‘tors or the minority groups 
or the ones who are objecting. They are examining these things also, 

Mr. Woopsipr. Usually the first public knowledge of a merger 
transaction is when the proxy material goes to the public. When it is 
filed with us, it is not public information, and we very often do not 
get objections from a minority group until after the solicitation has 
been launched. 

When that occurs, if there is anything wrong with the material, 
then we really do have a problem on our hands. 


POSTPONEMENT IN THE EXAMINATION OF ANNUAL AND PERIODIC REPORTS 


Mr. Gapssy. The overlay to this chart shows that, since 1958 and 
as we anticipate for 1960, the number of reports examined has been 
progressively fewer each year. This situation is the result of the fact 
that personnel of the examining branches which review these reports 
are the same persons who examine registration statements and review 
preliminary proxy statements. To arrange otherwise would entail 
wasteful duplication of familiarity with corporate structures and 
histories. These men can only do so much work, and there is no 
statutory time limit established within which corporate reports must 
be reviewed. The natural and foreseeable result is that this review has 
been postponed in order that the other work may be done as rapidly 
as possible. There is no doubt that this dangerous and disappointing 
situation will become more serious in 1961 unless additional person- 
nel is made available. If funds are appropriated in 1961 to authorize 
the additional positions we have requested, we estimate that, barring 
other unforeseen changes in our work, we will examine some 15,100 
reports, leaving a pending backlog of 8,600 reports to be carried over 
into 1962. This backlog would still be the better part of a year’s fil- 
ings, would be far higher than was the case even 2 years ago, and 
would continue to be a potential source of injury to the investing 
public and of embarrassment to Congress and to the Commission. 

Mr. THomas. What good would come of examining these reports 
that are 2 years of age’? If there is any damage done, it is already 
done. What could you do about it, and what is going to be gained by 
taking action at this late date? 

What action can you take? 

Mr. Gapsspy. Perhaps Mr. Woodside can explain that. 
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RESULTS IN POSTPONING THE EXAMINATION OF REPORTS 


Mr. Woopsine. Mr. Chairman, we run into several situations. To 
illustrate the risk and the danger and the difficulty in reviewing these: 
things currently, we have some cases now before the courts for crim- 
inal prosecution where there were reports filed several years back and 
where the insiders of the company were entering into transactions 
with the company which resulted in the persons controlling the com- 
pany and looting the company’s assets. ‘The best information against 
that occurring is a vigilant, prompt inspection of the financial data as 
they are filed. 

When something like that occurs and it goes undetected it becomes 
amuch more difficult job to handle 2 or 3 years later to get the facts 
and take corrective action. That is the extreme case. 

The more ordinary situation is where a company has filed financial 
statements or has otherwise reported significant developments in its 
business and may have even transmitted that information to its stock- 
holders and then later, perhaps a year later or 2 years later, after the 
Commission has taken a look at the report and has found that it is 
dissatisfied with the way it was handled or disclosed, at that point the 
corporation, the accountants, and the attorneys for the Government 
and the Commission are faced with the very difficult problem of what 
to do to correct something that has been in the public domain for 
a year or a year and a half, whereas a prompt determination at that 
time would have made all of that confusion and diffic ‘ulty unnecessary. 

It is true that as we accumulate a backlog of a year’s work that has 
not been examined many of those will be looked at and passed by 
unless there is something very material involved, but the examination 
of those reports may be very diflicult and time consuming in the 
detection and prosecution of the fellow who really is the crook or who 
is playing fast and loose with the company’s assets. We have had 
any number of such cases. 

Mr. Tuomas. Mr. Woodside, I am terribly disappointed and have 
been misled. Of course, there is no fraud in being misled, but I have 
been under the impression that the agency had been doing a tre- 
mendously outstanding job. But, here it looks as if you have not 
been doing that outstanding job. 

Has anyone been robbed by virtue of your failing to take some 
action in some of these cases? The chairman just made a very sensi- 
ble and practical statement awhile ago. He gave us an example of 
some pipeline company that had so many filings before the Commis- 
sion and had done business with the Commission time and time again. 
Everything was regular and in order, but here comes some little com- 
pany that had not been doing any business with you and the situ- 
ation got all mixed up and the papers were not in shape. 

I am just wondering if you are using your very able talent to the 
best advantage. 

It looks like to me it would be \ very easy to categorize these instru- 
ments as they come in. Here is a company that is not doing any 
business with you and has not done any business with you. It is 
brand new. It looks to me as if you would get on those first, and 
that you could break these down into ¢ ategories. 
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I assume that this pipeline company which you mentioned awhile 
ago that does business with you a half dozen times a year, and the 
United States Steel Corp., and some of these big corporations that 
deal with you practically all the time—is there very much point in 
looking into that business with an eagle eye since experience has 
shown you that their business is usually in shape? 

It appears to me that you ought to look at the newcomers 
speak, and the people who are not accustomed to dealing vite = 
You state they are the ones who require most of your time, and not 
the old-line corporations that have been doing business for 10, 15, 
20, 30, 40, or 50 years. 

if you "followed that procedure, your backlog should be very incon- 
sequential. 


PROCEDURE FOLLOWED IN THE EXAMINATION OF REGISTRATION 
STATEMENTS 


Mr. Woopsiwr. Mr. Chairman, we do follow exactly that procedure, 
and our backlog is far from inconsequential. I have already ex- 
plained that currently almost one-half of our filings are of new com- 
panies. Even the old companies—even a company which was filed 
10 years ago, for example—— 

Mr. Tuomas. I understand that very well. I understand that 
figure. 

“Mr. Woopsine. I told you that 48 percent of our filings in the last 
6 months have been new companies, and that includes also, I might 
say, the old companies—companies that have not filed for 20 years. 

Mr. Tuomas. Do you have any backlog in that 48 percent of filings 
of new cases? 

Mr. Woonsine. Oh, yes; a very substantial backlog. That is where 
we are losing ground all the while. 

Mr. Tuomas. I mean did you give those priority and tend to those 
cases first ? 

Mr. Woopsipe. We attend to the cases that are easiest to get out, 
and which are more important, first. We get those out as quickly 
as we can; otherwise, if the company had a “perfect filing and if we 
took them in straight order of priority, a company which had a per- 
fect filing that we had no comment on at all would have to wait for 
6 months for us to get rid of some other company whose papers were 
in bad shape. 

It is unfair to those people to have to wait. 

Mr. Tuomas. They cannot move until you give them the word! 

Mr. Woopsipe. That is right. 

Mr. Tuomas. They are : absolute ly stymied ? 

Mr. Woopsipe. Yes, sir; cert: ainly. 

Mr. Jonas. Mr. Chairman, would you yield to me at that point! 

Mr. Tuomas. Yes, sir. 

Mr. Jonas. I think the Chairman of the Commission misunderstood. 
You asked him whether they gave any priority to new companies 
filings instead of the old, est: ablished « ‘ompanies. 

Mr. Tuomas. That is exactly right? 

Mr. Jonas. That would be the question I would ask. 

Mr. Gapspy. The answer is, We attempt to get out the filings which 
are in order as soon as we can. Filings whic h are not in order are 
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ut over and the time is increased because we have to get out the peo- 
who are doing their job correctly. 
| “Mr. Jonas. Would you not think that a company which is well es- 
| blished and has been in business for a hundred years—would you 
jot be safe in assuming, if you have to make any eee any- 
| shere along the line, that his filing would come nearer being cor- 
| wet than the filing of a brandnew company that has just been 
organized # 
r.Gapssy. Precisely, and they very often are. 

That is what I have been attempting to explain. There is no 
black and white, of course. There are degrees of grey. I think we 
yould be derelict in our duty if we failed at all to review a given 
gatement—even the statement of this pipeline company to which I 
referred which has filed 46 statements—I think we would be derelict 
in our duty if we failed to look at it at all, and even that required 
,certain amount of time of our staff. We could not assume, because 
they have filed 46 times that they were not putting over some gim- 
nick on us this time. 

Mr. Jonas. But, if you cannot look at all of them, would it not be 
nore profitable to look first at the new ones? 

Mr. Gapspy. Mr. Congressman, we have to look at all of them. 

Mr. Jonas. You have not looked at all of them. 

Mr. Gapssy. The law requires us to look at all of them. 

Mr. Jonas. You have a number of cases here, and you say you are 
getting further and further behind. 

Mr. Gapssy. That is right; we are. 

Mr. Jonas. I do not mean to put them in a discarded cabinet and 
never look at them in the future, but give priority and look first at 
the filings of the new companies that are just coming on the scene. 

Mr. Gapssy. I am sure I do not know just how to answer the 
question, because I do not quite know what your question is. 

Mr. Ruopves. Mr. Chairman, if I might ask a geustion 

Mr. Tuomas. Surely. 





NONCOMPLIANCE OF RULES AND REGULATIONS OF THE COMMISSION 


Mr. Ruopes. Mr. Gadsby, I am sure that this is the situation: 
When a new company files or when an old company files a new issue, 
that the very nature of the thing calls for some exertion that the 
Commission has to make in order to get compliance with its rules and 
regulations. 

Mr. Gapspy. In a very large majority of cases. 

Mr. Ruopes. Well, almost all of them; would you not say ? 

Mr. Gapspy. Almost all of them. 

Mr. Ruopes. And, it takes a certain length of time to get the correc- 
tions made because quite often that entails the company drawing up a 
lew prospectus and it takes time to comply with all of those things. 
| Mr. Gapspy. That depends. 
| Mr. Ruopes. Is not that the source of your backlog, more or less? 

Mr. Gapssy. Precisely; a good deal of it. 

Mr. Ruoves. The fact that the companies have to comply with the 
| miles and regulations, not because they do not want to, but because 
| they might not be too familiar with the procedure to begin with. I 
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know of what I speak, because I filed a few of them when I was prac. 
ticing law. In other words, your backlog comes from the companies 
who ee not previously dealt with SEC? 

Mr. Tuomas. The new companies seeking to provide financing, 
Here is a company that has been in business 40 years, and it is chang. 
ing its structure slightly and it is buying or selling an asset. There 
are a thousand and one different angles which can arise, but what we 
had in mind is this: Here is a brandnew company coming in trying to 
get established in business and wants to sell securities. You are 
taking exception to its disclosure of its assets or whatever objection 
you are taking to it. I was wondering if you cannot dispose of those 
first, and if there is going to be any accumulation of any backlog, it 
would be with the old company that is seeking a minor change that 
has been in business 30 or 50 years? 

Mr. Ruopes. Mr. Chairman, my point is while it is the responsibility 
of the company itself to comply, it cannot always do all that is re. 
quired in a short length of time. I think that is one reason why this 
backlog is there. 

Mr. Patrerson. Mr. Chairman, I thought it might be well for Mr. 
Woodside to explain to you gentlemen just how we process these 
financial reports. We have various branches in the Division. 


BRANCHES OF CORPORATE ANALYSIS AND EXAMINATION 


Mr. Tuomas. You have a good many branches. You have 12 
branches, as well as I recall. 

Mr. Parrerson. That is right, and the branches that process the 
registration statement also process the proxy statements and also ex- 
amine the financial reports that come in. So, that a particular 
branch has a pretty good idea of what they are going to look at, and 
when they are going to look at it, and how they are going to look at it. 

Mr. Tuomas. Mr. Woodside has 12 branches over there. 

Mr. Parrerson. That is right. 

Mr. Woonsine. I think there has been a little confusion with re- 
spect to the two kinds of backlogs and two kinds of work. 

The new financing results in the filing of a registration paper. 

Mr. Tuomas. That is really the important one; is it not? 

Mr. Woopsipe. That is what we have to do first. 

Mr. Tuomas. You are getting down to fundamentals now. Here 
comes a new company and it wants to get its hands on some money. 

Mr. Woopsiwe. That is right. 

Mr. Tuomas. That is your important job? 

Mr. Woonsine. That is what we have to do first, and that is where 
the most difficult job is. 


PERCENT OF NEW REGISTRATION STATEMENTS VERSUS REPEAT 
REGISTRATION STATEMENTS 


Mr. Tuomas. The other is far less troublesome? 

Mr. Woopsine. The other involves the reports that are filed by 
companies who have to file them every year, but to answer your ques- 
tion about the handling of new financing cases, if 2 company has been 
in business for 4 years, and has.a nice, clean registration statement, it 
will be processed through our place quickly. About 12 percent of 
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the filings in the last 6 months went out about on schedule. As Mr. 
Gadsby said, about 50 percent of cases filed in the last 6 months in- 
yolved companies we never heard of and companies that never heard 
of us, apparently, because many of them presented us a great deal of 
trouble and in many of them we had to go through formal procedures. 

Mr. Tuomas. What is the number of those in the 48 percent? 

Mr. Woonsipe. Roughly, one-half of the 750 cases. That would be 
about 375. 

Mr. Tuomas. They are brand-new companies seeking brand-new 
financing? That is the case of first importance. That is your top job; 
is it not ? 

Mr. Woopsipe. Yes, sir. 

Mr. Gapssy. They might not be new companies in the sense of not 
having been in operation, but it is the first time they have issued public 
securities. They may have been in operation for years. 

Mr. Troomas. As far as you are concerned they are newcomers? 

Mr. Gapssy. Yes, sir. 

Mr. Tuomas. That is all you are concerned with? 

Mr. Gapssy. That is right. 

Mr. Woopsipe. Many of those cases are cases where they seek to 
shift the ownership from the former owner to the public and very fre- 

uently that occurs, and there is a little reluctance to be quite as 
rank, perhaps, as you would like to see. 

Mr. THomas. With reference to those 375 cases, how many people 
do you have assigned to them? How many do you have in that 
division ¢ 

Mr. Gapssy. There are about 190 people. 

Mr. Tomas. That is in your full division. 

Mr. Woopsipe. 185 people today. 

Mr. Tuomas. How many are in that subdivision ? 


NUMBER OF PERSONNEL IN THE EXAMINING BRANCHES 


Mr. Donary. 129 in the 12 branches. 

Mr. Tuomas. And, how many do you have in that one branch? 

Mr. Gapssy. How many are there in a branch? About 8 or 10? 

Mr. Tuomas. You tell us in your justifications that Mr. Woodside 
has 12 branches and you let it go at that. 

Mr. Donaty. Some branches have 11 positions in a branch, and 
some have 12. 

Mr. Tuomas. How many more men do you need in this new financ- 
ing branch ¢ 

Mr. Gapssy. We do not have any branch which takes care of new 
financing. 

Mr. Tuomas. You mean everyone takes a look at it? 


DISTRIBUTION OF REGISTRATION STATEMENTS TO THE EXAMINING BRANCHES 


Mr. Gapspy. The statements are distributed between the branches. 
Of course, they do not duplicate the work, Mr. Thomas. One branch 
handles one statement. But the statements are distributed among the 
branches in accordance with their current workload. 

Mr. Tuomas. And each one of your branches has assigned to it the 
particular angle in which it is interested ¢ 
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Mr. Gapssy. It covers the entire registration statement, and one 
registration statement is dealt with by one branch. The work igs not 
divided between branches on one registration statement. Each branch 
has its own group of registration statements which it processes. 

Mr. Tuomas. Are you accurate there? 

Mr. Gapssy. Yes, sir. 

Mr. Tuomas. You may proceed. 

Mr. Woopswr. Mr. Thomas, for a number of reasons, when a new 
registration statement for new financing comes in, it is assigned to 
our personnel in rotation. 

Mr. Tuomas. Who all takes a bite at it? In other words, you haye 
your economic group, your engineering group, your legal group, and 
who else takes a look at it? 

Mr. Woonsipe. There is only one group that works on one registra- 
tion statement. 

Mr. Tuomas. Only one? 

Mr. Gapssy. In that group are legal experts, economic experts, 
financial men, and so forth, which make up a team. 

Mr. Woopsmnz. We have 12 teams which do the same work, on dif- 
ferent cases. 

Mr. THomas. How do you assign the work to teams? 

Mr. Woopsipe. On new financing that comes in, the cases are rotated 
so that every one of the 12 teams gets his fair share of the new work. 

Mr. Tuomas. Each team has about the same composition ? 

Mr. Woopsipe. Yes, sir. 


COMPOSITION OF AN EXAMINING BRANCH 


Mr. Tuomas. How is a team made up? Is there on the team an 
accountant, a lawyer, and so forth? 

Mr. Woopsipe. An accountant with, perhaps, a junior, and a lawyer 
with, perhaps an assistant. 

Mr. Tuomas. Is there also an engineer ? 

Mr. Woopsmwe. There will be three or four financial analysts, and 
there is available for servicing the whole Division a petroleum engi- 
neer, a mining engineer, and an industrial engineer. 

Mr. THomas. And you have a few of those? 

Mr. Woopsipe. Three men. 

Mr. Tuomas. They serve each of the teams if some team runs into 
a problem involving such questions. You have a technical man for 
that purpose ? 

Mr. Woopsipe. Yes, sir. 

Mr. Tuomas. Mr. Gadsby, you may proceed with your statement. 


IMPACT OF WORKLOAD ON THE DIVISION OF CORPORATION FINANCE 


Mr. Ganspy. The next chart (V) is designed to show, in summary, 
the status of workload output in the three main areas administered by 
the Division of Corporation Finance. You will note that as the num- 
ber of registration statements and preliminary proxy statements in- 
crease, the number of periodic reports examined has decreased. This 
was true in 1958, 1959, and there is every indication that it will be 
true in 1960. The answer to this grave problem is shown on this chart 
for 1961. We must have more people available in order to accomplish 
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althree missions on a reasonably current basis and avoid our present 
practice of robbing Peter to pay Paul. 


REGULATION A FILINGS AND SUSPENSION ORDERS 


The next chart (VI) shows the actual number of Regulation A 
flings made and suspension orders instituted in 1957 to 1959 and the 
estimates for 1960 and 1961. 

Mr. Tuomas. Your Regulation A involves what? What amount is 
involved ¢ 

Mr. Gapssy. $300,000. 

Mr. Tuomas. You just really give that the once-over right quick; 
do you not? 

Mr. Gapssy. We donot. We give it very careful treatment. 

Mr. Tuomas. If you do not have any jurisdiction under $300,000, 
what is the use? 

Mr. Gapspy. We do have jurisdiction under $300,000, sir. Regula- 
tion A filings are filed with the regional offices, and they are charged 
with the duty of reviewing those statements. 

Mr. Tuomas. And their exemption is restricted ? 

Mr. Gapspy. It is a limited exemption. That is a different treat- 
ment. It is not that they are not reviewed or they are not carefully 
scanned. 

They have more expedited and more accelerated treatment. 

Mr. Tuomas. What was the purpose of the statute in making a dis- 
tinction of under $300,000 ? 

Mr. Gapsspy. The statute says we may exempt upon such conditions 
as we may set forth, and we have set forth the conditions for the 
exemptions which are contained in Regulation A. 

Mr. THomas. You may proceed. 

Mr. Gapssy. As I mentioned previously, one of the 33 additional 
positions requested to my wr ape the full disclosure program is for 
this activity in the New York regional office. The staffs of the re- 
gional offices are required to examine the material filed under Regula- 
tion A within 10 days after the filing is received in order to advise the 
filing party of any deficiencies. When the information disclosed ap- 

to be so vitally misleading or inadequate as to preclude success- 
amendment, or if it appears that the exemption under section 3b 
isnot available, a suspension order or other enforcement action must 
be taken promptly. In many instances, proceedings under such sus- 
pension orders involve full-scale investigations and bitterly contested 
administrative proceedings. 
Mr. Tuomas. That work is not done in the regional offices? 
Mr. Gapssy. Yes, sir; that is done in the regional offices. 


WORKLOAD UNDER REGULATION A ACTIVITY 


Although as I say, only one new position in our 1961 budget is pro- 
vided for this purpose, I mention it as being a part of the full dis- 
closure program, and as witness to the fact that we are being subjected 
toheavy unexpected loads which make it impossible to shift our forces 
around to accommodate an increase in any one particular. We expect 
that the fiseal years 1960 and 1961 will witness the filing of 950 and 
95 Regulation A statements and the institution of 91 and 95 suspen- 
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sion orders, respectively. The number of such filings increased in 
1959 by 120 filings over 1958. The substantial reduction shown in 
1958 over 1957 reflected a decrease in investment in the extractive in. 
dustries such as gas, oil and mining and particularly in uranium pros- 
pecting. The actual number of filings during the past six months 
was 508, as compared with 404 for the same period in fiscal 1959, indi- 
cating that our estimate for this year was too low in this field, as wel], 

Mr. Ruopes. Mr. Chairman, before we go on to another operation, 
may I ask a question ? 

Mr. Tuomas. Yes, sir. 

Mr. Ruopes. Back when Regulation A was promulgated $300,000 
was a lot of money; was it not ? 

Mr. Gapssy. That is right. 

Mr. Ruopes. It is not so much any more. 

Mr. Gapssy. Not so much. 


DOLLAR LIMITATION UNDER REGULATION A 


Mr. Ruopes. Have you thought about raising the limitation under 
regulation A? 

Mr. Gapspy. We have before the Congress at the present time, which 
has been in hearings before subcommittees of both Houses, a legisla- 
tive program. One of the items on that program is a proposal to raise 
the exemption from $300,000 to $500,000. 

Mr. Ruopes. The Commission could not do that under the existing 
law ? 

Mr. Gapspy. No; we cannot. That requires a change in the statute, 
The statute sets the $300,000 limit, and not the Commission, 

Mr. Jonas. Will the gentleman yield? 

Mr. Ruopes. I yield. 

Mr. Jonas. You would have the right to reduce your requirements, 
though; would you not? 

Mr. Gapspy. No. 

Mr. Jonas. You do have the power under the statute, if you elect 
to do so, to disregard all actions in cases under $300,000; do you not? 

Mr. Gapspy. We may exempt issues under $300,000, as I said, sub- 
ject to such limits or such rules as we may pass. 

Mr. Jonas. But, you could completely exempt them ? 

Mr. Gapssy. As a matter of fact, in the early days I believe that 
was the practice. There were no requirements for issues under 
$100,000 at that time. 

That was found to be a fruitful source for misrepresentation and, 
consequently, the Commission adopted the so-called regulation A 
which is an expedited and simpler method of handling. 


INVESTIGATIONS PROGRAM INCLUDING CIVIL AND CRIMINAL PROCEEDINGS 


The second important area of the Commission’s work concerning 
which I want to talk in particular today is the investigations pro- 
gram, including both civil and criminal proceedings. <A total of 38 
additional positions are assigned in our budget to carry on this pro- 
gram in fiscal 1961, distributed as follows: 31 for the field offices, 3 for 
the Division of Trading and Exchanges, and 4 for the Offices of the 
General Counsel and Hearing Examiners. 
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OPERATING AND POLICY MATTERS REGARDING REGULATION A FILINGS AND 
SUSPENSION ORDERS 


Mr. Tuomas. Mr. Chairman, will you clear up one point for me on 
this matter ? 

Under regulation A the work is done there, but if they make a de- 
cision and it is a matter that needs further development which comes 
to the central office, you make that decision 4 si 

Mr. Gapspy. Any suspension order of regulation A is a Commission 
order, and must come from the Commission. 

The administrative proceedings regarding the filings are Commis- 
sion orders, and must originate with us. 

So far as review of the regulation A filings is concerned, and ar- 
ranging for full disclosure, that is done by the field offices. The actual 
work in the matter is done by the field offices even though we issue the 
orders. 

WORKLOAD UNDER THE INVESTIGATIONS PROGRAM 


The next chart (VIT) shows the total actual workload, pending and 
current, for 1956 to 1959 and as estimated for 1960 and 1961. At the 
close of 1956 there were 813 investigations pending. By the end of 
1958 this figure reached 937, and at the close of 1959 it was 977. At 
December 31, 1959, it was 1,049. When we originally made up our 
budget for the current year, we estimated that at the close of 1960 
there would be 990 investigations pending. Unless there is some 
drastic change in present tendencies, which we have no reason to ex- 
pect, this estimate 1s going to be substantially exceeded. Iam inclined 
to think that our backlog will run as high as 1,100 by the end of this 
fiscal year. By the same token, I think that our previous estimate of 
950 cases in the backlog at,the end of 1961 will prove to be too low, 
even if we are favored with all the additional personnel provided in 
the budget you have before you. 

Mr. Tuomas. Out of that 990 investigations, how many of them 
produced any additional action by the Commission ¢ 

Mr. Gapssy. Perhaps Mr. Loomis can answer your question better 
than I. 

Mr. Loomis. Mr. Chairman, you cannot quite correlate the number 
of actions to the number of investigations, because a good many of 
those 990 investigations are still going on and you cannot say exactly 
how many of them will produce action and, similarly, a good many of 
the actions that. we have taken originated from investigations that are 
now closed. However, during the last fiscal year, 1959, we commenced 
60 injunctive actions and 111 proceedings to revoke the registration of 
brokers and dealers; 48 cases were referred for criminal prosecution. 

Mr, Tuomas. That is about 200 out of your 990 cases, then ? 

Mr. Loomis. As I say, those two figures cannot quite be related to 
each other. 

Mr. Tuomas. They are bound to be. In other words, if you have a 
ball of twine and from that ball of twine you are going to cut off some, 
if you do not have a ball to start with 

Ir. Gapspy. Yes, but the ball is growing all the while. 

Mr. Loomis. It is a little more like a pipeline. They come out the 
end, and new. ones go in the other end. Some of the actions we are 
taking are the result of cases which went into the pipeline previous 
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to this 990 figure, and some of this 990 figure will come out of the 
pipeline with an action next week or next month. 

{r. Tuomas. What you are saying is this: Your further actions, 
then, are not dependent upon the fiscal year in which they are filed? 

Mr. Loomis. That is right. It is a matter of continuity of time here. 

Mr. Tuomas. There cannot be too much variation. Is there a lag 
of a year here? 

Mr. Loomis. We try to get investigations done in less than a year 
but often we do not. Perhaps that is a pretty good figure. 

Mr. Tuomas. Thank you, sir. 

Mr. Gapspy. Let us take a look at our actual and anticipated jp- 
take; that is, the number of investigations opened. In 1956, we opened 
362 investigations. The number in 1958 was 447 and in 1959, 593. 

Mr. Tuomas. You are still talking about regulation A ? 

Mr. Ganssy. I am talking about opening new investigations during 
the year. 

Mr. Tuomas. Of what type? 

Mr. Gapssy. Of the particular type that I am talking about now, 
It has gone from 362 in 1956 to 523 in 1959, here. 

Mr. THomas. Do regulation A cases give you more investigative 
grist to grind out than your other types of investigations ? 

Mr. Gian. I doubt that there is any substantial difference. Re- 
member, this covers broker-dealer investigations of all types, and it 
covers manipulative investigations in the markets. 


INVESTIGATION AND ENFORCEMENT CASES 


Mr. Tuomas. Can you put your finger on any one classification of 
cases that gives you more investigative work than any other type? 

Mr. Loomis. I do not believe so. I would guess that some of our 
regional administrators can also give their views on this. The con- 
duct of broker-dealers is probably our most prolific source of imvesti- 

ation. 
. Mr. Wrnvets. I suppose, statistically, that is the fact, but these 
investigative problems or enforcement problems tend to run in differ- 
ent types. For example, 3 years ago our great problem was the s0- 
called boilerroom problem. 

Mr. Tuomas. Let me interrupt you on that point. I saw the most 
effective piece of propaganda you people have ever put out on radio 
or television the other night. 

Mr. Gapssy. We did not put it out, but we know about it. 

Mr. Tuomas. You ought to claim it, whether you did or not. It was 
beautifully done, and it was a good show. 

Mr. Gapssy. It was a good show. 

Mr. Tuomas. I noticed my wife, and she was watching this thing. 
I think she had about $5 which she wanted to invest. You ought to 
get that disseminated all over the country. You can talk your heads 
off, but just put that on the screen. It ought to be a public service 
for all of these television stations. 

Mr. Gapssy. We have in mind a program of that general nature. 
We thought the show was very good, and we intend to make such use 
of it as we possibly can. 

Mr. THomas. at did you pay them for it? What did they pay 
you for this idea ? 
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Mr. Donaty. They did not pay us anything. 
Mr. Gapspy. We should have paid them. 


MANIPULATION CASES 


Mr. Winvets. We have become much more concerned with manipu- 
lation cases, and the other type of case which concerns us is the large 
corporate fraud. 

Ar. Tuomas. Spell out in detail what you mean by “manipulation.” 
Spell it out for the record as to a typical case, whether it be large or 
small. 

Mr. Winovets. It is the bringing to bear on the free operation of 
market forces artificial stimulants of one sort or another which gives 
the market a deceptive appearance and, therefore, attracts in outside 
money for purchasing the securities of the insiders who are artificially 
elating the market. This can be done in a number of ways. The 
classical way is by aggressive buying on the marketplace. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Winvets. In addition to the classical operation on the market, 
it is frequent that that is coordinated with publicity of some sort or 
another, or else the touting of the stock, the spreading of rumors and 
that type of operation. That kind of case, of course, does cause a 
great deal of concern. We are naturally interested in that corporation 
making disclosure of its corporate activities to its stockholders, and 
to the investing public generally. 

But, this can be done in such a way as to artificially stimulate 
the market, and we find that there has been a growing trend along that 
line through the use of high-pressure public relations and profes- 
sional people to make corporate news—put corporate news in such a 
form as to create this artificial stimulation. 

Mr. THomas. What can you do about it? How are you going to 
handle the matter? 

Mr. Winvets. Here is a way we have approached it, sir. When we 
see “corporate news” of that sort, that arouses our suspicion. When 
it seems to be unduly flamboyant or, perhaps, deceptive, we im- 
mediately call in the president, the corporate officials, and the public 
relations people they use, and scrutinize the market for the period 
concerned to see if anyone was buying just before the release of the 
news, and selling just after the release of the news, and by this process 
of always being on the watch, we think it is very effective. 

Mr. Tomas. What can you do about it? 

Mr. Gapssy. That is a criminal offense. 

Mr. Winpvets. They go straight to Foley Square. 

Mr. Tomas. That is a direct violation of the criminal section ? 

Mr. Winvexs. Depending upon the circumstances of the case, but 
we have cases pending in the Commission which we hope to take action 
on just along those lines. 

I think that there has been a growing tendency toward that t 
of activity by corporations and by people in the securities market in 
league with corporations. 

The best way to head it off is to investigate it aggressively, and 
when we do find violations, make sure that they are prosecuted 
promptly. 
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Mr. Tuomas. That is just a refinement of the “boilerroom” opera- 
tion; is it not? 

Mr. Winvets. Yes; but on a much higher level, and much more 
dignified. 

Mr. Tuomas. In other words, it: is a kid-gloves operation ? 

Mr. Wipers. No matter how you slice it, it is still the same piece 
of baloney. You might cut it at one end or the other end, but you 
find essentially the same ingredients in it. 

Mr. Gapssy. It is all fraud, Mr. Chairman. 

Mr. Winpets. You will find this type of operation which is a com- 
bination of all the manipulations: “Boilerrooms” and individual 
promoters will take over a corporation and sometimes it is an old- 
line company which has been filing with the Commission for so many 
years, and they have a nice listing on the stock exchange and they 
have a nice, old respected name. The promoters will take them over 
and there will be a series of mergers and a lot of the broker stock 
will be handled by the insiders. Then they will go to corporate pub- 
licity and ms irket m: inipulation activities and they will run the stock 
up and then feed the inside stock out into the market. That type of 
activity has been very troublesome. That is the kind of case to which 
we devote most of our investigative attention. We might have 30 or 40 
men working on such a case in order to bring it into court quickly or 
bring it to the attention of the U.S. attorney quickly. These, as I say, 
probably represent the Class A case. 

If we have an A category case in the office, that is the type of case 
we hit first—the very large corporate manipulation— and we have 
had a series of them over the years. They have required considerable 
attention and, of course, such a case is only one statistic; whereas, a 
broker-dealer whose books are not in order is another investigation. 
So, you cannot quite get the whole story by merely looking at the 
statistics. 

REGISTRATION OF BROKERS AND DEALERS 


Mr. Tromas. What yardstick does the law lay down in the grant- 
ing of a license to a broker-dealer ? 

Mr. Wrxvers. I would say practically none. All they have to do 
is fill out form BD-1, and if they have not been convicted 

Mr. Tuomas. Is there not one provision about prior convictions? 

Mr. Wrnovets. Yes, sir; that is for a securities offense, but if you 
are a convicted murderer, you can get out of jail or fill out the form 
in jail. 

Mr. Tuomas. In that kind of application which comes in you have 
one clerk and that clerk can handle a couple of hundred a day. All 
she is looking for is to see if he has been convicted for a violation of 
your act and, if he has not, he is in? 

Mr. Wrnpvers. That, of course, has been changed in the last few 
years. This has been a commissionwide activity; Mr. Loomis will 
probably elucidate more on it, but we have been conducting more and 
more denial proceedings for this reason : 

Tt used to be when we would stamp out a boilerroom and if we went 
in and got an injunction on them, and then had administrative hear- 
ings and so forth simultaneously, they would be installing their tele- 
phones in another brokerage office and would go right back to work, 
and have a man fill out forms BD-1. 
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Mr. Tuomas. Off the record. 

(Discussion off the record.) : 

Mr. Winvets. Mr. Chairman, with broker-dealers registered with 
ys, We put them through a very strenuous examination and ascertain 
where they got their money. 

Mr. Tuomas. Do you have any authority to do that? 

Mr. Winvets. I suppose the Commission has such authority under 
its general investigative authority. We have a right to question 
broker-dealers. 


SUBMISSION OF POSSIBLE FRAUDULENT STATEMENTS BY BROKERS AND 
DEALERS 


Mr. Tuomas. You mean that comes under your strong right arm ? 

Mr. Parrerson. It comes under the filing of false reports, and we 
have the power to determine whether the information is accurate and 
whether the people who are listed as partners or incorporators are in 
fact the ones that put up the money and in fact are running the pro- 

sed business. 

Mr. Tuomas. That comes under the general criminal statute; does it 
not ¢ 

Mr. Winpets. It could, depending upon the nature of the false 
statement. There are false statements and false statements. We can 
show it is intentional, in a material respect it would be a criminal case 
but frequently they just haven’t given the details we find significant. 

There is an arguable area. I think the importance of this proce- 
dure of ours is the psychological effect because if we find that the 
promoters behind the new brokerage firm are in any way related to 
another brokerage firm against which we have been proceeding, then 
we put them on a very special list. 

We keep a very close watch and when they start to sell securities we 
send questionnaires out, et cetera. This has been perhaps one of our 
most effective weapons in bringing the boilerroom problem within 
manageable limits, preventing it before it gets out of hand. I do not 
say the boilerroom problem has been solved. 

Mr. Tuomas. The minute he comes in with his securities that is 
when you can go to work on him. 

Mr. Winpets. He knows we know him and are watching him. 

Mr. Ganssy. Of course, one effective means of control, Mr. Chair- 
man, is the requirement that the principles be accurately stated. As 
Commissioner Orrick said, if they try to hide behind a false front, 
that is falsifying and we can of course keep them out of business. 

Mr. Tuomas. And the source of his funds are quite important. 

Mr. Loomis. I think I should clarify this process of registration of 
broker-dealers, how they get their licenses. In addition to bein 
able to deny them for a criminal offense, we can deny them if the 
broker-dealer or any person in the organization has been enjoined 
by a State or Federal court, or if the principals or any person in the 
organization has wilfully violated the Securities Act or the Securities 
Exchange Act or if they have falsified their application in any re- 
spect. The application is required to be accompanied by a financial 
statement and if that financial statement shows that they do not have 
the required capital, we can also take proceeding based on that. 
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The process of examination is intended to discover whether an 
of these disqualifications exist. That is, for criminal convictions 
and injunctions, which are matters of record, and we have to kee 
such a record, but also whether any of these people have violated the 
act and whether any of their applications were falsified. 

We maintain files of all people who have been convicted and ep- 
joined and check everybody’s name against that. 

Mr. Tuomas. Is that statement in the justification accurate? How 
often do you conduct inspection, every 2 or 214 years or is that a 
spot check ? 

Mr. Gapssy. That is a different matter entirely. 

Mr. Loomis. That is different. We have about 70,000 names on file 
which we check the applications against. 

Mr. Tuomas. I am not talking about issuing the certificate but 
after he is in business how often do you check him? I believe your 
justification says about 2 or 21% years. 


BROKER-DEALER INSPECTIONS 


_ Mr. Loomis. On the average about that period for broker-dealer 
Inspections. 

Mr. Winvexs. It varies depending on who he is. Some people we 
might check every 6 months. 

Mr. Tuomas. A spot check is those you have your eye on when you 
first issue the certificate. 

Mr. Winvets. We naturally exercise a certain amount of discretion, 

Mr. Loomis. On this registration whenever there is anything sus- 
picious about a new application we send it out to the regional office 
to make the type of check Mr. Windels described. 

; Mr. THomas. What was your total number of new broker dealers 
or 1959? 

Mr. Loomis. We had 944 applications filed in fiscal year 1959. 

Mr. Tuomas. How many of them did you give a very careful once- 
over? In other words, how many did you suspect, 5 percent or 2 per- 
cent of that 900, or 10 percent ? 

Mr. Loomis. It is hard to say. I would say somewhere probably 
between 5 percent and 10 percent. 

Mr. Tuomas. Forty or fifty out of a thousand ? 

Mr. Loomis. More than that, probably, would get the full treat- 
ment, but every application would be checked in our office and again 
in the regional office to see if we had any reason to believe that there 
was anything wrong. 

Mr. Tuomas. What is the total number of broker dealers now that 
are licensed ? 

Mr. Loomis. Total number of broker dealers registered now as of 
December 31, the last figure I have, is 5,095. 


INVESTIGATIONS OPENED, CLOSED, AND PENDING 


Mr. Gapsspy. We estimate that 525 and 540 additional investiga- 
tions will be opened in 1960 and 1961, respectively. 

Here, again, it is necessary to understand that the incoming work- 
load under this program is a matter beyond our control. We can- 
not ignore the complaints of the public, nor can we close our eyes to 
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fraudulent practices of brokers and dealers when they are brought 
io our attention nor to the use of false and misleading sales methods. 
The overlay to this chart indicates our accomplishments under this 
rogram. Iam sorry to have to admit that these results are not satis- 
actory. In 1956, we closed 193 investigations; in 1958, 488 Investi- 
ions; and in 1960, we originally expected to be able to close 512 
investigations. However, our current situation forces me to conclude 
that we will not be able to meet this last ee I was informed 
afew days ago that we have actually closed only 161 investigations 
in the past 6 months, and I now believe that we will be able to close 
oly about 400 investigations with our present personnel, leaving, 
as Pipve said, about 1,100 investigations pending as of June 30, 1960. 
We are going to end up with this disappointing result in spite of a 
change in emphasis in our New York regional office, where the heavy 
workload has compelled us to adopt a substantially more selective 
enforcement policy under which investigations which prove to involve 
less serious offenses are closed without bringing further proceedings 


CRIMINAL CASES 


One important cause of this regrettable situation is that in the past 
several months more manpower of the Commission has been utilized 
in assisting U.S. attorneys in criminal cases. As more matters are 
referred to the Department of Justice for prosecution, more of our 
manpower is being required to interpret existing information and to 
search out additional witnesses prior to presentation to the grand 
jury. After indictment, we must make our investigators available to 
assist in the preparation and trial of these cases, and they must often 
hold themselves ready to testify as witnesses. 

Mr. Tuomas. Doesn’t the FBI have jurisdiction over this? 

Mr. Gapssy. No. These are investigated by our force. 

Mr. Tuomas. The FBI has jurisdiction, too. The Secret Service 
does not. 

Mr. Gapssy. We conduct these investigations, make our reports to 
the U.S. attorney’s and assist in the trial. 

Mr. Tuomas. You do all the investigative work and you have no 
assistance from the FBI? 

Mr. Gapspy. No, sir. 

Mr. Tuomas. The FBI has jurisdiction ? 

Mr. Gapssy. The FBI has jurisdiction but they certainly have 
never exercised it. We have to do all the work. 

Mr. Tuomas. In the early beginning didn’t the FBI handle these 
cases for you? 

Mr. Gapssy. I don’t know. 

Mr. Winpets. I think the Federal Trade Commission and Post 
Office Department handled these. They were prosecuted on mail 
fraud. 

Mr. Tuomas. I mean back in 1933 and 1934, didn’t FBI do in- 
vestigative work ? 

Mr. Winvets. No, sir. 

Mr. Green. I have been with the Federal Trade Commission and 
the SEC since then. 

Mr, Tuomas. Who did it? 
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; Mr. Green. We did it ourselves with the aid of the postal author- 
ities. We had only a few investigations. They led to injunctions 
actually. I donot think we had one criminal case. 

Mr. Tuomas. The postal inspectors assisted ¢ 

Mr. Green. Yes. 

Mr. Tuomas. You worked with them ? 

Mr. Green. That is when the work of SEC was in the FTC. 

Mr. Jonas. Would you yield? 

Mr. Tuomas. Yes. 

Mr. Jonas. The FBI would have to be directed by the Attorney 
General, and when you had a case in court you had access to FBI 
—9 under the direction of the Attorney General; did you 
not ¢ 

Mr. Winpets. Yes, sir. I think I might bring some light to bear 
on that. The FBI had a policy that they would not participate in 
a case which is already under investigation by another agency. There- 
fore, if it is an SEC case, by and large they leave it alone. If we 
have a fugitive and we are trying to locate the fugitive, to that ex- 
tent, perhaps, we can get FBI participation; but, outside of that, 
these cases are handled exclusively by Commission personnel, right 
through the grand-jury presentation, trial in court, including pre- 
paring briefs on appeal. 

Mr. Tuomas. There is one exception. Under bankruptcy proceed- 
ings the FBI handles it and even though you have a finger in it the 
investigative work is done by the FBI. 

Mr. Winvets. That would depend on whether or not there was a 
Commission investigation underway. I have specific knowledge of 
some of those cases. 

Bankruptcy frauds are within the jurisdiction of the FBL In 
chapter X proceedings we advise the court. Frequently our investi- 
gations push corporations into a chapter X status for the protection 
of the securityholders. Then the FBI might or might not be called 
in by the court and the U.S. attorney to conduct an investigation 
whether or not there has been a violation of the bankruptcy law and, 
as you observed, it is all too frequent that violations of our statutes 
become violations of bankruptcy laws just by the nature of things. 

Mr. Bouanp. By the time actions, about which we are talking, hit 
the courts, all the investigative work is done by your agency. 

Mr. Winvets. Yes; but our experience is that investigation really 
has to continue right up through the trial because you can never tell 
what additional bits of evidence you might need or what the turn 
of events in the course of a trial might be. 

Mr. Botanp. Since your investigators are familiar with this, it is 
better to keep your men on it. 

Mr. Winpets. Yes; our men have to work right with the US, 
district attorneys—preparing their trial briefs, speaking to witnesses, 
reviewing statements with witnesses, preparing questions for cross- 
examination, et cetera. I would say that we put in almost as much 
work after we refer a case to the Department of Justice as before. 

It almost breaks out that way. 

Mr. Gapssy. For example, in the trial of Alexander Guterma and 
others currently in process in New York, we have had one or two 
men at the counsel table for some 6 weeks assisting the prosecuting 
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attorney, and he has called for the testimony of these and several 
other of our investigators in the course of the trial. In addition, we 
have had other persons in our office assisting in the trial outside of the 
courtroom. 

I am forced to admit that the policies which we have been obliged 
to adopt in this field are most unfortunate, resulting, as they do, in 
the closing of numerous cases without reaching a satisfactory conclu- 
sion. While we most certainly try not to permit a major fraud to 
escape punishment, we still do not believe that such policies are con- 
sistent with the purposes of the securities acts or the intent of 
Congress. 


PRELIMINARY AND FULL-SCALE INVESTIGATIONS 


The next chart (VIII) is designed to show another reason for 
our concern in this field. It shows the actual number of full-scale 
investigations dealt with during the fiscal years 1956-59. To 
refresh your memory, let me explain that we have two types of in- 
vestigations—preliminary and full scale. A ener investiga- 
tion is generally limited in nature and includes such actions as an 
examination of the Commission’s files and preliminary interviews 
and correspondence. If the matter proves to be of major proportions 
or if for other reasons it cannot be disposed of satisfactorily by a 
preliminary investigation, it is placed on the docket for a full-scale 
public or private investigation. One or two attorneys, investigators, 
or accountants participate in each such full-scale investigation until 
fina] determination has been made. Extensive review of intricate rec- 
ords and legal documents of banks, corporations, underwriters, 
brokers, and dealers must be made in the course of such an investiga- 
tion, numerous witnesses must be interviewed and their affidavits 
obtained. In many of these full-scale investigations, evidence must 
be gathered in several States, often scattered over the Nation. 


INCREASE OF FULL-SCALE INVESTIGATIONS 


To return to the chart, it shows the actual number of pending full- 
scale investigations at the beginning of each fiscal year, and the num- 
ber of such investigations opened during the year. It appears from 
this that the proportion of our work falling into this classification is 
increasing. At the beginning of 1956, 75 percent of the total number 
of investigations pending were classified as full-scale investigations. 
This ratio had grown to 80 percent at the beginning of 1959 and has 
increased to 85 percent as of the close of last month. The overlay 
to this chart indicates what we have been able to do by way of clos- 
ing these full-scale investigations. In 1956, we closed 85; in 1957, 
152; in 1958, 272; and in 1959, 319. Of the 161 investigations closed 
in the past 6 months, 97 were in the full-scale category. 

Mr. Tuomas. What was the net result of that time and energy? 
What happened when you completed your investigation ? 

Mr. Gapssy. When an investigation is closed, it may be closed in 
one of a half dozen different ways, Mr. Chairman. It may be closed 
due to the finding that there has been no infraction and simply closed 
and wiped off our records. It may be closed by the termination of 
administrative proceedings. It may be closed by the taking of in- 
junctive action. 
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Mr. Tuomas. Can you give us a breakdown of what happened in 
those 161 cases that you closed ? 

Mr. Gapvssy. Icannot. Maybe Mr. Loomis has an idea. 

Mr. Loomis. I do not think I can give you a breakdown of those 
particular 161 cases. 

Mr. Tuomas. What about the preceding year? 

Mr. Loomis. Again, I do not think I can take a particular batch 
of investigations and give you right now what happened to each of 
them. We could compile that information by going through ‘the 
files, but we do not usually keep our records in precisely that way, 
We know how many enforcement actions we took, for example, in 
fiscal year 1959. 

We wound up and closed 62 administrative broker dealer proceed- 
ings and when those are wound up, the investigation that led up to 
the proceeding is usually closed. 

I do not have the figure as to the number of injunctions. 

Mr. Tuomas. Are those 62 broker dealers still in business ? 

Mr. Loomis. No. We revoked 45 of them, allowed 9 of them to 
withdraw from the business and the remaining 8 of them 

Mr. Tuomas. Are still under observation ? 

Mr. Loomis. Are still in business, anyway. At least we did not 
get rid of them. 

Mr. Tuomas. That is a pretty good breakdown on broker dealers, 
What happened to the remainder of the cases ? 





INVESTIGATIONS CLOSED 


Mr. Loomis. The injunctive and criminal cases—the cases, as the 
Chairman said, fall into three categories: administrative procedures, 
injunctive actions and criminal actions. The balance are cases which 
are closed because we do not find the violation we can take action on. 
Maybe the General Counsel has some statistics. 

Mr. Tuomas. Of the 161 cases you closed could you give some 
rough estimate about what the net result of closing those cases was? 

Mr. Loomis. How many actions were taken and how many were 
not? 

Mr. Tuomas. Yes, just approximately. You can straighten it out 
later in the record. 

Mr. Loomis. Maybe I had better reserve the right to straighten it 
out in the record after I count the cases, but I would suppose that 
it might be somewhere in the neighborhood of—well, let me explain 
first: Some of the cases which we close, although no formal en- 
forcement action is taken, we do correct the situation. 

Mr. Tuomas. A good investigation does not hurt. I understand 
that. 

Mr. Loomis. That is right. Some of them we can close on the 
basis of the fact that the illegal sale of securities, say, has been 
stopped and restitution has been made or the broker-dealer has cor- 
rected his records or put up additional capital, something of that 
kind. So I would say that probably just guessing, and I will have 
to correct this, maybe in 50 percent of them there was some type of 
forma] action, in maybe another 30 or 40 percent there was a cor- 
rection and in the balance the investigation just did not pan out. 
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(Information requested is as follows :) 


The 161 closed cases included 64 preliminary investigations and 97 docketed 
or full-scale investigations. As explained in Chairman Gadsby’s statement, 
4 preliminary investigation is generally a limited investigation and, if 
, matter cannot satisfactorily be disposed of by such limited procedures, it 
js converted to a full-scale docketed investigation, Of the 161 cases closed, 15 
were preliminary investigations closed by converting them to docketed investi- 
gations and 2 were docketed investigations which were closed by the transfer 
of the matter to another regional office which opened an investigation file. This 
leaves 95 docketed investigations and 49 preliminary investigations finally 

There follows a tabulation of the 161 cases divided into 8 categories, the last 
2 being the conversions and transfers referred to above. The remaining six 
categories consist of situations where, respectively, (1) no violations were un- 
covered, (2) violations were discovered but these were of such a nature that 
formal enforcement action was not warranted, (3) cases where full com- 
pliance was achieved and accordingly enforcement action was not necessary, 
(4) cases referred for criminal prosecution,’ (5) cases in which administrative 
proceedings (usually broker-dealer revocation or denial proceedings) were held, 
and (6) cases where injunctive action was taken in the courts. 














Category Docketed Preliminary | Total 
investigation | 

i on cana aiennntatineentioal jonni 

i scaredinviiapehentenanrehsseeinensieiaseionnes 42 20 62 
, ED. 5a anpnapeccnevtunsxcdotbhburessscet 9 19 28 
IOI ji ois, intintrighsbewencposecsmeepscoospensse 13 8 121 
ER, cncctnunncnctatheetvotccres tgenenssuemexaem : I Rawichinninmendad 7 
Administrative proceedings. -....................-.-.-..--.-... 18 2 20 
Injunctions .--.......--. siviaaaaaiamanahaelssbvdagiios none vhatumiheepdaeee’ _ 5 ee ee 6 
Conversions to docketed cases Gib cnanenes tiainnitaat adele ware 15 15 
Transfers to other offices---.....-...- ioctnennageseedeeguneenn 8 bncnnionmcchsss 2 
RE bisitcmiineddddatde Nétbdebah dint batehein dash’ 97 64 161 





10f the 7 cases referred for criminal prosecution, 4 cases resulted in the conviction of 
15 defendants and in 1 case the defendant was acquitted. In the 2 other cases the U.S. 
attorney refused prosecution, in 1 recommending that the defendant be prosecuted under 
State law which was successfully done. 


It will be observed that of the docketed cases finally closed there were no vio- 
lations discovered in about 44 percent of the cases. In 9 percent of the cases 
violations not justifying action were found, in 14 percent of the cases compliance 
was achieved without enforcement action, and in the remaining 33 percent for- 
mal enforcement action, civil, administrative, or criminal was taken. Since pre- 
liminary investigations are almost always converted to a full-scale investigation 
before formal enforcement action is taken, the number of preliminary investiga- 
tions closed after such action is low. Such action may, however, be taken in the 
15 preliminary investigations converted to docketed cases for further investiga- 
tions. 


COURSE OF INJUNCTIVE CASELOAD 


Mr. Merexer. Mr. Chairman, for whatever it is worth, I can give 
you some statistics to show the course of our injunctive caseloads. In- 
junctive actions instituted between July 1, 1958 and June 30, 1959 
totaled 63, as opposed to the prior year, from July 1, 1957 to June 30, 
1958, 59. 

During that period from July 1, 1958, to June 30, 1959, we closed 
either by obtaining injunctions or having them denied, 57 cases and 
had left over on June 30, 1959, 49 cases, whereas the prior year, July 1, 
1958, we had left over 47 cases. 

We are running between 50 and 60 cases, a little more or less during 
our fiscal year in civil injunctive matters. 


51632-—60 20 
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TIME ELEMENT IN AN INVESTIGATION 


Mr. Tuomas. What is the time required from the time you start 
your investigation until you go to the courthouse? After you get to 
the courthouse, how long does it take to complete court action ? 

Mr. Meeker. On the first phase Mr. Loomis is better advised than 
I. Onthe second phase, many of our injunctive actions—— 

Mr. Tuomas. I always handled my investigators. 

Mr. Meexer. The investigators are not in my small cffice. 

Mr. Tuomas. Small—my goodness. 

Mr. Meeker. I have 19 lawyers. Mr. Loomis can give you an idea, 

Mr. Tuomas. What about the answer to the first question ¢ 

Mr. Loomis. On the length of time that it takes to investigate in 
the cases that go to court 

Mr. Tuomas. It depends upon each individual case. 

Mr. Loomis. It does. 

Mr. Tuomas. Do you have an average, 6 months, 4 months, 30 days? 

Mr. Loomis. Before I try to give you an average—— 

Mr. Tuomas. Of course, if you pull an investigator off case A and 
put him on case B, and require him to work on the two, it will take him 
30 days. 

Mr. Loomis. There is such an extreme variation. You get a case 
like Mr. Windels referred to of an elaborate corporate fraud, and that 
probably has been under investigation for 2 years or more before you 
get into the courthouse. 

On the other hand, a broker dealer’s capital is insufficient. If you go 
in and find it, and we pride ourselves particularly if he is insolvent, of 
being in court the next day. You can go anywhere from 2 years to 2 
days for an investigation. 

Mr. Tuomas. When you get into the courthouse, how long does it 
take you to go through your trial and everything ? 

Mr. Merxer. Again it depends on the case. If it is in a capital case, 
very often we can dispose of the case very quickly. We get a number 
of consents in those cases. 

Mr. Tuomas. I mean where they are going to contest you from A 
to Z. It takes more time in the courthouse than it does before you 
get him to the courthouse, does it not ? 

Mr. Meeker. We usually go in with a preliminary injunction first, 
It may take us a day or 2 or 3 weeks on a preliminary injunction. 
Then we go to the permanent injunction, on the calendar and it de- 
pends on the petitions put in and how long it takes. We have had 
one case in Los Angeles which we have had an on and off trial be- 
cause of the court’s calendar for about 3 months. 

Mr. Tuomas. Can you get to it reasonably quick on an injunction 
case ¢ 

Mr. Meeker. Yes, sir. 

Mr. Tuomas. The delay is not too great ? 

Mr. Meexer. That is correct. 

Mr. THomas. When you grant your temporary, whl. about your 
next step ? 

Mr. chen. That depends on the respondent or respondents. We 
will have to set it for trial on the merits. 

Mr. Tuomas. Assume he is going to contest you. Dv you have any 
great trouble getting to bat again ? 
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Mr. Meexer. It depends on the calendar and the U.S. district court. 
In a congested district, such as the southern district of New York, we 
may have a much greater problem than we will have down in 
Memphis, Tenn. ’ 

Mr. Tuomas. Mr. Green, what about the Atlanta operations? In 

our jurisdiction, do you get reasonably quick service? 

Mr. Green. We get reasonably quick service on any case that does 
not involve a jury. In the injunction suits we are not delayed. We 

right to the court, but sometimes in some areas like the southern 
Gietricl of Florida they have congestion and we have to wait for a 
trial on the merits. It seldom takes more than 1 or 2 days to try one 
of these injunctive cases once you reach them. ‘The delay is in reach- 
ing the trial. 

Mr. Tuomas. How long does it take you in a jury case? 

Mr. Green. That is hard to estimate. 

Mr. THomas. When you havea pretty good case. 

Mr. Green. About a year ago we had a case I estimated would take 
9 weeks to try and it took 8 weeks. 

That tied up my entire staff. 

Mr. Tuomas. You tied up the court, too, during that 8 weeks. 

Mr. Green. The court is, I think, the one that tied it up. 

Mr. Gapspy. Shall I proceed, sir? 

Mr. Tuomas. Yes, please. 

Mr. Gapssy. You will note, however, that the backlog of these rela- 
tively important cases has steadily increased from year to year. Asa 
consequence, the burden on each of our field personnel has measur- 
ably increased, and the prospect of satisfactory conclusion of every 
serious violation, which should be our aim, has decreased. 

I think I should go on to point out that the matters which are the 
subjects of investigations of this nature very often involve the ingeni- 
ous plans of unscrupulous individuals to evade the disclosure and anti- 
fraud provisions of the securities laws. Not only has this type of 
investigation increased in number and proportion in the past few 
years, but the situations involved have also greatly increased in com- 
plexity, necessitating far more time and effort than we were called on 
to devote to the usual case in the recent past. 


NUMBER OF CRIMINAL CASES REFERRED TO THE DEPARTMENT OF JUSTICE 


The next chart (IX) is intended further to develop the point I 
touched on a few minutes ago. It shows graphically the number of 
criminal cases developed by the Commission and referred to the De- 
partment of Justice for criminal prosecution. In 1955, we developed 
and referred 8 of these cases as compared with 48 cases during the 
fiscal year 1959. During the first 6 months of the current year, we 
have referred an additional 22 cases to the Department of Justice, and 
we have in our files in process of development for referral] 8 more 
cases. A survey of the work in the field shows that there will prob- 
ably be an ultimate total of 60 referrals for this fiscal year. The 
increasing average number of defendants per case in the past 3 years is 
also significant since the resultant cienativehed factual situation re- 
quires much more time to present. Such cases are far more costly 
than those involving only one or two defendants. 
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There are 92 cases which have been referred by us and which are 
now pending with the Department of Justice, of which 21 involve 
fugitives, so that 71 cases are considered active. Of this 71 cases, we 
are actively engaged presently in assisting the U.S. attorneys in 95 
cases. I cannot emphasize too much the inescapable fact that the 
reference of a case to the Department of Justice, although it comes ag 
the end result of long and painstaking investigation, represents the 
beginning of a new assignment and not the completion of a task. 


INVESTMENT COMPANY PROGRAM 


The third important program of the Commission which I would like 
to discuss with you faday is that involving the investment company 
field. This program includes the registration and regulation of in- 
vestment companies and inspections of their books. For 1961, funds 
for nine additional positions are being requested to handle these mat- 
ters, two of which would be added to the Division of Cor porate Regu- 
tien and seven to the field offices. 

Before I go into the specific workload under this program, I should 
like briefly to describe the impressive growth of investment companies 
in recent years as the result of whic h our duties in this field have be- 
come of increasing importance. The next chart (X) shows the in- 
crease over the p: ust 4 years in the number of American investment 
companies, the estimated number of shareholder accounts, and the 
estimated market value of their assets. 

At the end of 1956, there were 399 registered investment companies 
as compared with 512 at the close of 1959. At the end of 1960 and 
1961, we anticipate that 582 and 662 such companies, respectively, will 
be registered with us. The estimated aggregate net asset value of 

registered investment companies has increased from something over 
$13 billion at the close of 1956 to about $20 billion at the end of 1959, 
While some of this increase is the result of a rising stock market, these 
securities are becoming more and more popular and energetic sales 
campaigns have resulted in the addition of literally billions of dollars 
annually to these balance sheets. We estimate that the value of the 
securities held by these institutions will increase to $23 and $27 billion 
at the close of 1960 and 1961, respectively. 

The overlay to this chart indicates the 1 ‘apid and progressive increase 
in the estimated number of shareholders in investment companies. At 
the close of 1956, there were approximately 2.5 million people owning 
these securities, while at the close of fiscal 1959, there were 4.3 million 
such accounts. It is estimated that this number will increase to 5 and 
5.8 million shareholder accounts at the close of 1960 and 1961, re- 
spectively. 

The registration and regulatory functions of the Commission under 
the 1940 act are among the duties ‘of the Division of C orporate Regula- 
tion. Initial registration of one of these companies requires a careful 
analysis of its financial position, a review of its corporate structure, 
and of the literature by means of which it intends to sell its shares to 
the public. Once it has started in business, its activities must be 
elosely supervised in order to make sure that they comply with the 
provisions of this intricate statute. The next chart (XI) indicates 
the actual number of new companies registered and the number whose 
registration was terminated during 1956 to 1959, together with the 
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estimated figures for 1960 and 1961. In 1956, we registered 46 new 
companies and terminated 34 registrations, a net increase of 12. In 
1959, we registered 70 new companies and terminated 11 registrations, 
a net increase of 59. In 1960 and 1961, we expect a net increment to 
this list of 70 and 80 companies, respectively. In order to handle this 
net increase in registrations of investment companies and the resultant 
estimated 10-percent increase in other regulatory functions, we are 
requesting two additional positions to be assigned to this Division in 
1961. 

The Commission is further asking that seven additional positions be 
authorized in the field offices in order to handle inspections of invest- 
ment companies so as to place this activity on an 814-year cycle in 
1961 as compared to the current year’s estimate of a 21-year cycle. 
Obviously, any such spread as 21 years gives little coverage as a practi- 
cal matter. 

On the next chart (XII), we have shown the number of effective 

istrations of investment companies, and have also indicated our 
objective of a 2-year inspection cycle, which should be achieved as 
goon as possible. It is essential that we reach this goal in order to 
afford reasonable protection to the public investors in these securities. 


INVESTMENT COMPANY INSPECTIONS 


As shown by the overlay to this chart, we performed 30 inspections 
over the past 3 years, and contemplate completing 28 and 77 inspec- 
tions in this year and next, respectively. 

The present personnel available to the Commission to handle this 
inspection program is alarmingly inadequate when there is taken into 
aecount the estimated 60 percent increase in the number of registered 
investment companies, the 132 percent increase in the estimated num- 
ber of shareholder accounts, and the 93 percent increase in the esti- 
mated market value of assets of these companies. In the course of 
the 30 inspections which we have been able to make in the past 3 years, 
a number of substantial irregularities have been discovered which 
we arranged to have corrected. ‘The Commission is convinced that 
this large and ever-increasing group of investors deserves more than 
token protection. We cannot begin to perform our obligations in this 
respect unless the seven additional positions are provided for which 
we are seeking authorization to be assigned to this work in the field 
offices in 1961. 


PERSONNEL REQUIREMENTS IN OTHER PROGRAMS OF THE COMMISSION 


Thave discussed generally the three principal programs in connection 
with which we are requesting 80 additional positions out of the total 
of 92 included in our budget. There are, of course, other important 
Commission activities for which we must provide in the next fiscal 
year. The brevity with which my respect for your time compels me 
to treat them ought not, however, to be taken as any indication that 
these 12 remaining positions are not just as necessary to the func- 
tioning of the agency as those I have previously discussed. 

_ 1. Two positions are required to handle the increased workload 
i corporate reorganizations under chapter X of the National Bank- 
ruptey Act. 
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2. Two positions are required in order to provide more effective 
regulation of the national securities exchanges and to give the pub- 
lic increased protection against manipulation of the prices of secu- 
rities on the exchanges and on the over-the-counter market. 

3. Seven positions are necessary to render administrative services to 
all personnel of the Commission. These positions are at grade GS-5 
“— lower levels. 

. One position is requested in order to facilitate the processing of 
the ‘increased number of applications from brokers, dealers, and in- 
vestment advisers. 

AVERAGE EMPLOYMENT 


We have prepared a further chart (XIII) which shows our actual 
average employment since 1941 when it stood at 1,712. Our personnel 
reached a low of 699 in 1955 and has since ine reased to an estimated 
954 for the current year. In the budget now under conside ration, we 
are asking for an average employment of 1,042. As the chart shows, 
some increases in personnel have been provided since 1956, but the 
truth of the matter is that such increases have not been sufficient to 
enable us to cope with the influx of uncontrollable workload involving 
numerous problems never before encountered by the Commission, 

We have also shown on this chart the progressive increase in the 
ratio of field personnel to total average employment from 1941 to 
1961. In 1941 the ratio of average field employment to the total was 
23 percent as compared to 39 percent in 1958 and an estimate of 41.5 
percent in 1961. 

FEES 


Statutory fees and other revenue collected by the Commission 
amounted to $2.4 million in 1959, or 31 percent of our appropriation. 
In 1954, these collections amounted to only $1.2 million, or 24 percent 
of our appropriation. Under existing legislation, we anticipate re- 
ceipts of $2.6 million and $2.7 million in 1960 and 1961, respectively. 
Of course, these receipts are not available for Commission use but are 
deposited in the general fund of the Treasury. 

Enactment of proposed fee legislation now pending before the Con- 
gress will increase our receipts by approximately $2.2 million, which 
would increase the proportion of fees to be collec ted in fiscal 1961 to 
expenses from 30 percent to 55 percent. If this legislation is passed, 
the actual net cost of running the agency in 1961 will be diminished 
to about $4 million. 

CONCLUSIONS 


Permit me to finish up this all too long statement with a few con- 
cluding remarks. 

We are well aware of the grave problems which face the Congress 
in determining appropriations for 1961. However, the fact is that 
our attempts to hold our expenses to a minimum in the past together 
with a critical unanticipated workload have, during the ps ast 18 
months, resulted in a dangerously large bac klog of work in almost 
every program of the Commission. We » have been aware of this situa- 
tion for some time and have taken every measure we could think of 
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to meet it, but have not met with any appreciable success. Our 

employees have been most willing, have put in long hours of overtime, 

and have sacrificed very substantial portions of the annual leave which 

they have richly earned vainly trying to keep this workload within 

reasonable proportions. The only alternative is to increase our man- 
wer. 

Issuers and underwriters should not be required to experience long 
delays in their financing plans which are so vital to the economy of 
the Nation. Nor should public investors who have been defrauded 
be asked to tolerate endless delays by the Commission in dealing with 
malefactors. Fulfillment of the Commission’s statutory obligations to 

rotect the interests of the public and investors against malpractices in 
the securities markets depends on the speed and effectiveness with 
which the Commission is able to investigate suspected violations and 
to take appropriate action to correct conditions and to punish 
violators. 

As I pointed out in my letter transmitting the budget which is be- 
fore you, the current trend in the workload of the Commission is such 
that the increase there requested for 1961 may not prove sufficient 
adequately to carry out the functions which it administers. A man- 
agement survey is currently in process of negotiation between the 
Bureau of the Budget and a suitable contractor for the purpose of 
reviewing the organization, procedures, and administration of this 
agency. If it is determined after this survey that manpower savings 
which can be brought about through administrative and procedural 
changes are not suflicient to provide for proper discharge of our func- 
tions through expenditures of the amount of this estimate, it may be 
necessary for us to request of the Congress additional funds for 1961. 

Mr. Chairman, with the assistance of my fellow Commissioners and 
our staff members I will be very happy to answer any questions you 
orthe members of your committee may have. 

Mr. Tuomas. Mr. Chairman, that has been a very fine statement. 
We recognize you have spent a lot of energy, skill, and ability to go 
into the composition of it. We have interrupted you two or three 
dozen times, but it will save your time and everybody else’s. I think 
we have had a very healthy discussion so far. It will save every- 
body’s time this afternoon. 


AFTERNOON SESSION 
PROPOSED FEE LEGISLATION 


Mr. Gapspy. In the course of my presentation, Mr. Chairman, I re- 
ferred to certain legislation now pending before Congress designed 
to increase the fees which this agency collects. 

During the recess I was told that that legislation will be marked up 
before the House committee in the very near future for hearings. 
Instructions have been given to the Clerk accordingly. 


JUSTIFICATION FOR 1961 Bouncer 


Mr. Tuomas. We will insert pages 1, 2, and 3 in the record and the 
table on page 4. 
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(The pages referred to follow :) 


STATUTORY AUTHORITY 


The Securities and Exchange Commission is an independent, quasi-judicig} 
agency. It administers (1) Securities Act of 1933; (2) Securities Exchange 
Act of 1934; (3) Public Utility Holding Company Act of 1935; (4) Trust Ip. 
denture Act of 1939; (5) Investment Company Act of 1940; and (6) the Invest. 
ment Advisers Act of 1940. By terms of chapter X of the National Bankruptcy 
Act, as amended, the Commission also serves as adviser to Federal courts in 
corporate reorganization proceedings. 


PURPOSE 


The general objective of the statutes administered by the Commission ig to 
protect the interests of the public and investors by preventing fraud, deceit, 
and manipulation in the sale and trading of securities, by enforcing statutes 
requiring high standards of conduct in financial reporting and other activities 
of issuers of securities and brokers and dealers, by regulating public utility 
holding company systems and investment companies, and by rendering assist. 
ance to courts in corporate reorganizations. 


DUTIES 


The primary duties of the Commission under the above statutes are: 

1. Securities Act of 1933.—Administration of the law which, with respect 
to securities sold in interstate commerce or by use of the mails, has two basie 
objectives: (@) to provide investors with financial and other information con- 
cerning new issues of securities or outstanding issues owned by controlling 
persons offered for public sale; and (0b) to prohibit misrepresentation, deceit, 
and other fraudulent acts and practices in the sale of securities generally, 

2. Securities Eachange Act of 1934.—This act requires the filing of registra- 
tion applications and annual and other reports with national securities ex- 
changes and the Commission by companies whose securities are listed upon the 
exchanges. These filings must contain financial and other data prescribed by 
the Commission for the information of the investing public. 

The act also requires registration with the Commission of national securities 
exchanges, brokers, and dealers engaged in an over-the-counter securities busi- 
ness, and national associations of such dealers. Their activities and practices 
are subject to regulation and disciplinary action by the Commission to prevent 
fraud in the purchase or sale of securities, to prevent manipulative practices 
in the over-the-counter and exchange markets, and to insure maintenance of 
just and equitable principles of trade for the protection of investors and the 
public. 

The act also subjects to Commission regulation short sales, stabilizing, floor 
trading, the activities of specialists and odd-lot dealers, and such matters as 
excessive trading by exchange members. It further provides for control of the 
use of credit to finance the purchase of securities listed and registered on ex- 
changes through establishment of minimum margin requirements by the Board 
of Governors of the Federal Reserve System. 

3. Public Utility Holding Company Act of 1935.—This act provides three 
areas for regulation of holding companies controlling electric and gas utilities: 
(1) Physical integration of public utility and related properties of holding 
company systems, and simplification of financial and corporate structures of 
those systems: (2) regulation of financing operations, acquisitions and disposi- 
tions of securities and properties, accounting practices, and servicing arrange 
ments of holding company systems; and (3) exemptions of certain companies 
from provisions of the act and regulation of the rights of persons affiliated with 
a public utility to acquire securities of other public utilities. 

4. Trust Indenture Act of 1939.—The rights and interest of purchasers of 
debt securities issued under mortgage indentures and sold publicly are safe- 
guarded through provisions of this act requiring elimination of exculpatory 
clauses from and inclusion of protective provisions in indentures. The act also 
requires that the indenture trustee, who as a representative of the debtholders 
has the duty to see that the convenants in the indenture are adhered to, shall 
be independent and free of any interests which might conflict with the proper 
exercise of his duties. 
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5. Investment Company Act of 1940.—This act provides for the registration 
with the Commission of investment companies, and subjects their activities to 
regulation in accordance with prescribed standards in the interest of protecting 
investors. 

6. Investment Advisers Act of 1940.—Persons who, for compensation, engage 
in the business of advising others with respect to their security transactions 
must register with the Commission. 

7, National Bankruptcy Act, chapter X—To aid the Federal courts in the 
administration of the affairs of debtor corporations being reorganized under 
chapter X, the Commission participates actively as a party to the proceedings 
in those cases in which a substantial public investor interest is involved, and 
files advisory reports on reorganization plans in appropriate cases. The Com- 
mission also may appear in chapter XI cases to challenge whether the relief 
sought may properly be granted under the provisions of that chapter. 

The Commission is assisted by a staff of professional employees, including 
lawyers, accountants, engineers, security analysts, and examiners; and by ad- 
ministrative and clerical employees. The staff is organized into separate 
divisions and offices, including nine regional offices, each under the charge of a 
division director or office head, and each of which is responsible for the per- 
formance of certain functions in the administration of the laws assigned to the 
Commission. 

The table on the following page represents a summary of the budget estimate. 
It shows, by divisions and offices the actual obligations and positions for 1959, 
estimated obligations and positions for 1960 and 1961, and changes proposed in 
1961. Similar data is furnished for all other items of “Other obligations.” 
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INCREASE IN PERSONNEL 


Mr. Tuomas. This year you seek 1,092 employees, which is an jp- 
crease of 92 over last year. 

Mr. Gapssy. That is right, sir. 

Mr. Tuomas. I note the Commission has done quite well, not only 
in its work but in discharging its duties and obligations. 

I thought you were doing a fine job until I heard the presentation, 
Everything is piling up, everybody 1s unhappy. 

Mr. Gapssy. Mr. Chairman, we have been doing everything we 
could. 

Mr. Tuomas. I thought you deserved a lot of credit and praise for 
a fine job and now it develops everything is going over. 

(Discussion held off the record.) 

Mr. Tuomas. The Commission has done very well, if my figures 
are correct. In 1957 you had 807 positions. In 1958 you had—— 

Mr. Gapspy. It depends on what you call well. 

Mr. Tuomas. It goes up to 885. 
Anybody who gets that many jobs from us is doing exceptionally 
well. 

Mr. Gapssy. Westill have not done well enough. 

Mr. Tuomas. In case your memory slipped, in 1959 you increase 
again about 65 or 70 people, 953. 

In 1960 you got up to 1,000. Now in 1961 you want to go to 1,092, 


ANALYSIS OF COMMISSION RATES BY THE N.Y. STOCK EXCHANGE 


I remember my very distinguished friend there, Judge Patterson, 
who wanted 50 or 60 men to investigate several matters, one bei 
that he wanted to look into the activities of the New York Stock Ex- 
change for raising fees without consulting the SEC. I have heard 
nothing from him since. 

Mr. Gapssy. The report is contained in last year’s annual report. 
We caused some of the fees to be reduced and we put the procedure 
on a basis whereby we will be advised ahead of time of any inten- 
tion to change the fees. 

Mr. Tuomas. What were the reductions? 

Mr. Gapssy. In the lower ranges, the lower blocks of shares. I 
cannot tell you the exact amounts of them. 

Mr. Tuomas. What about it, Judge Patterson ? 

Mr. Patrerson. We made them reduce the fees they had decided 
on. 

Mr. Tuomas. What did they originally put on and what was the up- 
shot of your intervention? Do you recall ? 

Mr. Parrerson. I think they asked for an increase of about 15 
percent across the board. That is what they had put into effect. 

Mr. Tuomas. What was the action of the Commission ? 

Mr. Parrerson. The action of the Commission reduced that to 
about 8 or 10 percent. 

Mr. Loomis. The overall reduction brought it down to about 12 per- 
cent, but it was done by making them rescind the increase on cer- 
tain small value transactions with small investors. 
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Mr. Gapssy. Also, we insisted upon their introducing accounting 
methods simplified and uniform, whereby we could find out more 
accurately in the future just what their costs and profits were. 

Mr. Tuomas. Now what are the 50 employees doing? 

Mr. Gapssy. They were not occupied exclusively with that, I assure 
ou. 

’ Executive OFFices 


Mr. Tromas. Let us look at the Executive Offices. Insert pages 5 
through 12 in the record. 
(The pages referred to follow :) 


EXECUTIVE STAFF 
FUNCTIONAL STATEMENT 
The members of the Commission are responsible for the administration and 
enforcement of the Federal securities laws, the primary provisions of which 


have been outlined in pages 1 to 3 of the introduction. 
The Executive Director is the chief administrative official of the Commission 





Justification 
Personal services 
Fiscal year be ey 
| Cost Average 
employment 
$283, 000 26. 6 
Rg Uswongwndiine be 
Og et eee ee ee pee Bip. t90 ys. 284, 900 26. 6 





The amount requested for the executive offices in fiscal year 1961 will provide 
for the five Commissioners, their legal assistants and secretaries, as well as for 
the Executive Director and his staff. 

The increase of $1,900 in 1961 over 1960 covers the cost of mandatory within- 
grade increases. 

Personal services data sheet—Ezxecutive Offices 


i 

















Program, 1960 | Estimate, 1961 
ees ce UR 
Title | Grade | position 

| | Number | Annual | increase | Number| Annual 

|} Salary | Salary 
—_—-_— — — = — — — - — — — —— --— — _ _ — j — | — — 
Commissioner ie iced pane om 5.0 $100, 500 5.0 | $100, 500 
Executive Director +i manaiaiicdeat Mame Al 1.0] 17,514 1.0 | 17, 514 
Associate Executive Director ~~ ....| GS-16 1.0 14, 206 1.0 | 14, 435 
Adviser to Commission sac eabaniaen | GS-16 1.0 14, 206 |_- 1.0 14, 435 
Management analyst Pe ....} GS-15 1.0 13, 083 | 1.0 13, 374 
Attorney ncccceblalpaeen - 5.0 49, 754 5.0 | 50, 252 
Management analyst.....................| GS-11 | 1.0 7, 280 | 1.0 | 7, 530 
Confidential assistant... ...............-.| GS-10 1.0 7, 114 1.0 | 7,114 
O.....-- ad Saiki ..| GS-9 | 4.0 26, 708 4.0 26, 999 
are actel or ipeeeieesacusent a TT 7.0 | 36,359 7.0 37, 107 

| and } 
| under | 

Total permanent___........-- vies s1 27.0} 286,724 | 27.0 | $289, 260 
ET Tt sx Saat 4 3, 724 sSteil .4 4, 360 
Average employment and cost. oeal pradadl deme | 26.6 | 283, 000 266 | 284,900 





ee 
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OFFICE OF THE SECRETARY 
FUNCTIONAL STATEMENT 


The Secretary attends meetings of the Commission and is responsible for 
preparation and maintenance of the official minute record of its actions, He 
is custodian of the Commission’s seal, with power to certify and authenticate 
documents reflecting official action of the Commission, and performs other ang 
related duties. In addition, he is the chief information officer of the Commissjon 
to whom general inquiries of the public and press representatives are directed 
An important phase of the latter function is the preparation, for the pregs, of 
a daily résumé or digest pertaining to (1) all Commission decisions and orders 
and (2) all financing and related proposals filed with the Commission, 

All official decisions, orders, and rules adopted by, as well as all administrative 
actions of, the Commission, are recorded by and issued through this office. Ay 
public announcements of Commission action also are prepared by and/or 
released through this office. 








Justification 
Personal services 
| ees —— ——__—. 
Fiscal year | «sah age 
| Cost Average 
| | employment 
EE ae eee tepncdinadiulibevnsteuiedethems aboot es Ghabename $48, 100 | 1.6 
iti itiianabceendenebevesnuacccsescovenesq wennennnenecene=-] O00 1.<.i.0i a, 
FE se bekisewesecnscnee adliink tpl a taibiawanie ebinnnswinomannuaccentgnit 48, 900 | 16 





The increase of $800 in 1961 over 1960 covers the cost of mandatory within- 
grade increases. 


Personal services data sheet—Office of the Secretary 











| 
Program, 1960 Estimate, 1961 
bee ae ee KO heeecen sande 
Title Grade position | 
Number | Annual | increase | Number | Annual 
Salary | Salary 
pe en — —— sickest 
| 
Secretary of Commission ___ — GS-15 1.0 | $13,374 | 1.0 $13, 374 
Assistant Secretary of Commission____- GS-13 1.0 10, 150 | } 1.0 10, 379 
Recording secretary ; : GS-11 1.0 | 7,030 | 1.0 7, 280 
cht nieabtacieSbmebsndhmninninas | AT 5.0} 19,885 | 50| 20, 364 
and | | 
under 
Total permanent__..-.- ditenmbine sitios tl &0| 50, 439 | 8.0 | 51,397 
Less: Lapse 5 .4 2, 339 | 4 2, 497 
Average employment and cost-.- -_- 7.6 48, 100 | | 7.6 48, 900 
| 








OFFICE OF HEARING EXAMINERS 
FUNCTIONAL STATEMENT 


The hearing examiners preside in a quasi-judicial capacity over publie and 
private hearings held throughout the United States under the various statutes 
administered by the Commission. They administer oaths; subpena witnesses; 
take testimony; rule on the admissibility of evidence, offers of proof, and other 
disputed matters; rule upon motions and procedural requests; and take all 
necessary precautions to protect the rights of all parties. 

At the conclusion of the hearings, the hearing examiners prepare recom- 
mended decisions to the Commission, as required, for action based upon the 
evidence in the record, the arguments and contentions made, and the applica- 
tion of law and regulations to the facts. 
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Although some cases are settled prior to the dates established for the hear- 
jngs, the preliminary work must be performed on the assumption that all 
scheduled hearings will, in fact, be held. 


Justification 
72 eee ee 
| : 
Personal services 


Fiseal year 





Cost Average 
employment 
eee aa seiiaieleraetaumeameneaaaiiaiiea ato leant 
ER aint end hag secre as nies hs sa Mecnkes ceiatiecn ee he reins $54, 300 5.4 
PNMONSC. . - - - -- ~~ --- 2-52 eee eee een eg sh ect shud ob dudsce 15, 700 1.9 
BED bp woh beso nqunen oduenacqneneyore nae nepesenesesecvecccasenes 70, 000 7.3 





The number of cases which required hearings in 1959 and the number of 
pages of transcript involved and an estimate of the number of cases which will 
require hearings and pages of transcript for 1960 and 1961 follow: 





| Actual 19 9 | Estimate 1960) Estimate 1961 
! i 


— - —_—_—_ | 





ce, UDC NEGATING. -.........5..-.+----- Cann ieteteaien 79 | 100 115 
Sn EPO MROUIOE. iin pwwdinn ocniich cbbsshsmetesdubipnséaa so] 8 | 15 25 
ONO eee unin sitar dst cna | 31, 247 | 41, 400 50, 400 
Numb :r of sessions: | | 
I a a U orl 43 550 650 
36 75 


Po. ca ccchvstuaroeteaescasca 75 125 


{ | | 





One additional hearing examiner and secretary will be required in 1961 over 
1960 to provide for the efficient disposal of the increased number of cases in 
1961. 


Personal services data sheet—Office of Hearing Examiners 
g 








| Program, 1960 | | Estimate, 1961 
ee i Se 1961 | 
Title Grade | | position 
| Number | Annual | increase | Number} Annual 
salary | Salary 
<i 
Hearing ex.s «iner Faces he ome | Gel 0 $6,197 | 1 | 6.0 77, 665 
Secret ary isa cicasinateatianadi ci GS-6 | 20) MON L..2.2. 2.0 10, 816 
Do Besides cake dakdchinca dude cody tree --| pan 1 | 1.0 4, 056 
| | | -—---—— —- ] ———__ —_-_— 
Total per manent. shiakcediaal — --| 7.0 74,817 | 2 9.0 92, £37 
Less: Laps? | | 1.6 20, *17 ‘  & 22, £37 
me = ncsietebeinalaaats 
Ay-riv? e “ploy” ent ani cost | e 4 RN 5% 70, 000 





OFFICE OF OPINION WRITING 
FUNCTIONAL STATEMENT 


This Office assists the Commission in the preparation of findings, opinions, 
and orders in contested cases, which come before the Commission for decision 
in the exercise of its quasi-judicial functions. Further, this Office is respon- 
sible for the preparation of the annual report of the Commission to the Con- 
gress, and exercises joint responsibility with the Office of the General Counsel 
in dealing with general problems arising under the Administrative Procedures 
Act, including the revision or adoption of ruies of practice. 
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Justification 

| eS 

| Personal services 
Fiscal year re rae | 

Cost Average 
employment 

| ee ee 
ee beeaeiabandbercweanebeek | $95, 000 | 1.7 
BE iiiicinnthe cinseptinmenisaemhiwondasdeseuptniicnsenssnireianpaih 800 |... 
eet eee 
chen tice wean i eve tte lop veces sag eeruacepeas aes sonoeh Wena | 95, 800 | 11.7 


During fiscal year 1959, this Office prepared drafts and advice for the Commis- 
sion’s use in disposing of 143 matters of an adjudicatory nature as compared to 
121 matters in fiscal year 1958. In fiscal years 1960 and 1961, it is expected 
that the Office will dispose of 150 and 160 matters, respectively. 

The increase of $800 in 1961 over 1960 covers the cost of mandatory within 
grade increases. 


PERSONAL SERVICES 


Mr. Tuomas. Turn to the table at the very end of the justifications 
and do some rapid calculating here. You have 17 in the Offices of 
the Commissioners; Office of the Secretary has 8; Adviser to the 
Commission, 2; Office of the Executive Director, 8—a total of 35, 

Where are the housekeeping offices ? 

Mr. Gapssy. Division of Administrative Management. 

Mr. Tuomas. That is 129 plus the 35; is it not? 

Mr. Gapssy. The Executive Offices are not a housekeeping function. 
I do not think any of the offices that report directly to the Commission 
are designated as housekeeping. 

Mr. Tuomas. All right, you have 17 in the Commissioners’ Offices, 

Mr. Gapssy. That is Tight. 

Mr. Tuomas. Eight in the Office of the Executive Director. What 
do they do? 

Mr. Gapssy. Mr. Scheidenhelm will answer that. 

Mr. Tuomas. You have eight in the Office of the Secretary. You 
have an adviser to the Commission and his secretary, numbering two. 
What dothey do? 

Mr. Gapssy. That is a position which was established during the 
current year. We had one particular employee who was extremely 

valuable in the overall aspects of the Commission’s work, and in order 
to free him of routine matters we created this job in which he reports 
directly to the Commission. 


OFFICE OF OPINION WRITING 


Mr. THomas. You have 12 in the Office of Opinion Writing. How 
many is that altogether directly serving the Commission? I add up 
47 or 49. 

Mr. ScnemenuetM. Thirty-nine aside from the offices of the mem- 
bers of the Commission. 

Mr. Jonas. [ add 46. 

Mr. Tuomas. You have 12 people here writing opinions for five 
Commissioners ? 

Mr. Gapssy. That is right. 
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Mr. Tuomas. I do not know of a Federal judge who. would lét any- 
body write his opinion. Judge Patterson I am sure can write his own 
opinions. Certainly the Commission has to have some people in the 
;mmediate office who take worlds of detailed work off the Commission. 

However, you have these big divisions here outside of the house- 
keeping sections. You have the Division of Corporate Regulation, 
Corporation Finance, and Trading and Exchanges. It all boils down 
to the fact we have too many chiefs and too few Indians, does it not? 

Mr. Gapssy. I do not think so, Mr. Chairman. In fact, we sim- 

lified our setup to the point where we have very few chiefs. 

Mr. Tuomas. How many actual writers do you have? You have 
one attorney, one director, and an associate director. You have about 
five opinion writers and eight secretarial people. Is that it§ What 
is their workload. 

Mr. Donary. 143 opinions in 1959 as compared to 121 in fiscal 
1958. 

For this current year the target is 150. 

Mr. Tuomas. That is about 12 opinions a year per person, is it not? 

Mr. Donary. With the 12 people in opinion writing we have in- 
cluded two attorneys grade 7 who are in there and who are just out 
of college, a law clerk, and two secretaries—all below GS-8. 

Mr. Tuomas. You have two 15’s, one 13, and one 16. 

Mr. Ganssy. That is right. 

Mr. Tuomas. Do you keep them all busy, Mr. Chairman? 

Mr. Gapspy. We certainly do. 

Mr. Tomas. With 144 opinions? 

Mr. Gapspy. This year we estimate there will be 160 of them. In 
the 6 months’ period ended December 31 there were 88. ‘Those are 
not easy things to write, either, Mr. Chairman. Some of the records 
are very long and complicated. 


DIVISION OF ADMINISTRATIVE MANAGEMENT 


Mr. Tuomas. What about your Division of Management with 
129 people? 

Mr. SCHEIDENHELM. 129 people in budget, personnel and records 
and service. 

Mr. Toomas. What is the biggest section in there? 

Mr. Donary. Records and service. 

Mr. ScueEmeNHELM. That section has 94 people. 

Mr. Tuomas. What do they do? 

Mr. ScuemeNnneLM. They take care of all the records and filings 
required to be filed. In 1959 there were 468,000 documents filed. 

Mr. Tuomas. The Office of the Secretary does not do that? 

Mr. ScHEIDENHELM. No, sir. 


Mr. Tuomas. It turns out that he is your public relations man, is 
he not ? 

Mr. ScHEempENHELM. That is one of his functions. He receives all 
of the material coming from the Divisions and Offices to the Com- 


mission and certifies all of the orders of the Commission as they go 
out. 


51632—60——21 
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Mr. Tuomas. What connection does he have with the records and 
service office ? 

Mr. ScHewenHELM. No direct connection with it at all. All of the 
material is required to be filed with the Commission and is filed with 
the records officer and not with the Secretary’s office. 

Mr. Tuomas. And then brought from that office to here? He ar. 
ranges the docket for the Commission, does he not ? 

Mr. ScHEIDENHELM. Yes, but the material goes from the records 
officer, a large part of it directly to the operating divisions and not 
to the Office of the Secretary. 

Mr. Tuomas. Is that not a rather awkward arrangement ? 

Mr. ScHEmDENHELM. It eliminates one step of having to go through 
the Office of the Secretary to be redistributed again; because the work 
is done in the operating divisions. 

Mr. Tuomas. He handles only such matters which are of the nature 
the Commission will consider. 

Mr. ScurerenHELM. Which actually come before the meetings of 
the Commission. 

Mr. Tuomas. Is there any increase in the Division of Administra- 
tive Management this year? 

Mr. ScHEmENHELM. It asks for seven people. There are to be five 
additional file clerk positions, GS-2, and two other clerical positions 
requested because of the increasing work of the Commission gen- 
erally. 

Mr. Tuomas. This unit sits here in the iDstrict of Columbia at 
headquarters ? 

Mr. ScHEemEeNHELM. Yes. 

Mr. Tuomas. Do you have similar duties in each of your regional 
offices ? 

Mr. ScHEIDENHELM. No, sir. 

Mr. Tuomas. How is the work distributed throughout the regional 
offices ? 

Mr. ScurempENHELM. We have an administrative clerk in each of 
the regional offices. We do not have the volume of filings that are 
required to be made here, however. 


SUPERGRADES 


Mr. Tuomas. You have 1 GS-18 and 4 17’s and 10 16's. Are 
those your supergrades ? 

Mr. ScHremENHELM. We have 15 supergrades. The New York 
regional office and the Chicago regional office each has a supergrade. 
We have a total of 15. 

Mr. Tuomas. They are on the firing line? 

Mr. Gapssy. No more than we are in Washington. 

Mr. Tuomas. They are certainly entitled to that. You say you 
folks here are on the firing line, too? 

Mr. Gapspy. We certainly are. We are being besieged every day. 


POSITIONS IN GS-18, 14, AND 15 


Mr. Tuomas. How many 15’s and 14’s do you have in the Com- 
mission ? 

Mr. ScuerennetM. Forty-five 14’s in headquarters. There is no 
request for increase in that group. 
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We have 26 GS-15 at present and we will add 1 more, making it 
97 in headquarters. 
We have sixty 13’s presently on the Commission staff and no change 
contemplated there. ‘Those are in the central office. 
In the field we have ten 15’s and fifteen 14’s, and we have forty-four 
3's. 
Mr. Tuomas. Making a total of how many 13’s, 14’s, and 15’s? 
Mr. ScHIEDENHELM. One hundred and four 13’s, sixty 14’s, and 
thirty-seven 15’s. 
Mr. Tuomas. You cannot get good people and hold them unless you 
pay them. ; 
Mr. Gapssy. We are finding that out, Mr, Chairman. 


PERSONNEL TURNOVER 


Mr. Tuomas. What is your turnover in the Commission in grades 
10 and above for a year? 

Mr. ScHEIDENHELM. Really very little in grades 10 and above. For 
instance, since July 1 we have recruited about 80 people. Of those, 
perhaps 50 are in the grades you speak of. 

Mr. Tuomas. When you say very little turnover in 10 and above, 
whatisit? Isit 3 percent, 4 percent, 5 percent ? 

Mr, ScHempeNHELM. About 2 percent. 

Mr. Tuomas. What is the general turnover in the agency ? 

Mr. ScHEIDENHELM. About 12 to 14 percent per year. 

Mr. Tuomas. That is lower than the national average. 

Mr. ScHEIDENHELM, Yes, it is. 

Mr. THomas. What is the national average, about 16? 

Mr. Donary. Closer to 20, is it not? 

Mr. Becker. That 12 to 13 percent includes a number of oldtime 
Commission employees who reached retirement age. 

Mr. Tuomas. You mean retirement, sickness, whatever it is? 

Mr. Gapssy. That is right. 

Mr. Tuomas. It averages 16 to 1614 percent. Your agency is a 
little lower than the national average. 


OFFICE OF HEARING EXAMINERS 


How many hearing examiners do you have? I think I recall count- 
ing five. 

Mr. Gapspy. We have five at the present time. At least, we will 
have five shortly. 

Mr. THomas. Are you seeking any increase? Here are five grades 
15 and two grades 6. 

How many cases did the trial examiners hear in 1959? 

Mr. Donary. In the Office of Hearing Examiner? 

Mr. Tuomas. Yes. 

Mr. Donaty. Seventy-nine cases of a public-hearing nature and 
eight cases of private hearings. 
_ Mr. Tuomas. What do you mean of a public-hearing nature? It 
isa hearing or not. 

ne Donaty. Open to the public versus those not open to the 
public. 


Mr. Tuomas. Some in executive session ? 
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Mr. Donary. That is right. 

Mr. TuHomas. What is the total ? 

Mr. Donary. Eighty-seven, sir. 

Mr. Tuomas. With five examiners ? 

Mr. Donatry. We had four most of 1959. 

Mr. Tuomas. How many days a week or month do the examiners 
sit ? 

Mr. Ganpssy. I could not even give you a guess, Mr, Chairman, 
They either sit or make their reports. They are doing one or the 
other every day of the year. 

Mr. Tuomas. You mean it is a pretty busy group, then ? 

Mr. Gapssy. Certainly. Weare all busy. 

Mr. ScHEmENHELM. When we contemplated this additional exam- 
iner we analyzed the work of our hearing examiners and found, as I 
recall, 100 hearing days during the year for each examiner. 

Mr. Tuomas. One hundred hear ing days for each examiner? 

Mr. ScHEIDENHELM. Yes. 

Mr. Gapssy. About half their time is spent in hearings. 

Mr. Tuomas. That is a good average. By the time they receive 
briefs, study the briefs, and write their opinions, if they sit half the 
time it is not bad. 

Mr. Gapssy. They are working hard just as we all are. 

Mr. Tuomas. What is your relationship with the trial examiners?! 

Mr. ScuemennenM. It is excellent. We have no problems with 
them that we are conscious of. 

Mr. Tuomas. Do you know them all? 

Mr. ScHEIDENHELM. Yes, sir. 

(Discussion held off the record.) 


Orrice or GENERAL COUNSEI 


Mr. Tuomas. What about the judge’s shop! Insert pages 14 
through 18. 
(The pages referred to follow :) 


OFFICE OF THE GENERAL COUNSEI 
FUNCTIONAL STATEMENT 


The General Counsel is the Commission’s chief legal consultant and counsel on 
overall legal policy, litigation, legislation, and in the interpretation of the several 
statutes administered by the Commission. In addition, the General Counsel exer- 
éises joint responsibility with the Director, Office of Opinion Writing, in dealing 
with general problems arising under the Administrative Procedure Act, including 
the revision or adoption of rules of practice. 











Justification 
Personal services 
Fiscal year — ee 
Cost Average 
employment 
a kt etal ces svlaubie inineniedo tinier ike 10, 400 | 1.7 
BE. « ddadedidsatiddeadbobtbhdeckitctdchdoncuscq RRS See | 244. 000 30.2 
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for fiscal 1961, one additional attorney and one secretary will be required as 
a direct result of the continued expansion of the Commission's enforcement 
activities. 
CRIMINAL REFERENCE REPORTS 


During 1959, the General Counsel’s Office reviewed 50 criminal reference re- 
ports prepared by the various divisions and regional offices following appropri- 
ate investigations. Such reports were reviewed as a basis for advising the 
Commission whether the evidence therein contained warranted reference by 
the Commission of such cases to the Department of Justice for criminal prose- 
eution. Of the reports reviewed, 48 were referred by the Commission during 
fiscal 1959 for criminal action as compared to 17 in fiscal 1958—an increase of 
almost 200 percent in 1959 over 1958. Since the investigations program will be 
accelerated in the operating divisions and the regional offices, it is expected that 
50 criminal reference reports will be referred to the Department of Justice in 
1960 as well as in 1961. 

During 1959, the staff of this Office actively assisted U.S. attorneys. For 
example, presenting cases to grand juries, preparing indictments, responding to 
motions made by defendants, solving evidentiary problems arising during trials, 
and preparing instructions to juries. In many of these cases, as well as in 
those pending from prior years, the staff actively assisted the prosecuting attor- 
ney in protracted trials of such cases. In addition, the General Counsel and 
his staff worked closely with the Department of Justice and other agencies in 
eases involving possible violations of other statutes. 


Civil and appellate litigation 


The general counsel supervises all civil litigation in the U.S. district courts 
incident to violations of the securities laws. ‘This requires not only a high de- 
gree of legal skill and ability, but also careful and time-consuming preparation. 
It includes preparing or reviewing memorandums of law on motions, briefs, and 
other court documents, and advising on litigation tactics, evidentiary problems 
and other matters arising in the course of such litigation. In 1959, personnel 
of this office were called upon frequently to participate in court in such cases. 
This trial court litigation includes Commission actions seeking temporary re- 
straining orders, preliminary and final injunctions against (1) violators of the 
registration and antifraud provisions of the Securities Act of 1933, the report- 
ing requirements of the Securities Exchange Act of 1934, and the Commission’s 
Proxy Rules adopted pursuant to that act; (2) broker-dealers violating the 
regulatory provisions of the Securities Exchange Act of 1934; (3) brokers and 
others violating the antimanipulative and antifraud provisions and (4) violators 
of the provisions of the Investment Company Act of 1940 and the Investment 
Advisers Act of 1940. 

Another important allied phase of the work of the General Counsel’s Office 
is appellate litigation, which includes appeals from Commission decisions under 
the acts administered, appeals in injunction and criminal cases and appeals 
in chapter X proceedings. These appellate proceedings frequently involve com- 
plicated factual and novel legal problems requiring the expenditure of tremen- 
dous amounts of time. This Office is responsible for the preparation of peti- 
tions and briefs and the presentation of oral arguments in the various U.S. 
courts of apepals (and in the Supreme Court subject to the approval of the 
Solicitor General) in proceedings in which the Commission is a party or in 
which the Commission is participating as intervenor or as amicus curiae. 

The Office is responsible for defending the Commission in actions instituted 
against it, such as suits to enjoin Commission hearings, administrative proceed- 
ings or investigations. Supervision is exercised over proceedings to enforce 
compliance with Commission subpenas and contempt proceedings instituted by 
the Commission against violators of injunctive decrees previously obtained by 
the Commission. Generally, Commission trials are conducted by attorneys as- 
signed to the Commission’s regional offices, but in proxy and investment com- 
pany cases or other particularly important or novel cases General Counsel per- 
sonnel are assigned to try the case. 

This Office also prepares briefs in those private law suits in which the 
Commission decides to participate amicus curiae because the issues presented 
involve questions of such a nature under the Federal securities laws as to 
warrant the views of the Commission. 

During 1959, this Office prepared 80 briefs and legal memorandums in pending 
appellate and district court litigation. The Office examined 380 documents in- 
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cluding complaints, motions, affidavits, and stipulations in connection with Com. 
mission litigation and pleadings and briefs in private lawsuits. 
Legislative matters 


The General Counsel is the Commission’s primary legal consultant and counse} 
on legislation and is responsible for the preparation of material submitted py 
the Commission to the committees of the Congress, and also advises and agsists 
the Commission in hearings and appearances before the Congress. In 1959 
time spent for this activity required a very substantial amount of time of the 
General Counsel and his staff. While hearings were held by the Congress op 
the Commission’s legislative program in fiscal 1959, the staff will spend consiq. 
erable time in 1960 and possibly in fiscal 1961 on this program since further 
congressional action will be required. In addition to the Commission’s legigs}g- 
tive program, the General Counsel’s office considered and reviewed 76 legislative 
proposals in 1959 as compared with 58 in 1958. 

Other functions 


The Office of the General Counsel is responsible also for the conduct of ad- 
ministrative proceedings relating to possible disqualification of attorneys, ac. 
countants, and other professional persons from practice before the Commission. 
Such matters may involve extensive investigation and travel in addition to the 
vigorously contested proceedings. During 1959 this office participated in four 
such disciplinary investigations and proceedings. 

In 1959, the staff of the Office completed a number of general matters, which 
are time-consuming in the day-to-day operation of the Office. For example: (1) 
Rendering decisions involving approximately 130 interpretive problems relating 
to the various statutes and Commission rules; (2) drafting opinions incident to 
11 Commission rule proposals; and (3) completing 72 specialized projects in- 
cluding special reports, speeches, studies, and general research, as well as 52 
General Counsel opinions, staff memorandums, and litigation releases, 


WORKLOAD IN THE OFFICE OF THE GENERAL COUNSEL 


Mr. Tuomas. Judge Meeker, are they still working you hard? 

Mr. Merxker. Yes, sir. 

Mr. Tuomas. How many people do you have now ? 

Mr. Meeker. Nineteen lawyers and the rest clerical help. We are 
asking for one lawyer and one additional clerical person. 

Mr. Tuomas. How many lawyers and clerical help do you have on 
board ? 

Mr. Meeker. Thirty. 

Mr. Tuomas. It is supposed to be at about 28, is it not? 

Mr. Meeker. I could use 32. 

Mr. ScHEmENHELM. Page 19 shows the tabulation. 

Mr. Tuomas. In one place you have 28.5 and in the other place you 
have 30. We will take it at 30. 

Mr. Gapspy. That is less lapses, Mr. Chairman. 

Mr. THomas. What is the workload, Judge? 

Mr. Merxer. Quite heavy, sir. As the chairman explained earlier 
the burden of additional criminal references is responsible. 

Mr. Tuomas. You reviewed 50 criminal references. Forty-eight 
were referred by the Commission during fiscal 1959 for criminal ac- 
tion. 

How many lawyers working on 50 cases? 

Mr. Merexer. It ranges anywhere from one to seven in that area 
of work. 

As the chairman also explained, and as Mr. Windels explained, our 
work does not stop with the review of the report and the recommenda- 
tion of the Commission but it merely starts. 
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Once the report is referred we then start working with the U.S. at- 
torney, get the witnesses together, prepare memorandums of law for 
him, help draft the indictment, and that is the start of a man’s activity 
on a particular case, 

As a matter of fact, only recently, Mr. Chairman 

Mr. Tuomas. You are talking to a man who has done a lot of that. 

Mr. Merxer. I understand that. 

Mr. THomas. How many men handle 50 cases starting from the 
investigation through to the indictment and the presentation at the 
trial ¢ 

Mr. Meexer. One assistant general counsel heads that work, and he 
has a total of four in his section including himself. We borrow from 
other sections in situations like this where we have 48 one year as 
opposed to 17 in the prior year. 

Mr. Tuomas. Your legal division does anything that needs to be 
done, does it not ? 

Mr. Meexer. We try cases and argue cases on appeal. 

Mr. Tuomas. Out of the 30 people how many are lawyers? 

Mr. Meexer. Nineteen, sir. 

Mr. Tuomas. Do you have any cases on appeal ? 

Mr. Meexer. We run anywhere from 15 to 30 during the course 
of the year. 

Mr. THoma.s What takes most of the time of the legal section ? 

Mr. Meexer. I would say litigation takes the principal part of our 
time. I think legislation takes a good portion of our time. 

Mr. Tuomas. Fifty cases should not take too much time with 19 
lawyers. 

Mr. Meexer. That is just the criminal area, Mr. Chairman. AsI 
suggested earlier we are running 60 injunctive matters for which we 
have responsibility all the time, and we are running between 15 and 
30 appeals. 

Plus that we have a good bit of interpretive work and advice we 
give the Commission and other divisions of the Commission when 
requested to do so. 

We also have the responsibility for trying the Commission’s dis- 
qualification proceedings. During last year we had four of those 
proceedings, and as you can understand they are time-consuming and 
dificult proceedings to try when you are trying to disqualify a lawyer 
or accountant. 

Mr. Tuomas. I read from page 18. In 1959 the staff of the Office 
of the General Counsel completed a number of general matters which 
are time-consuming in the day-to-day operation of the office. Render- 
ing decisions involved approximately 130 interpretive problems re- 
lating to the various statutes and Commission rules; you drafted opin- 
ions incident to 11 Commission rule proposals. 

The opinion writing crowd helps there, too, does it not? 

Mr. Meexer. No, sir. 

Mr. Tuomas, Completed 72 specialized projects, including special 
reports, speeches, study, and general research. What is that? 

Mr. Meeker. We clear all speeches given by any Commission per- 
sonnel before public or civic groups, any articles written for the Law 
Reviews. Weclear those to protect the Commission. 
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Mr. Tuomas. You do that as well as 52 general counsel opinions 
staff memorandums, and litigation releases. ; 

Mr. Gapspy. Including appearances before committees of the House 
and Senate. 

Mr. Tuomas. You have one 17, one 16, three 15’s, three 14’s, two 
13’s, three 12’s, two 11’s, four 9’s, and eight 11’s. 

Mr. Gapspy. No, eleven 8’s. 


PERSONAL SERVICES DATA SHEET 


Mr. Tuomas. Insert page 19 in the record. 
(Page referred to follows :) 


Personal services data sheet—Office of General Counsel 























| 

| Program, 1960 Estim 

| ” ] 1961 ate, 1961 

Title Grade | | position | 
| Number | Annual increase | Number} Annual 
| | salary | Salary 
—| nd ore 
General Counsel : | GS-17 | 1.0) $15,870 1.0] $16,099 
Associate General Counsel | GS-16 | 1.0] 14,435 } 10} 14 685 
Assistant General Counsel | GS-15 | 3.0 | 40,122 | 3.0 40, 434 
Attorney - -- Gs-14 | 3.0 | 34,547 | 3.0| 34° 796 
Attorney __. GS-13 2.0} 19,802 | 2.0} 20.300 
Attorney... __. GS-12 | 3.0} 25,023 | | 3.0 | 26, 019 
Attorney __- : : | GS-11 | 2.0 14, 060 | 1 3.0 21, 590 
Attorney __. Bitty i | GS-9 4.0 23, 960 | e 1.0} 24 398 
Various. : ‘ ‘ : GS-8 11.0 | 56, 431 | l 12.0 61, 839 
and | 
} under 
Total permanent... 30.0 | 244,250 | 2 32.0 | 260,160 
Less: Lapee.......... roe = 1.5 10, 650 1.8} 16, 160 
Average employment and cost__ | 28. 5 233, 600 30.2 244,000 


| | 


Mr. Tuomas. We think you are doing an excellent job, Judge. 
Mr. Merxer. Thank you, sir. 
Mr. Gapssy. So do we. 


Orrice or Cuier ACCOUNTANT 


Mr. Tuomas. Let us look at Mr. Barr’s shop here and see if he is 
undermanned. 

We shall insert pages 20-and 21 in the record. 

(Pages referred to follow:) 


FUNCTIONAL STATEMENT 


The Chief Accountant serves as the Commission’s chief consulting officer on 
accounting and auditing matters. He is responsible for (1) initiating, planning, 
and directing the accounting and auditing policies of the Commission, including 
uniform systems of accounts; (2) furnishing advice, and when necessary, testi- 
mony in administrative and court proceedings involving accounting and auditing 
matters; (3) developing sound accounting, auditing and reporting practices, 
which affect the form and content of financial statements filed with the stock 
exchanges and the Commission, and (4) recommending and supervising pro 
ceedings to determine whether, pursuant to the Commission’s rules of practice, 
accountants should be denied, temporarily or permanently, the privilege of 
practicing before the Commission. 
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The office renders advice and opinions to other divisions of the Commission 
and regional offices, and representatives of registrants on accounting and audit- 
ing problems. 





Justification 
_— | 
| Personal services 
Fiscal year 
Cost Average 
employment 

—_ - —— — — — | 

— | 
a a a i a i iene aol ated deena ne uni eal | $80, 200 8.8 
SEE ob = oneracecnnanenenenspuneeneshansustenetsdeusesereuseetboasnes | DOO Ncw qucuwiwntiowes 
Is icechea puipdbesnen eresteeta ovbaiak fest nenopiorionrg canine. napa a nabiamcdmeagee seaniaaehccialaiai 80, 500 8.8 





One of the most important functions of the Office is the development of finan- 
dal reporting practices, which will enable investors and prospective investors 
to be fully informed as to the significance of the transactions and conditions re- 
fected in financial statements. In order to perform this function it is necessary 
that the staff of this Office be engaged in studies for the purpose of maintaining, 
on a current basis, appropriate accounting procedures and practices. Further- 
ance of these activities requires constant contact and cooperation between the 
staff of this Office and accountants, either individually or in committees repre- 
senting the professional accounting organizations. In aid of the dissemination 
of the Commission’s policies on accounting and auditing matters, the Chief Ac- 
countant participates in programs of National, State, and local accounting 
societies as well as in briefing conferences of other professions. 

The same number of positions are required in 1961 as in 1960. It is expected 
that the present staff can fulfill adequately the responsibilities of this Office to 
the Commission in performing numerous accounting and auditing studies, and 
in rendering continuous current service pertaining to inquiries from the inves- 
tors, other divisions and offices of the Commission, and other Federal agencies. 
The increase of $300 in 1961 over 1960 is to cover the cost of mandatory within- 
grade increases. 


Mr. Tuomas. Mr. Barr has nine people. It is the same this year 
as last year. 

The Chief Accountant serves as the Commission’s chief consulting 
officer on accounting and auditing matters. 

What about some of your workload problems, Mr. Barr? 

Mr. Barr. I am short one man right now. Part of my problem 
isto loan men to the rest of the staff to bolster up the divisions. We 
had that problem in the regional offices, the Division of Corporation 
Finance, and soon. ‘There is no question about our keeping busy. 

Mr. Tuomas. Do you work with the national associations ? 

Mr. Barr. We maintain relations with certified public accountants, 
comptrollers, professional analysts. 

Mr. Tuomas. Do you have any law which gives the Commission any 
authority to demand a certain type of general accounting ? 

Mr. Barr. We think there are provisions in all the acts which give 
us reasonable power. 

Mr. Tuomas. Authority to set up a uniform accounting system ? 

Mr. Barr. We do not prescribe uniform accounting systems except 
wider the Holding Company Act which prescribes adoption of uni- 
form systems. 


Otherwise under the other act we provide for the general type of 
statement. 
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Drvision OF CoRPORATION FINANCE 


Mr. Tuomas. Let us insert pages 24, 25, and 26. 
(The pages referred to follow :) 


Justification 





| Personal services 








Fiscal year SS ee 
Average 
employment 





reer 
$1, 388, 900 176.7 
188, 600 31.6 


WD, patience betbelecichsusiethtilkandeep te itrbinn pines | 1, 577, 500 | 208.3 











For 1961, 32 additional positions are requested for the Division. Organiza- 
tionally, these positions are distributed as follows: 

1. The addition of 7 attorneys, 7 financial analysts and 9 stenographers for 
the 12 branches of corporate analysis and examination are required commensur- 
ate with the increase of 20 percent in the number of registration statements and 
other filings to be examined. 

2. The addition of three attorneys and two stenographers are required to 
strengthen the Branch of Administrative Proceedings and Investigations. 

3. The addition of one analytical clerk, two record clerks, and one clerk typist 
for the Branch of Filings and Reports are required for the proper and prompt 
recording and routing of thousands of documents within the Division and the 
maintenance of essential records, which permit the Division’s control procedures 
to operate properly. 

The workload activity of the Division is subdivided into five major areas: (1) 
registration statements and other filings; (2) preliminary proxy statements; 
(3) annual and periodic reports; (4) administrative proceedings and investi- 
gations; and (5) administration of regulation A. The Division has no control 
over the volume of filings, preliminary proxy statements and reports submitted 
by corporations and individuals. 

Work relating to items (1) to (3) above is performed by the 12 branches of 
corporate analysis and examination; item (4) is performed by the Branch of 
Administrative Proceedings and Investigations; and item (5) is performed by 
the Branch of Small Issues. Tabulations of workload relating to these activities 
follow : 





—=—_ 
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1. Registration statements and other filings 



































1959 1960 1961 
cee ten aise emetic nlnpmthnaper ind eae epee aie 
A. Examination of registration statements: 

Pending, beginning Of. yeOr..s.6-.-i<.ccqnedeecneseeee- 145 252 275 
SG IE DUE neck vi nchtaosceneadsceaeusspesiannes 1, 226 1, 300 1, 350 
Sl <..cocmunnwasensianennes taniGhacambannneane 1, 371 1, 552 1, 625 
eR RTO... on dobicn dads inindetolned: 11,119 1,277 1, 525 
POE, CE OF FON so vcciceccticinsibsncaninaddino 252 | 275 100 
1, Number of calendar days elapsed from date of filing 

to effective date of the medium (average) registra- 

See SUE Ridciiebaddaoncnatkenscucangeamameie 28 35 35 
Number of Percent of 
statements total 

2. Age of pending registration statements as of 10/31/59: 
Period filed: 
Pie £0 Bat: hi BOD os cavictoriciiinniticddceiciasstsecinds | 87 32 
Daring September 1980..............----....-...-..-...... 66 25 
a) ee ee ee 114 43 
Hae ira inde readin tl mmaetimCcniaiuainéamed 267 100 
3. Number of calendar days elapsed from date of filing to effective date at 
of registration statement, July 1 to Oct. 31, 1959: 
Time elapsed: | 
a ala ares setegheidlect tos chioneecaen dvaiert af cniinithe stn ai Seticin 72 | 15 
RI II acc Salat aie epnidhindin a ds sack Bd Roeder eescostetaonsdsibedataasis 34 7 
Be I an i kc chad bdo aciae nea aie on aceione 68 15 
Be I oc Sere thetnsrcsataneoied cialis tees et RS eee oe 79 | 17 
SR Tn, Riess kind a recneng augmamedeianee | 33 | Tonle 
URMReNG Sa ae ee ee 46 19 /85\78 
iD IS clentee wts ietnindons ss ao aiietee puctiadindpeae somnitesestan tiation 28 | 6 
Tee ee eT eae 21 | 4 
Se a a PSE ey eee ee 12 3 
SN 35 OED a aeaaaeauminesaemmmien 75 | 16 
a 468 100 
| 1959 1960 1961 
Bcc Jaden | ; acaba : <nseilinans 
B. Examination of other filings and applications_...........-- 75 555 630 
, Puliic and interpretive letters................<-<e<enn-e-- 2, 490 | 2, 550 | 2, 600 
crc ales is wikia cnevtnei io eemaianaiimmioenmeiiiamaeennaie 93.6 | 97.1 113, 4 





1 Includes 1,074 statements which became effective, 41 withdrawn and 4 prevented from becoming effective 
by issuance of stop orders. 


The examining staff must examine each registration statement in order to 
determine whether the registration statement and prospectus contain the infor- 
mation required by the act and meet the standards of disclosure of the Securities 
Act and the Commission’s rules and regulations. This is accomplished as a 
matter of practice before the registration statement becomes effective in order 
that the Comission may properly exercise its functions in enforcing the law. 

Under the statute, a registration statement becomes effective at the expiration 
of 20 days after filing unless the issuer files an amendment, which has the effect 
of starting a new 20-day period. The Commission traditionally has endeavored 
to complete its review and analysis in sufficient time to permit a well prepared 
statement to become effective within or at the end of the first 20-day period if 
the issuer and the underwriters so desire. During recent month, it has been im- 
possible to complete the initial examination of registration statements in many 
instances within 5 to 7 weeks after filing. The aforementioned tabulations dem- 
onstrate quite vividly the inability of the staff of the Division to cope with the 
influx of uncontrollable actual workload in 1959 and estimated for 1960. 

Although it is the objective of the Commission to clear a registration state- 
ment as quickly as possible, it is doubtful whether the existing time element of 
35 days will be reduced since the additional manpower is required to meet the 
increase in workload. This situation is prejudicial to underwriters and issuers 
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in the marketing of securities and in some instances, 
holders of the companies. 


to the public security 


Mr. Tuomas, It seems we heard some argument this morning that 
you might need these people, Judge. Is that true? 

Mr. Woonsmne. Yes , Sir. 

Mr. Jonas. Apropos of the question asked by the chairman, if you 
need this many people in your Bureau why did you not take more than 
three last year from the increase we gave you / 

Mr. Woopsipe. Let me check that. 

Mr. Jonas. You went up from 112 to 115. 

Mr. Woopsipe. An increase from 182 to 190 positions was au- 
thorized. 

Mr. Jonas. That is eight, then. 

Mr. Tuomas. I believe the general statement covered administra- 
tion of Regulation A pretty “effec tively this morning. That 
covered in our discussion. 

The same thing is true with reference to proxy statements. 


was 


ANNUAL AND PERIODIC REPORTS WORKLOAD 


We shall insert into the record at this point page 29 of the justi- 


fications on annual reports, as well as the breakdown which appears 
on page 55. 


(The pages referred to follow: 


Annual and periodic reports 


1959 1960 1961 
A. Examination of annual reports (form 10-K 
Pending beginning of year............-.--- as 4, 20 075 7.700 
I NI nt ecetibals 3, 343 Ty 3 HON 
Subtotal_ MS peta andkadddhdibewkak 7, 549 8, 575 11, 300 
Examined during year. y sc enaetnnt 2, 474 875 5 300 
Pending end of year._.__-- a 5, O75 7, 7H 6.000 
B. Examination of semiannual reports (form 9-Kk 
Pending beginning of vear_- 265 405 AO 
Filed during period ; 2, 533 » 700 2 800 
Subtotal. a ; ' , 2, 798 i, 3, 400 
Examined during year 2, 343 2, 5 2, 800 
Pending end of year_...- ecole haan ds ooska 405 600 600 
©. Examination of current reports (form 8-K 
Pending beginning of year.___......-.---- éteodbase 1, 362 1, 674 3, 300 
IN I i er ntimnmeiliceied $ ii 5, 218 5, 500 5, 700 
Subtotal . =P 3L 6, 580 7, 174 9, 000 
Examined during year oe i , 906 3, 874 7, 
Examined during year-... dicts 4, 90 3 { 000 
Pending end of year aoe Ret 1,674 3, 300 2, 000 
D. Examination of other annual and periodic reports F 
Pending beginning of year_.......-.-- j naling 2, 649 3, 20 4, 800 
Filed during year ec ains 43, 528 45, 58 46, $20 
Subtotal... . . oad Ae t 46,177 18, 787 51, 620 
Examined during year-_.....--- h S $2, 970 43, 987 48, 000 
Pending end of year a | 3, 207 4, 800 3, 420 
Man-years expended____- wonle cated ‘ ed hoeath del 25. 0 23.3 2 
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Summary of man-year increase, 1961 over 1960 





















Activity 1960 1961 | Increase, 1961 
| over 1960 
Registration statements and other filings__.._.........-..--,-- | 97.1 113.4 16.3 
Preliminary proxy statements -_---.....-.-~- én dS 26. 2 28. 3 2.1 
Annual and periodic reports_--.........:..-- _ 23,3 | 28. 5 | 5.2 
Administrative proceedings and investigations._............-- } 16. 5 | 24.5 | 8.0 
Administrative of Regulation A__ .......---..---..----...--.. 13.6 13.6 |+--+---------- 
MOO bbl 45h 63562 Nt ash. } 176.7 208. 3 31.6 
! 





Mr. Tuomas. You state that average employment for registration 
statements and other filings go from 97.1 m 1960 to 113.4 in 1961; 
preliminary sate statements go from 26.2 in 1960 to 28.3 in 1961; 
annual and periodic reports go from 23.3 to 28.5; administrative pro- 
ceedings and investigations go from 16.5 to 24.5; and administration 
of regulation A goes from 13.6 to 13.6—it stays the same. 


However, there is shown an increase of about 37 jobs in 1961 over 
1960. 


Mr. Woopsipe. Thirty-two. 

Mr. THomas. How many ? 

Mr. Woopsipg. Thirty-two. 

Mr. Tuomas. You had it listed at 31.6. You will settle for 32? 

Mr. Woopstpe. Yes, sir. 

Mr. Tuomas. I never did understand about these points, however. 

There is one thing about it: Mr. Woodside, in case the trading 
public gets tired of trading and thinks prices are too high and is 
going to wait for them to come down, you will not be so busy ; will you! 

Mr. Woopsiwe. On the contrary. There were times in the past when 
prices went down when we were very busy. 

Mr. Toomas. Why! Ithought this was a “good times” agency, and 
inhard times everything was quiet. 

You might have a few “boilerroom” boys working on the side, 
but this is primarily a “good times” agency. When people have 
money they will buy stocks and bonds and there will be somebody to 
sell to them. 

So, you are a “good times” agency. Is that right? 

Mr. Woopsinz. No. First, we do not seem to participate in the good 
times. 

Mr. THomas. Why all this talk we have been listening to? Every 
other line says everybody is making money and their volume is rising, 
rising, rising. 

Mr. Woopsmwe. What happens is that when prices decline or activity 
falls off in the market, our work changes quite substantially. 

Mr. Tomas. What. is the nature of the changes? You mean the 
regional offices have more to do? 

Mr. Woopsipr. Frequently they do. Another thing is that we 
usually have an increased number of proxy fights, which is a pretty 
troublesome area. Also, you will find that companies will shift from 
selling securities for new capital to reorganization types of financing, 


which as far as we are concerned is sometimes more difficult than new 
cash financing. 
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Mr. Tuomas. But, you do not have new filings. You are devoting 
114 people to new filings. That is going to fall off; is it not? 

Mr. Woopsinz. It has not fallen off in the last 5 years. 

Mr. Tuomas. The chairman is positive that there is not going to be 
any diminution in this work. If I have been reading the papers 
correctly in the last 2 or 3 weeks, everybody is getting hesitant about 
the price of these stocks and bonds. 

Mr. Woopsiwe. We have the biggest backlog of 1933 act financing 
in the shop that we have ever had, and somewhere between 230 and 
240 pending registration statements. 

Mr. Tuomas. In other words, you are still in business ? 

Mr. Woopsinz. Yes, sir. 


Division oF TRADING AND EXCHANGES 


Mr. Tuomas. At this point in the record we shall insert pages 35 
and 36 of the justifications, which have to do with the Division of 
Trading and Exchanges. 

(The pages referred to follow :) 


FUNCTIONAL STATEMENT 


The Division of Trading and Exchanges is responsible for (1) administering 
the provisions of the Securities Exchange Act of 1934 and the Investment Ad- 
visers Act of 1940 pertaining to the detection and prevention of illegal or fraudu- 
lent practices in the marketing and trading of securities both on the exchanges 
and in the over-the-counter markets; (2) the registration and regulation of 
national securities exchanges, national securities associations of brokers and 
dealers, brokers and dealers, and investment advisers; (3) the compilation and 
analysis of financial statistics; and (4) the coordination and supervision of 
the investigative and other enforcement activities of the regional offices, 

The Division consists of the Office of the Director and two branches: the 
Branch of Enforcement and the Branch of Exchange Regulation and Economic 
Research. 














Justification 
| Personal services 
Fiscal year ro a 
Cost Average 
employment 
fe oh od, ot heheh R ade Gbdrceusicicanuecesiesdinéeechecbewe . $755, 800 110,2 
SN ice cin cnuhcdh RASCaiandieibitinmbanéndrsonenecuiaasneconencesie 37, 600 6.0 
oink Se antes CebtnandibsGiacdh wanddndpenecdnehebwbssacwouss 793, 400 116,2 


For 1961, six additional positions are requested for the increased workload 
of the Division. The additional positions are distributed as follows: 

(a) The addition of four positions (one attorney, one stenographer, and two 
clerks) in the Branch of Enforcement are required commensurate with the esti- 
mated workload increases in the following areas: (1) a 13-percent increase 
in closing investigations; (2) a 30-percent increase in closing administrative 
hearings to deny or revoke registrations of brokers and dealers; and (3) a 10- 
percent increase in processing applications and amendments for registration of 
brokers, dealers, and investment advisers. 

(b) The addition of two positions (financial analyst and clerk) in the Branch 
of Exchange Regulation and Economic Research is required for increased pro- 
tection against manipulation of the prices of securities on the exchanges and 
over the counter. 
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The Branch of Enforcement is responsible for the coordination and supervi- 
sion of the enforcement activities of the regional offices and for the registration 
and regulation of brokers and dealers and investment advisers. The Branch 
of Exchange Regulation and Economic Research is responsible for the remaining 





activities of the Division. 


Mr. Tuomas. Mr. Loomis wants to go from 110 to 116 positions 


in average employment. 


INVESTIGATIONS RELATING TO POSSIBLE ADMINISTRATIVE, CIVIL, AND 
CRIMINAL PROCEEDINGS 


Also, we shall insert into the record at this point the workload in- 


formation which appears on pages 37, 39, 40 and 41. 


(The pages referred to follow :) 


Investigations relating to possible administrative, civil, and criminal proceedings 




















1959 1960 1961 
4. Investigations relating to possible administrative, civil, 
and criminal proceedings: 
Pending, beginning of period......................___- 937 977 990 
GONG GUE ONIOE . Satiiintinicncnansssacannsenstcane 523 525 540 
SR aa kT 1, 460 1, 502 1, 530 
RIT Se ae 483 512 580 
I ne On 977 990 950 
B. Complaint letters and correspondence to the public........ 3, 105 3, 200 — rr 300 
¢, Securities violations files: 
Communications received and pe ney rere 3, 730 4, 000 4, 400 
Additional items of information added to files. ..._.__- 9, 576 10, 200 12, 000 
Number of persons for whom data is on file.....______- 69, 013 72, 500 75, 000 
nn anmeaeeewns 7 20 20 
I 28.5 29. 2 31.2 
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Registration ‘and regulation \of broker-dealers and investment advisers 








A. Number of broker-dealers registered 


B. Applications for broker-dealer registration: 
Pending beginning of period 
Received during period 


il aacaneinnnniieent 


©. Amendments to registration of broker-dealers: 
Pending beginning of period 
Received during period 


eae acerca initiate ininem halides 
Processed during period 


Pending end of period 


. Number of investment advisers registered...............-- 
. Applications for registration of investment advisers: 

Pending beginning of period - _..........-..-.--.-..--- 

Se Se cn eeeeseubeeasetesencccens 

ae ceukoon 

POOUIINE CE MONO noes cancdebee cans cancesess 


ee OF BI erenimncabisatincecnocssasuce 


Amendments to registration of investment advisers: 
Pending beginning of period 
Received during period 


G. Administrative proceedings to deny or revoke registra- 


tions of brokers and dealers or to expel from NASD: 
Pending beginning of period 
Cases opened during period 


Subtotal_-_.___- 


Closed during period is eel eta aba o ed | 


Pending at end of period..............-... caneieaiat ol 


H. Review of broker-dealer inspection reports: 
Inspections pending review in home office at beginning 
a uesenabae 


Reports received from regional offices during period - -- 


Ps Siteeheneecemsncgets kta cedeenianncenecus 


Reviews completed during period 


Pending review in home office at end of period 


Man-years expended 






























































} isitracn fears 
1959 1960 1961 
j —— 
ieee hits | 5, 300 
=F = —F— 
| j 
60 87 23 
944 | 1, 150 3 
| 1,004 1, 237 1, 587 
917 1, 000 1, 287 
} a 
87 237 300 
— =— = —!] = —_—_—$—$ 
244 120 320 
| 
2, 573 8, 000 3, 400 
2,817 3, 120 3, 720 
2, 697 2, 800 3, 020 
———} 
120 320 700 
F 1, 671 4,701 «1,900 
22 30 | 80 
278 350 | 450 
300 380 530 
270 300 | 400 
30 80 130 
231 ae 
730 930 1, 125 
961 | 946 | 1, 125 
945 | 946 | 1, 000 
Oe tetecr aca 125 
——_—————— — - 
j 
50 99 134 
111 115 115 
161 | 214 | 249 
62 80 | 104 
99 134 145 
Esau 52 ies 
1, 471 1, 525 1, 525 
1, 471 1, 577 | 1, 525 
1,419 | 1, 577 | 1, 525 
RE eee 
WO Do nncctcunncsoclinecueae 
} ——— — —_—<—— 2 —— ——<———— 
28.1 28.1 | 1 
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Regulation of exchanges 





1959 190 | 1961 
LLL PST TS. ee Te | eT as — "TTY “ee 


4. Exchange regulation activities: 

ii Review of proposed changes in the rules and regula- 
tions of exchanges pvenest eds hee ako) 93 95 100 

Investigations, analyses, and reports to the Commis- | 

sion of exchange practices and operations including 





Rela mepegeons : oa. shh j ss shite - 52 16 25 25 
Amendments, notifications, and circulars of exchanges 
ioe a ines wert atine a ciaipaieee aso ere 1, 806 1, 850 1, 850 
Applications for unlisted trading privileges (number 
ss a2 en iendinken ar mbiiked sitebe dApminieagnibieiees 69 60 60 
Applications for termination of registrations (delist- 
ings) ....------ ah itintintinn Diah dhaiie vcteiueniii tinned 41 35 35 
Substantial equivalence cases................-.......-- 5 1 1 
Inquiries from the public..............-.-....- cleats 913 950 1, 000 
B, Stock market statistics: 
Monthly statistical bulletins. --_.-..._- cide clea chal | 12 12 12 
Weekly releases of stock market statistics... ........_- 52 52 52 
Reports on floor trading on New York exchanges... _ -- 34, 296 37, 500 37, 500 
Exchange reports on other trading activities including 
odd-lot and round-lot trading, block purchases and 
sales and monthly summaries of volume------------- 1, 140 1, 150 1,150 
Inquiries for statistical data. -.............-- eae 234 250 250 
Calculations on broker-dealer inspectors’ worksheets - - 8, 082 9, 000 9, 000 
SS PO geevndcntebtbiihae~acedbicahosernerkrren 7.2 7.2 7.2 





DAILY TRADING VOLUME ON THE NEW YORK STOCK EXCHANGE 


Mr. Tuomas. On page 41 you state as follows: 


A recent study by an engineering firm employed by the New York Stock Ex- 
change concludes that average daily volume on that exchange may exceed 4 to 5 
million shares during the next several years. 


You are not talking about as of today, because it is less than 3 
million shares? 

Mr. Loomis. The average volume in 1959 was 3.2 million. This 
was a study to determine how much fixed investment they should 
make over the next few years. 

Mr. Tuomas. I am just wondering if we should base this budget 
on this statement ? 

Mr. Loomis. No; I do not think so. 

Mr. Tomas. There was no connection between this budget and 
this statement ? 

Mr. Loomis. No; it is just an interesting idea of what may happen 
in the future. 

Mr. Tuomas. Suppose this statement does not pan out to be true, 
and people stop trading somuch? Then what? 

Mr. Loomis. I do not think it would make much difference in our 
work. We do not have a very great number of people in exchange 
regulation work. 

Mr. Tuomas. You certainly will not have to go in there and get 
them to knock those fees down again because if business is bad, they 
are not going to run the price of the fees up. 

Mr. Loomis. What they usually do is every time business gets bad 
they raise the fees to try and break even again. 

Mr. Tuomas. When business gets up to 4 and 5 million shares a 
day, they raise them because the volume is good, and when the volume 
falls off, they raise them because the volume goes down ? 


51632—-60 22 
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Mr. Loomis. Certainly, the latter they do. Every time the volume 
goes down they find they are not making as much money as they were 
and, so they try to raise the fees. 

Mr. Tuomas. You are in a bad position anyway you go. 


MANAGEMENT SURVEY 


Is the Bureau of the Budget going to give you some of their funds 
to make a reorganization study for you? 

Mr. Gapssy. Yes, sir. 

Mr. Tuomas. How much are they allocating ? 

Mr. Donary. The contract has not been awarded, but it will be with 
an outside contractor. 

Mr. Tuomas. How much will it be? Do you know? 

Mr. Donaty. I do not know. My own personal opinion is that it 
will run around $60,000. It might be $15,000 more than that. I do 
not know. 

Mr. THomas. Will you please tell the Bureau of the Budget that we 
will help you with that reorganization for a whole lot less than that, 
We will save money. 

Whom do they plan to do this work? Is that Booz, Allen, & 
Hamilton ? 

Mr. Donatry. They have not made the award yet, sir. 

Mr. Tuomas. They have had quite a bit of experience all through 
the Government. 

What did you say about saving money, Mr. Commissioner ? 

Mr. Gapspy. The way you would save it would not be exactly the 
way to accomplish our work. 

Mr. Tuomas. It would all add up to the same thing. 

Mr. Gapssy. Iam afraid I could not agree with you. 


MARKET SURVEILLANCE AND STABILIZATION 


Mr. Tuomas. The next activity is “Market surveillance and stabili- 
zation,” and at this point in the record we shall insert page 43 of the 
justifications. 

(The page referred to follows :) 
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Market surveillance and stabilization 


ee eee eee eee 


1959 1960 1961 
——_ iach enaehericeemneenl 
4, Stabilizing activities: 

*"~ Plans for stabilizing securities offerings examined-.-..- 611 650 660 
Dollar value of offerings stabilized (millioms)-_.......-- $900 $950 $980 
Saceritins ingues etabileed.. . . . 2. ween ldecdoee 133 140 150 
Stabilizing reports processed..........:................ 4, 461 4, 800 4, 900 
Deficiency letters and other correspondence with 

UII aie is Se tee ek es 815 875 900 
B, Surveillance activities: 
Registered offerings (prospectuses, underwriting agree- 
ments and offering plans and their amendments 
examined for proper pricing, for evidence of im- 
proper marketing practices, and for disclosure of per- 
mitted practices)!____- Sr Se Ma es ee tl 918 975 1,015 
Filings under regulation A checked for proper pricing_- 854 950 995 
Other exempt offerings priced... -.............-...---- 274 290 300 
Securities watched for manipulative activities. ......_- 1, 704 1, 925 7, 500 
Trading reports, field investigations reviewed--------- 57 80 100 
Quotation sheets received -__-._- aR eR a 1, 545 1, 550 1, 550 
Market reports prepared for Commission use_-.-_-..-.-- 526 525 525 
Securities quotations provided to staff_..............-- 3, 793 4, 000 4, 000 
Letters of complaint or inquiry..............-.-.-.-.-- 126 140 140 
Man-years expended_._........... Bénsxvabdidty AiR cceaete aaa 8.8 8.8 10.8 





| Filings less mutual funds, employees option plans, American Depositary Receipts, etc., which do not 
require surveillance by this branch. 


COMPILATION AND PUBLICATION OF STATISTICS 


Mr. Tuomas. Mr. Windels spoke of that this morning. Here it is 
running over very unceremoniously and in small type. 

This work is entitled to big type. In your statistical publications 
you have less than 10 lines. 

Mr. Gapssy. It continues on later in the justifications. 

Mr. Tuomas. You state— 
it is estimated that 32 man-years will be utilized in 1960 and 1961 as compared 
to 31.2 man-years in 1959. 

I note you want 32 in fiscal year 1961. 

The work is divided into two broad groups. The first provides the 
Commission with statistical information needed in the administra- 
tion of the securities acts. The second furnishes financial data to 
other Government agencies—as a part of the overall Government 
statistical program—and to the Commission. 

Mr. Gapssy. And, it runs on for the next four pages. 

Mr. Tuomas. The Bureau of the Budget directs what studies you 
make, and which ones you do not make, and they base their opinion 
upon the opinion of the Statistical Board ; is that correct? 

Mr. GApssy. I believe that is true. 

Mr. Tuomas. I have not heard as yet how many copies of each of 
these publications you print, as well as the total cost. It shows up 
over here in your printing and binding and that is about all, under 
“Other objects.” 

“Printing and reproduction” goes from $36,500 to $46,500, an in- 
crease of $10,000. 

How much of that is for your statistical work ? 


Mr. Donary. Actually, out of that for printing is approximately 
$2,300. 
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COST OF STATISTICAL PROGRAMS 


May I give you a copy of the statement which we have given yoy 
in the past on our statistical programs ? , 

Mr. Tuomas. Surely. 

We shall insert it in the record at this point. 

(The information referred to follows :) 


Statement of cost relating to statistical programs, Section of Economic Research for 
fiscal years 1959 to 1961, inclusive ; 


i 




















| LL 
| Actual, 1959 Estimate, 1960 | Estimate, 1961 
Project Ly QMO Meee ny Pa PSEe eT) PETES ee) ee Te 
Man- Cost | Man- | Cost Man- | Cost 
years | years | years | j 
| | 
CE ee eee a —— ae = — a rl ae ce ee —- 
Securities and Exchange Commission sta- | | 
tistics: 
1. Registration and regulation A, in- | | | 
cludes cost of flotation..........__| 5.7 | $31,543 6.4 | $35,000 6.4] $35,000 
2. Securities offerings and retirements.| 5.4 31, 205 | 5.4 31, 200 | 5.4 | 31, 200 
3. Special studies and miscellaneous _ - | 2.3] 16,550 | 73 16, 500 | 2.3 16, 500 
|——_—_—_—_|— —|——_———_—__|—————_ 
Subtotal, Securities and Ex- | | 
change Commission..-......-.- 13. 4 79, 298 14.1 82, 700 14.1 | 82, 700 
Government statistical program: és 
1. Quarterly financial reports--._.-._-| 7.1 42, 190 7.0 41, 400 7.0 41, 400 
2. Plant and equipment expenditures 
and business budgets-........-- -| 3.7} 22,016 | 4.1 24, 300 4.1 24, 300 
3. Corporate working capital___. 1.7 9, 346 1.6 8, 700 1.6 | 8, 700 
et a 2 i garcanee 2.3 15, 932 2.4 | 16, 500 2.4 | 16, 500 
5; Peers 00s) 2... es -- 1.3 | 9, 164 1.3 9, 200 1.3 9, 200 
6. Industry classification............--} 7) 4, 830 5 3, 400 | 5] 3, 400 
Subtotal, Government statistics-_| . 16.8 | 103, 478 16.9 103, 500 16.9 | 103, 500 
Subtotal, Government and Secu- | ar 
rities Commission... -___- ak 30.2 | 182,776 31.0 186, 200 31.0) 186,200 
Office of the Director, Division of Trading 
and Exchanges, pro rata share -______- ; 1.0} 9, 181 1.0 | 9, 200 1.0 | 9, 200 
Subtotal personal services - . ---_--- 31.2 | 191,957 | 32.0 | 195, 400 32.0 | 195,400 
Other: e 
ERs honk cake saat ew acawentcie ue 302 ; | 400 |... 400 
Trapsportation .......4...-..«..-... lqnceodues LQ = 400 }.-... ie 400 
Ce stpecccecwas | : 5, 837 6, 100 6, 100 
Rents and utility services............. Sade aks 5, 422 |_..... 5,500 |.......- 5, 500 
Printing and reproduction..-......-.- sashes SI Recutells inne 2, 300 coin 2, 300 
Other contractual services bb kiene | 1, 433 |.-.-- 1, 700 1,700 
IN danas nian dabiadendbnncbenaen yee eee ee 3, 530 eck 3, 600 |... 5 3, 600 
cnc sili rae 2,179 |-- 2, 200 . } 2,200 
Retirement contributions.............}--.---....] 10, 538 |_. 12, 600 |..-- ‘ 12, 600 
Se a —a Raines 300 |..--- sd 300 
OMB lide ssc ceedleseJ. ba bbl whe 486 |_- ‘ 500 cae 500 
i. rime nieecie Dictate | ee lia “ “ las Paes ak 
Subtotal other ‘costs. ........- ine | OOS Tencchelcact WWE Tenn coe 35, 600 
Grand total_...._..- scrips aah acouaosoasenls ointagetiateedi a ey eee | 231,000 


STATISTICAL PUBLICATIONS 


Mr. Tuomas. How many different publications do you print, and 
how many copies of each are made ¢ 

Mr. Donary. Well, as far as the Statistical Bulletin is concerned, 
we have prepared 600 copies of that, and it cost us $79 per month. 

Mr. Tuomas. How much? 
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Mr. Donaty. $79 per month, and that is printed by the Government 
Printing Office. Incidentally, the Superintendent of Documents sells 
about 1,000 copies of the Monthly Statistical Bulletin. 

Then, under this “Statistical program” we also have the Quarterly 
Financial Report, of which approximately 600 copies are made at 
about $47 per quarter, and the Government Printing Office sells about 
4,000 a of that one report. i 

Mr. Tuomas. May I interrupt you? I want to ask the chairman 
this: We have been looking for one division in this good agency which 
does not have a backlog. Have we found it here? 

Mr. Gapssy. I think the Statistical Branch is up to date. 

Mr. Tuomas. Yet, they have only how many men? 

Mr. Loomis. In numbers, there are 31 men in the Statistical Branch. 

Mr. Tuomas. What is this figure of 48 ? 

Mr. Loomis. That is the entire Division. 

Mr. THomas. You have only 32? 

Mr. Loomis. Yes, sir. 

Mr. Tuomas. You want that number increased or do you want to 
let that remain stationary ? 

Mr. Loomis. Yes, sir. 

Mr. Tuomas. You say this branch is current now ? 

Mr. Gapssy. I believe it is. 

Mr. Tuomas. And there are no complaints ? 

Mr. Gapssy. Am I correct in that statement ? 

Mr. Loomis. You are talking about the whole Division ? 

Mr. Gapssy. No; the Statistical Branch. 

Mr. Loomis. The Statistical Branch is current in their work, al- 
though the Office of Statistical Standards in the Bureau of the Budget 
has made a study of a couple of their programs and have suggested 
that we do certain additional things and make certain additional 
checks to make sure that we are accurate, and we would like to do it. 

Mr. ‘THomas. Who makes up that board ? 

Mr. Loomis. The Office of Statistical Standards is one of the units 
within the Bureau of the Budget. 

Mr. Tuomas. I thought you had someone from the Department of 
Commerce, someone from your organization, and someone from the 
Bureau of Labor Statistics on that Board ? 

Mr. Loomis. There are interagency committees which work under 
the Office of Statistical Standards in the Bureau of the Budget, which 
is set up to centralize control of Government statistics, 

Mr. Tomas. Will you please give us a list of the different publica- 
tions and the numbers printed each year? Furnish that in detail, and 
for the record at this point. 
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(Information is as follows :) 


List of releases and periodicals developed under the statistical program 





i's “wen 

Title Issued | Number of 
| Copies printed 
es | $$, 
SSE, SND Pi nxsicconcacnasatbeccunitnantocsuascananquaidesers | Quarterly... 23. 300 
2. Plant and equipment expenditures !__-_.-- a a eh ee icone setaemnas 23. 600 
3. Working capital of eprporations !....................-..-....-.-...-- Ji node aadede 23 409 
I I I shies do dapend cebenmeeesasice bod cnet 4709 
ra een I snes enecacnnahgineree= Shige satal 23.709 
ieee NS RNIN DINO nin ics bro Sidi cide he eh datas bp Wow biwekeereocwuss |} Annually. 23 900 
7. Statistical bulletin; effective registrations, retirement of securities 5 ees Monthly. 4709 
——nnealeneere sce: 


1 Information is included in the Statistical Bulletin (item 7 above). 

2 Approximately 600 copies distributed internally and to the press; between 2,100 and 2,600 distributed to 
educational institutions, libraries, members of the financial community, and to law, accounting and research 
ae the balance is stocked for individual nonrecurring requests. These releases are duplicated by the 

3 Primarily for internal distribution and to the press. 

4 Approximately 8,500 copies sold by the GPO. 

5 Approximately 1,000 copies sold by the GPO. 


Mr. Donary. I think Mr. Loomis should pick up the rest of that 
statistical program. 

Mr. Tromas. You set out four or five in your justifications, but 
you do not give the number of copies. 

Can you ‘detail them all, Mr. Loomis, for 1960, and what you intend 
to do for 1961, 7 well as the quantity of each ? 

Mr. Loomis. I do not have the number of copies that we send out. 
I think in most of them that it averages about 500 or 600 and then 
additional copies are sold by the Government Printing Office. 

Mr. Tuomas. This unit cost about $224,303 in 19% 59, $231,000 in 
1960, and you expect it to cost $231,000 in 1961. That is salaries and 
expenses. This does not include your printing bill and other objects; 
does it ? 

Mr. Donarty. Yes, sir; it does. 

Mr. Loomis. You will see printing and reproduction running at 
$2,300. 

Mr. Tuomas. This includes everything—other objects and every- 
thing ? 

Mr. Donaty. Yes, sir. 

Mr. Tuomas. Do you know how many volumes or copies you print 
and what the cost is to print them and what the Government Printing 
Office receives for that work? 

Mr. Loomis. I know we spend this $2,300. How many more are 

rinted by the Government Printing Office of each one I do not know. 
Rakion Mr. Donaty does. 

Mr. Donaty. I know on these statistical bulletins—— 

Mr. Tuomas. How many publications do you plan to print? Will 
it be one, five, or seven ? 

Mr. Loomis. Five. 

Mr. Tuomas. The same number as for 1961? 

Mr. Loomis. Yes, sir; we are not changing the number. 


Mr. Tuomas. And of the 5 you printed, there were 2,300 dif- 


ferent copies? 
Mr. Loomis. No; we spent $2,300 printing them. 
Mr. Tuomas. How many copies did you print? 
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Mr. Loomis. Well, I think that each of these comes out together, 
and each time we print about 500 copies. 

Mr. Tuomas. 500 copies for your 5 different publications? 

Mr. Loomis. Yes, sir. 

Mr. Tuomas. Are they printed quarterly ? 

Mr. Loomis. Yes, sir. 

Mr. Tuomas. Would you say 2,000 would cover it? 

Mr. Loomis. Yes, sir. 

Mr. Tuomas. Are those for the use of the Commission alone? 

Mr. Loomis. No; some of them are distributed to other agencies 
of the Government, newspapermen, and so on. 

Mr. Tuomas. Do you know for what price they sell? Can you 
detail what they sell for? 

Mr. Loomis. I am afraid I do not know at this time. Some of 
them do not sell for very much, because they are only 1 or 2 pages, 
but others are quite elaborate. 

Mr. Tuomas. They have a lot of good stuff in those short ones, 
though ; do they not ¢ 

Mr. Loomis. Yes; the “Plant and Equipment Survey,” which is 
only two pages, is always watched with interest. 

Mr. Tuomas. That 1s one of your most popular ones; is it not? 

Mr. Donary. Yes, sir; the copies of the financial reports are avail- 
able at the GPO at a cost of $1 per year. 

Mr. Tuomas. $1 per year, and that is quarterly. That is 25 cents 
per copy ¢ 

Mr. Donary. Yes, sir. 

Mr. Tuomas. What does it cost to print it? If you are going to 
print anything for 25 cents, I do not know what it is. 

Mr. Donaty. We pay $47. 

Mr. Tuomas. Does that cover the whole cost ? 

Mr. Donaty. Yes, sir; per issue. 

Mr. Gapssy. That is per issue; is it not? 

Mr. Donary. Yes; $47 per quarter. 

Mr. Loomis. I do not know how much it may cost the Government 
Printing Office to print the ones they sell. 

Mr. Donary. Let me say this: On these bulletins the makeup charge 
isabsorbed by the agency. 

Mr. Tuomas. In “Salaries and expenses” ? 

Mr. Donary. That is the most expensive part, and then they print 
600 copies for us. With the same masters on their drums they run 
off more copies for which they get $1 per year. 

Mr. Tuomas. It is supposed to be a break-even cost arrangement, 
as well as I remember. However, I am not certain about it. Does 
anyone remember ? 

Mr. Donaty. At the Government Printing Office? Generally, it is 
a self-sustaining operation. They are on a revolving fund. 

Mr. Tuomas. On a break-even basis? 

Mr. Donaty. Yes, sir. 


PRINTING OF DECISIONS AND REPORTS OF THE COMMISSION 


Mr. Tuomas. Are you going to spend some money for printing some 
of the decisions of the Commission this year? 
Mr. Donary. Yes, sir. 
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Mr, Tuomas. Did I not see that in the justifications somewhere? 
Mr. Donary. Yes, sir. : 
Mr. Tuomas. Where is that in your justifications ? 

Mr. Donarty. Page 94; for volume 39 we are requesting fundg in 
the amount of $9,000. 

Mr. Tuomas. That is under “Other obligations” ? 

Mr. Donaty. Yes, sir. . 

Mr. Tuomas. Why is not that put here as a matter of makeup in 
your budget ? 

Mr. ScHEINDENHELM. That is the Statistical Section. The Divi- 
sion of Trading and Exchanges is what we have been discussing. The 
other matters are in the other expense classification. 

Mr. Tuomas. It has no connection with the Division of Trading and 
Exchanges; is that right ? 

Mr, ScHEINDENHELM. That is correct. 

Mr. Tuomas. Those are the reports of the Commission ? 

Mr. ScHEINDENHELM. Yes. 


Drviston oF CoRPORATE REGULATION 


Mr. Tuomas. We shall insert into the record at this point pages 
50, 51, 54, and 57 of the justifications. 
(The pages referred to follow :) 


FUNCTIONAL STATEMENT 


The Division of Corporate Regulation assists the Commission in administering 
the Public Utility Holding Company Act of 1935 and the regulatory provisions 
of the Investment Company Act of 1940. It also performs the Commission's 
functions under chapter XI and as adviser to the courts under chapter X of the 
National Bankruptcy Act. 

The Division consists of the Office of the Director, the Office of Chief Counsel, 
two Branches of Investment Company Regulation, the Office of the Chief 
Financial Analyst, the Office of Research and Service Company Regulation, 
and the Branch of Public Utility Regulation. 


Justification 
Personal services 
Fiseal year 2 =a 
Cost A verage 
employment 
1960 ae et ee — = S488. 700 59.8 
I a a 7 G00 4.0 


1961 


For 1961, four additional positions are requested for the following areas: 

1. The addition of two positions (financial analyst and stenographer) in the 
branch of investment company regulations is required to provide for the esti- 
mated increase of 10 percent in workload relating to the regulatory functions 
of the 1940 act. 

2. The addition of two positions (attorney and stenographer) in the Office of 
the Chief Counsel is required commensurate with the increased workload under 
chapters X and XT of the National Bankruptcy Act. 

The workload activity of the Division is subdivided into five major activities: 
(1) regulation of investment companies; (2) investment company inspections; 
(3) reorganization proceedings; (4) regulation of public utilities: and (5) reg- 
ulation of service companies. 
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Regulation of investment companies 
re? 
Actual, 1959 Estimated, | Estimated, 
1960 1961 
: Item a on 
> in a | 
Regular| SBA | Regular} SBA | Regular| SBA 
—|—- ——-. — | 
Registration NO WI 5 os ancl taaecentccn cae erates 62 80 50 
Applications reviewed for exemption of transactions with | 
° iates, status matters, and other proposals of investment | 
companies; 
Pending beginning of period_.___..--..---.--.....--.-.- 44 fh ee 
+s Ca a cecrnacnct i caicnabhidcictsaetnss seeutan som toicts ies Macegiawaaanichatistee 100 135 | 45 
iv1- . a at o 
Th Gabtotal.... 2. sciwecbsnbt asics Os teeebiiad 144 182 | 45 
8 Applications reviewed. -...----...--- Sane eecastaae 92 132} 45 
Peniion end of Newied . . 5 s.scckcncsecsswachoawac~$eai §2 |. 50 aces 
and . 0 es Sb —— | 
Review of filings for compliance with regulatory provisions | 
of the act: | 
nee Denning OF WOOP. . <2. <n aeccoeccanscoeuccucos | SP lca | y- Sheers 7 jecLace 
BN EEE ESD, ote nainad nite a tiga caiicn en adele 1,050} 65} 1,050] 250| 1,150} 300 
at | “Seam Pee | 
SNL - onc Ldidinins baslondegehvle pales ode a ddimuiadieiashct setae 1,072 65 | 1,072 250 1, 220 300 
Ess sneegtpicumansRanne naeiebianimamiamndiliaaatieih ats 1, 050 65 1, 002 250 1, 050 300 
III TOD IIS 5. ea cle welnepintaini ainialiaounteclenneii | eo! WO Fees Be to iekn 
Public and interpretive letters. ...........------..........--| 892 63 900 | 150 1, 000 200 
a are OS oe ee 22.3 | 25.3 27.3 
| | 
izes er) - oe — igs L 
Investment company inspections 
Registered investment companies Actual, Estimated, Estimated, 
1959 1960 1961 
ring | 3 ’ Wire wee ; ipo ot Perey & 5 aa 
sions ner G6 WOGIINE OF WOOT... « 6 caccccccduecceccukcemsocusce- 453 512 582 
: Number of registrations during year. ........- eae el | 70 95 130 
ion’s — 
f the |” all soni a 52% 607 712 
Number of registrations terminated during year_........__- : 1] 25 50 
nsel, Number of registrations end of year..............._____- 512 582 662 
Yhief Investment company inspections. .........-..........-..--.-- 14 28 77 
tion. \ Approximate cycle of inspections, years_......_- ae 36 21 She 
Average number of inspections per man-year-_.._.....- a 7 7 7 
SUI RIN ah ns lisse eis doeiho ins te i wv etaine y 2 2 
nn eR On oe nc gm auibeminneanes 1.1 2 9 
Pe I FON a iis tice then tcirotinmaciddecoveniss 2. ( 4 1] 
iG #2 Reorganization proceedings 
{ Pp g 
we 
ment 7 ai inert = Sa tee = 7 7 
ao 1959 actual | 1960 estimate | 1961 estimate 
59.8 a it a ae a - seria a ee 
40 Review of reorganization petitions filed in courts___. : 88 90 100 
63.8 Reorganization proceedings in which the Commission partici- 
pates during the fiscal year: 
Pending beginning of period. ............-....-...---2--.. 35 45 55 
Notices of appearances filed in courts ’ - 14 18 25 
n the Gibbet lensooss. ve lisisssls osls. to eielenes, 49 63 80 
esti- I CNN ins cel omenannnabinn dn beste wet entuinteenat 4 8 | 15 
‘tions Pending end of period __................-..--.-.------_._- 45 55 65 
Public and interpretive letters. ........................-.-___- 282 300 | 350 
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Mr. Tuomas. There was an average employment for 1960 of 59.8 
as against an average employment of 63.8 as requested for fiscal year 
1961. 

How many jobs are involved in this request ? 

Mr. Gapspy. 69. 

UNFILLED POSITIONS 


Mr. Tuomas. As of January 1, 1960, how many unfilled jobs did 
you have in the entire agency, regional, field, and the District of 
Columbia ? 

Mr. Donary. Could I make that as of yesterday, sir? 

Mr. Tuomas. Yes, sir. 

Mr. Donaty. There were 961 on board and 11 due in within the 
next 10 to 12 days. That gives us 972, and we are up for 1,000. So, 
we have 28 vacancies. 

Mr. Tuomas. What was the figure as of January 1, 1960? 

Mr. Donaty. On January 1, I think it was 945 or 946. 

Mr. Tuomas. In other words, there were about 60 unfilled posi- 
tions? 

Mr. Donarty. Yes, sir. 


REGULATION OF PUBLIC UTILITIES 


Mr. Tuomas. At this point in the record we shall insert pages 59 and 
60 of the justification, which covers the regulation of public utilities, 
(The pages referred to follow :) 


Regulation of public utilities 





1959 1960 1961 
actual estimated | estimated 
Applications for approval of exemptions, financing transactions, 
acquisitions of securities or other assets, intercompany loans, 
dividends, contributions, etc.: 
Pending beginning of period. ....................._._-- 7 02 112 122 
BR utiaeeenennce tee Koknnns civenewanndscabinkt i8 545 563 
DEE an, Ne EAR Gee a ie oe 620 65 685 
Applications reviewed _.........._._._-. - cal Pin 508 535 545 
Pending end of period ciciisill tS, tert delad Geceddaiea 112 122 140 
Examination of periodic reports____- eae 456 460 460 
Proxies reviewed for violations____.....___.__- oe 57 60 | 65 
Public and interpretive letters................___- - 547 600 620 
IT cape drivibuninnane’ : . 20.1 18.5 18.5 


The Branch of Public Utility Regulation administers and enforces matters 
arising under the Public Utility Holding Company Act of 1935. The act regu- 
lates principally interstate public utility holding company systems engaged in 
the electric utility business or in the retail distribution of gas. 

The workload of the Branch consists of the day-to-day processing of appli- 
cations, declarations, informal proposals, and supervisory reports relating to a 
broad range of proposed corporate and financial transactions of the 18 registered 
holding company systems. These systems include 99 electric and gas utility 
subsidiaries, 42 nonutility subsidiaries, 13 holding companies, 6 holding and 
operating companies, and 16 inactive companies. The assets of these systems 
aggregate $10.3 billion as of December 31, 1958. 

During 1959, exclusive of notes having a maturity of 1 year or less, registered 
holding company systems and their subsidiaries sold $477 million of securities 
to finance plant and equipment expenditures. It is anticipated that the high 
level of financing will continue in 1960 and 1961. 
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Of the 18 active registered holding company systems, a total of 12 have serious 
ynresolved section 11 problems. For example: (1) Eliminating the minority 
interests or unfair and inequitable voting power in holding company systems; 
and (2) eliminating unrelated operating properties of subsidiaries within a 
system. These problems involve complex questions of law, engineering and 
financing. 

Mr. Tuomas. In 1959 there were 20 jobs, 18.5 in 1960, and you 
plan to have the same number in 1961. 


WORKLOAD ITEM IN THE BRANCH OF PUBLIC UTILITY REGULATION 


Mr. Tuomas. You state the following: 


The workload of the Branch consists of the day-to-day processing of applica- 
tions, declarations, informal proposals, and supervisory reports relating to a 
proad range of proposed corporate and financial transactions of the 18 registered 
holding company systems. These systems include 99 electric and gas utility 
subsidies, 42 nonutility subsidiaries, 18 holding companies, 6 holding and op- 
erating companies, and 16 inactive companies. The assets of these systems 
aggregate $10.3 billion as of December 31, 1958. 

How much actual work is done in this Branch? These figures do 
not mean much when they get so large. 

Applications for approval of exemptions, financing transactions, 
acquisitions of securities or other assets, intercompany loans, divi- 
dends, contributions, et cetera, amounted to 112 applications, or what- 
ever you want to call them, pending at the end of 1959. Filed during 
the year were 545. I am talking about 1960. Applications reviewed 
were 5353; pending at the end of the peree were 122, 

You do not want to get out of seed corn; do you? 

Mr. Gapssy. There is very little danger of it. 


SUMMARY OF MAN-YEAR INCREASE, 1960-61 


Mr. THomas. We might insert this summary table which appears at 
the bottom of page 63 of the justifications at this time. 


(The page referred to follows :) 


Summary of man-year increase, 1961 over 1960 





| Increase, 
Activity 1960 1961 





















| 
| 1961 over 
| 1960 
1, Regulation of investment companies ; 25.3 | 27.3 | 2 
2. Investment company inspections - - - 2.0 | BE opticshscrceigtenppihingticn 
3, Reorganization proceedings... ....- a 8.8 | 10.8 2 
4, Regulation of public utilities.................-.....--.--- .| 18.5 8 
5, Regulation of service companies...................---------- 5.2 | SZ Os58ccddcke 
| ~ _ 


Mr. Tuomas. Under “Regulation of investment companies,” you 
had an average employment of 25.3 in 1960 and you expect 27.3 in 
1961. Under “Investment company inspections” you had 2 in 1960 
and expect 2 in 1961. Under “Reorganization proceedings” you had 
8.8 in 1960 and you expect 10.8 in 1961. 

Under “Regulation of public utilities” there were 18.5 in 1960 and 
you expect the same number in 1961. Under “Regulation of service 
companies” you had 5.2 in 1960 and expect the same number in 1961. 
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It shows an increase, generally, of 4. 


Division or ADMINISTRATIVE MANAGEMENT 


The next Division is the Division of Administrative Management, 


and we shall insert page 65 of the justifications into the record at this 
point. 


(The page referred to follows :) 


FUNCTIONAL STATEMENT 


The Division of Administrative Management is responsible for all the admip- 
istrative services of the Commission. Such services include: budget, personnel, 
accounting, property and records management, mail and messenger, library. 
space management, machine tabulation, duplicating, public reference, and other 
similar activities performed as a service to the operating divisions and offices 
and regional offices. The Executive Director also serves as Director of the 
Division. 

There are three Branches in the Division: The Branch of Records and Service, 
the Branch of Budget and Finance, and the Branch of Personnel. 


Justification 


| Summary of Personal services 





Fiscal year 





Cost Average 
employment 
a a , $592, 100 119.7 
0 eee A A eee See eT 27, 000 5.8 
nN i 619, 100 125.5 


For 1961 seven additional positions are requested in order to support ade- 
quately the accelerated operations of the various staff and program offices. Jus- 
tification for the additional positions in each branch is described in succeeding 
pages. 

The estimated cost for this Division represents only 8.3 percent of the total 
cost for personal services of the Commission for 1961 


, aS compared to 8.6 per- 
cent for 1960. 


Mr. Tuomas. This covers your housekeeping activities, budget, per- 
sonnel, accounting, property and records management, mail and mes- 
senger service, library, space management, machine tabulation, dupli- 
cating, public reference, and other similar activities performed as a 
service to the operating divisions and offices, and regional offices. 

How many people do you have doing space management ? 

Mr. Screienueta. I think we have only three people working in 
that area, sir. 

Mr. Tuomas. Three? You do not change those offices that often; 
do you? 

Mr. Scuemrennetm. We happen to be going through a project in 
the modernization of our offices now which the General Services Ad- 
ministration has undertaken. 

Mr. Tuomas. What could you have three men doing in that regard, 
then ? 

Mr. Scuemennetm. Well, it is a rather constant proposition for 
this whole year of moving people, because we can only let the con- 
tractor occupy or work on one-half of one floor at one time, and it 
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takes a good deal of planning and moving to get all these people 
changed from one location to another until we get completed. 

Mr. Tuomas. You know, of course, they say two moves are worse 
than one fire ? 

Mr, ScuempenHELM. I think most of us will agree with that, but in 
trying to get along with our workload and trying to move their offices 
at one time is quite a problem, 

Mr. Tuomas. The estimated cost of this Division represents only 
33 percent of the total cost for personal services of the Commission 
for 1961, as compared to 8.6 percent for 1960, 

Those two figures are rather constant. So, it does not make much 
difference, does it, when you have three-tenths of a percent, as against 
six-tenths of a percent ? 

Mr. ScuEmENHELM. Yes, sir. It has been declining over recent 
years. 

RECORDS DISPOSAL 


Mr. Tuomas. In your Records Branch how many records are you 
soring, Where are they stored, and how many square feet are you 
using for your records ! 

Mr. ScuremenuetM. I do not know just what square footage we 
have devoted to record storage in our own building, but we have there 
oly the active records. During this past year we have disposed of a 
large number of records. 

Mr. Tuomas. You must have a lot of square footage devoted to this 
since you have all of these people working on it. 

Mr. ScHEIDENHELM. We do have a considerable area as far as thai 
isconcerned, but they are all inactive records. 

We have disposed of some 71 tons of material during the past year 
which necessitated 
Mr. Tuomas. Do you know approximately how many square feet 
youhave? If you have 92 employees, you are bound to have a lot of 
records which ought to be over in the warehouse of the General Serv- 
ices Administration at 50 cents per square foot rather than the $3 per 

square foot which you are paying. 

Mr. Donary. We have a continuous records management program, 
and as Mr. Scheidenhelm indicated here, we disposed of 71.7 tons dur- 
ing the last calendar year. 

Mr. THomas. How much rent are you paying on your space? 

Mr. Donaty. Sir, we are in Government-owned space. 

Mr. Tuomas. In which building are you located ¢ 

Mr. Donary. 425 Second Street, in the north building, or the old 
RFC building. 

Mr. Scuemenne tm. Of the 71 tons approximately 31 tons have 
been transferred to the Federal Records Center. 

Mr. THomas. When was the last time you made such transfer? 

Mr. ScoemweNueELM. This is continuous, sir. 

Mr. Donaty. This was during the past calendar year. There were 
1.7 tons handled in calendar year 1959. 

Mr. Tuomas. What did you do in 1958 ? 

Mr. ScHEmENHEIM. It was a lower amount. I think it was in the 
neighborhood of 30-odd tons. 
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Mr. Becxer. Mr. Chairman, I do not have the figure for calendar 
year 1958, but during the period of July 1, 1956, to the end of 1958 
we disposed of a total of 9,800 cubic feet, or about 98 tons. ; 

So, there is 71 tons, or 7,100 cubic feet, as another way of stating it 
comparing very, very favorably with what we did during the preced. 
ing 2.5 years. 

We have to keep doing that because as there has been indicated 
earlier today, we have a constant inflow of registration statements 
reports, and all kinds of documents and correspondence each year, 
and if we did not continuously dispose of this thing : 





RETENTION OF RECORDS 


Mr. Tuomas. What part of this work is generated by the Commis- 
sion? It is bound to be a small part of it. 

Mr. ScHEIDENHELM. Very small. Most of it is the required filings 
under the statute. Very little of it is generated by the activities 
of the staff. 

Mr. Tuomas. Can you give us an approximate idea of what your 
cubic content per year is of these various instruments which the law 
requires be filed with you? Can you give us the amount in cubic feet? 

Mr. Becker. I do not think we have a figure indicating that. 

Mr. Tuomas. In other words, you have a tremendous storage bill 
by virtue of literature that is sent to you? 

Mr. Becker. That is right, but we are required to keep it available 
for the public. 

Mr. Gapspy. It is required to be filed by law. 

Mr. Tuomas. What is your standard practice? How long do you 
keep these statements, and so forth? 

Mr. ScHEIDENHELM. We have no provision in the statute which pro- 
vide us with permission to dispose of a great deal of the material 
that we have, and therefore that has to go to the records center. 

Mr. Tuomas. There is nothing in the statute which requires you 
to keep it, either. 

Mr. ScHEIDENHELM. It is required that it be available for public 
inspectiton, and a good deal of it is referred to by reference in subse- 
quent filings. 

Mr. Tuomas. How much of this information is kept in your re- 
gional offices ? 

Mr. Scuemennetm. Not very much in the regional offices. The 
bulk of what we are required to retain is in our headquarters office, 
and as indicated in these figures, in this amount of 71 tons which we 
disposed of almost half of it went to the Federal Records Center 
where it is retained. It has been necessary for us to dispose of it. 

Mr. Tuomas. Do you keep it for 4 or 5 years? What is your geh- 
eral practice? In 1959, there were approximately 4,800 personal 
visits made by members of the public to the reference room and ap- 
proximately 30,500 requests of all kinds were received for public 
information, forms, releases, and other material of a public nature. 

In addition, approximately 2,000 orders involving 128,200 pages of 
photocopy of public information were executed for the general public. 
In 1959, the photocopy sales totaled $25,319, which was deposited to 
the general fund of the Treasury. 
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You receive no benefit from that; do you? 

Mr. Donaty. No, sir. 
Mr. Tuomas. Is that handled on a break-even basis ? 
Mr, ScHEIDENHELM, Yes, sir. 


BRANCH OF RECORDS AND SERVICE 


Mr. Tuomas. Why do you require 92 people? Does this last para- 

aph tell the tale? 

Mr. ScHEIDENHELM. They are required to receive and file all the 
material that is required by the statutes and to distribute that mate- 
‘al. 

" Mr. Tuomas. A half dozen people could do that. 

Mr, Gapssy. A half dozen people could file 468,000 pieces of mate- 
ial ¢ 
; Mr. Tuomas. Where is the figure of 468,000 ? 

Mr. ScuEmENHELM. At the bottom of page 66. It is referred to 
there. 

Mr. Tuomas. In this last paragraph the answer—the one I just 
read, where you had 4,800 personal visits and 30,500 requests ? 

Mr. ScHEmipENHELM. Plus the last figure. 

Mr. Tuomas. There were also 128,200 pages of photocopy. Is that 
the reason for the large number of positions ¢ 

Mr. ScHEwENHELM. The lower paragraph on page 66 of the justi- 
fications gives additional information. 

Mr. Tuomas. You state that in 1959 approximately 468,000 docu- 
ments were filed. 

Mr. ScHEIDENHELM, Yes, sir. 

Mr. Tuomas. That includes those documents generated by you and 
the filing of the documents required by law to be sent to you? 

Mr. ScHEmENHELM. Yes, sir. 

Mr. Ruopes. Mr. Chairman, would you yield to me at that point? 

Mr. Tuomas. Yes. 

Mr. Ropes. Do you microfilm any of these records? 

Mr. ScHEIDENHELM. No, sir; we do not. 

Mr. Tuomas. What is the difference between microfilm and photo- 
copy ? 

Mr. Ropes. Photocopy is a full-sized copy. Microfilm is a tiny 
reproduction on film for the purpose of saving storage space. 

Mr. Tuomas. What is that process which covers a whole page at a 
time ? 

Mr. Ruopes. I believe that is thermofax. 

Mr. Tuomas. Do you do that? 

Mr. ScHEmENHELM. No, sir; we have not done anything of that 
sort, but we have in the last year reduced some to small, miniature 
records—that is, the legislative history of our acts—but that is all 
that we have reduced to that size material. 

Mr. Tuomas. You do not have anything that you ought to micro- 
film and put in the Archives? 

When you microfilm something, you usually send it to the Archives. 

Mr. ScuemennetM. We have nothing that would adapt itself well 


to that use. 


{ 
| 
| 
| 
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REGIONAL OFFICES 


Mr. Tuomas. The next item for the consideration of the subeom- 
mittee covers the regional offices. 

At this point in the record we shall insert page 71 of the justifica- 
tions. 

(The page referred to follows :) 


FUNCTIONAL STATEMENT 


The regional offices are the field representatives of the Commission in the 
administration and enforcement of the various acts. 

The principal functions of the regional offices include the following: (1) 
examination of the books, records, and practices of registered brokers and dealers 
and members of national securities exchanges, and the examination of their 
annual financial reports; (2) investigation of (a) transactions in securities 
on national securities exchanges, in the over-the-counter market, and in distriby- 
tions to the public and (b) complaints from investors and others; (3) exami- 
nation and processing of filings under regulation A; (4) recommendation of 
administrative, civil or criminal sanctions where violations have been estab- 
lished; (5) prosecution of injunctive actions in U.S. district courts and ad- 
ministrative proceedings before hearing examiners; (6) rendering of assistance 
to U.S. attorneys in criminal cases; (7) participation in proceedings in U.S. 
district courts under chapters X and XI of the Bankruptcy Act; (8) examina- 
tion of the accounts and records of registered investment companies; and (9) 
rendering interpretative advice and assistance to registrants, registered brokers 
and dealers, prospective registrants, the investing public and others as to the 
application and meaning of the various statutes and the Commission’s rules, 
regulations, and forms. 

Justification 


Personal services 


Fiscal year | 

















Cost Average 
employment 
a SS nee dpa ndieetieaal ements nq ~ 
a i I EL eens nega ain #3,528, om 394.0 
ne ee ero ebbameeam tan tawcneimespweatok aoa 247, 100 37 
a Pe Se ee 3, 075, 600 | 431.0 


| 





ATLANTA REGIONAL OFFICE 


Mr. Tuomas. Mr. Green, will you please tell us about your opera- 
tions, and what headaches you have, if any? 

What States do you cover in the Atlanta office? 

Mr. Green. We have, you might say, seven and one-half States. 
We have a part of Louisiana. We start in North Carolina and then 
go to South Carolina, Florida, Georgia, Alabama, Mississippi, and 
Louisiana east of the river—I cannot pronounce it, but I believe it is 
the Atchafalaya River—however, there is inc luded Baton Rouge and 
New Orleans. 

Mr. Tuomas. You have a large geographical area. 

Mr. Green. Yes, sir. 

Mr. Tuomas. How many people do you have in your office? 

Mr. Green. We will have 21. 

Mr. Tuomas. You have set up 24. 

How many unfilled positions do you have? 

Mr. Green. I think 24 is the figure in the 1961 budget. 

Twenty-one is the 1960 budget figure, I believe. 
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We do not have any unfilled jobs now, because we have a man who 
istaking a job on the Ist of February. 

Mr. Tuomas. What is your largest activity ? 

Mr. Green. I would say the biggest activity we have is our inves- 
tigation of fraud cases. Most of our work stems from investigation 
of securities which are not registered with the Commission. We 
have a tremendous volume of work under the intrastate exemption 
which concerns securities exempt from registration, but not exempt 
from the frauds provisions of our acts. 

We have had a tremendous number of promotions throughout the 
South in the last few years. I think you had the same situation in 
Texas a few years ago with reference to the insurance promotion 
scheme. 

Mr. Tuomas. One would not think those people would do anything 
like that. 

Mr. Green. Our volume, Mr. Chairman, and I have been in this 
iob for 25 years, is gradually increasing each year. I think the public 
is becoming more securities-minded and of course the volume is in- 
creasing. I think, except for a number of years, there has been a 
gradual increase. We have more work than we ever had before in 
the office. 

We have more cases of fraud in which we are taking action. We do 
not have such a great backlog but we have a pretty big backlog for a 
small office, and we need additional help. As a matter of fact, we 
asked for more than we got, but nevertheless 

Mr. Tuomas. It does not hurt to ask. 

Mr. Green. No, sir; it does not hurt to ask. I have found that out. 

Mr. Tnomas. We country boys who trade horses know that. 

Mr. Green. I want to point out one or two more things about mat- 
ters that you mentioned ; 

You mentioned good times. I have observed over the years that 
fraud artists are not influenced by bad times. Instead of selling secu- 
rities on the basis of general appreciation in values they go out and 
try to sell them on the basis of recouping losses the investor has had in 
ood securities. So we, in bad times, have had just about as much 
raud work as in good times, 





TELEVISION 


Another thing is the television media. I think the television pro- 
grams have been very effective in warning the public, but they have 
also awakened the public to a lot of other matters which they are 
bringing to our attention. 

Mr. Tuomas. What, for instance? 

Mr. Green. Promotions of various types. They have come to us 
with information about which we have to make an investigation and 
they did not involve “boilerroom” investigations. We do not have 
boilerroom operations in our territory, but it is these fraudulent pro- 
motions where there is practically every misrepresentation you can 
think of to sell securities. I would say nearly 75 percent of our 
fraudulent cases are cases claiming intrastate exemption. 

Mr. Tuomas. They are exempt under regulation A ? 


51632—60——23 
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Mr. Green. No, sir. Most of them are sold under the intrastatg 
exemption. 

Mr. Tuomas. And they finally become interstate ? 

Mr. Green. No, sir. We reach them on fraud by use of the mail, 

Under section 17 of the 1933 act, you can have fraud in the sale of 
securities and even if it takes place within a single State it is within 
the jurisdiction of the Commission. 

Mr. Tuomas. Who does that investigating ? 

Mr. Green. We do, but the local authorities cooperate with us 
from time to time. However, we do the bulk of it insofar ag gp 
curities are concerned. 

Mr. Tuomas. In good times you have a lot of business and in hard 
times you still do business ? 

Mr. GREEN. at is increasing in both good or bad times, as I haye 
observed over 25 years of experience. 

Mr. Tuomas. Well, Mr. Green, we had better go out of business, 
Weare not doing any good. 

Mr. Green. More people are buying securities now than ever be- 
fore in the history of the country. That is particularly true in my 
section. 

Mr. Tuomas. They have money and they are going to spend it for 
something. 

Mr. Green. They have money and, unquestionably, a lot of them 
are losing it. 

Mr. Tuomas. If they stop buying, it would appear to me you would 
not have so many headaches. 


BROKER-DEALER INSPECTION 


We had a pretty good discussion of the broker-dealers, but we shall 
insert in the record at this point, pages 73, 74, and 75 of the justi- 
fications. 

(The pages referred to follow :) 


B. BrRoKER-DEALER INSPECTIONS 


The broker-dealer inspection program includes regular and periodic examina- 
tions of the books and records of registered brokers and dealers. The purpose 
of these inspections is to obtain compliance with the Securities Acts and with 
the rules and regulations promulgated by the Commission, and detect and pre 
vent violations. The program represents preventive enforcement for the pro 
tection of the public investors. These inspections frequently disclose situations, 
which, if not corrected, would result in losses to customers and which form the 
basis for investigative and enforcement action. 

An inspection ordinarily includes, among other items, (1) a determination 
of the financial conditions of the broker-dealer; (2) a review of pricing prac 
tices; (3) a review of the treatment of customer’s funds and securities; and 
(4) a determination whether adequate disclosures are made to customers. The 
inspection process also determines whether the required books and records are 
adequate and currently maintained, and whether broker-dealers are conform- 
ing with the margin and other requirements of regulation T, as prescribed by 
the Federal Reserve Board. Our inspectors also check for sale of unregistered 
securities, use of improper sales literature or sales methods, and other fraudw 
lent practices. 

The following table indicates the actual and estimated workload for 1958 
to 1961, inclusive. The number of inspections made in 1959 is the largest nunt- 
ber in the nistory o fthe Commission. For 1961, the inspection cycle is pre 
gramed on a 2.9-year cycle as compared to a 2.8-year cycle in 1959 and 1960 
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The ultimate objective of the Commission is to inspect the registered broker- 
dealers on & 18-month cycle. 


——— or 














Actual, Actual, | Estimate, Estimate, 
1958 1959 | 1960 1961 
eeV—_—— Pe mires 
stimated number of registered broker- 
nae a. ee eee tan 4, 752 4,907 | 5, 100 5, 300 
Less’ Registered broker-dealers adequately in- | . eal : 
spected by securities exchanges... .....<....-- 750 775 800 825 
EEE TORO... catetesGeosccesecses 4,002 4, 132 4, 300 4,475 
—K—_—* *<*~LL = —— cera i ——_— aaa SSS = 
Broker-dealer INI «etek debits waternich wards 1, 452 1, 47 1 ‘. 525 525 
Cycle of inspections, years. ---.......----.----- 2.8 2. 8 | 2. 8 2. 9 
Average number of inspections per man-year- --| 29 28 29 e 29 
a sell ws werner | 50.1 52.9 53.0 53.0 
Man-years - ------- 











OS ———————— a -_ — — 


The increased activity in the capital markets continues to attract new brokers 
and dealers to the securities business. Many of the new brokers and dealers are 
jnexperienced and unfamiliar with the responsibilities owed to their customers 
and with the rules of the Commission and established practices for the conduct 
of the business. A more serious problem is created by those who enter the 
securities field for the prime purpose of a quick profit, rather than the establish- 
ment of a sound business based upon just and equitable principles of trade in 
dealing with the investing public. 

While an inspection may disclose violations of the statutes or the Commission’s 
rules, formal action is not taken against every broker-dealer found to be in 
violation. In determining whether to institute action against a broker-dealer 
found as a result of an inspection to be in violation, consideration is given to 
the nature of the violation and to the effect it has upon the investing public. 
Inspections usually reveal a number of inadvertent violations which are dis- 
covered before they become serious and before they jeopardize the rights of 
customers. In such situations, where no harm has come to the public, the 
matter is usually called to the attention of the registrant and arrangements made 
to correct the improper practices. However, where the violation appears to be 
willful and the public interest or the protection of investors is best served by 
instituting proceedings against the broker-dealer, such action is promptly taken. 

The following table shows the various types of violations disclosed as a result 
of the inspection program in 1956 to 1959, inclusive. In 1959, the number of 
indicated violations found by inspections totaled 2,070, a 20-percent increase over 
1958 and a 92-percent increase over 1956. 


Type Actual, 1956 | Actual, 1957 | Actual, 1958 | Actual, 1959: 
' 

Financial difficulties. __ z sa ; 79 121 130 | 180 
Hypothecation rules 3 25 26 108 | 53 
Unreasonable prices for securities purchased_- 189 234 226 255 
Regulation T of the Federal Reserve Board... 141 218 163 | 170 
Seeret pro‘its___ Tit -| 7 & | 8 | 7 
Confirmation and bookkeeping rules_______. 545 | 950 1,016 | 1, 081 
Miscellaneous... . . 7 so. 90 | 165 | 86 | 324 
Total indicated violations a 1, 076 1, 722 1, 737 | 2, 070 
Total number of inspections_.._..____- a 952 1, 214 1, 4&2 1, 471 








OTHER EXPENSES 


Mr. Tuomas. The next item for the consideration of the subeom- 
mittee is that entitled “Other expenses.” 
We shall insert at this point in the record page 87 of the justifica- 
tions. 
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(The page referred to follows :) 


The sum of $1,452,000 will be required in fiscal 1961 
Salaries. These costs are itemized in the following tables: 


for costs other than 











a 
Symbol | Classification Actual, Estimate, Estimate 
No. | 1959 1960 161 — 

Oe EE icc ccamecpicepnersacnncsusocent $234, 119 | $261, 600 $295, 899 

03 | Transportation of things-___-.....-- cakemen 4, 208 | 9, 600 | 10, 509 

04 | Communication services_--.......--- 171, 686 | 181, 800 | 198, 499 

05 | Rental of equipment. ae Saas | 22, 108 | 20, 400 | 20, 409 

06 | Printing and reproduction 36, 214 36, 500 46, 500 

07 | Other contractual services___. 128, 134 133, 100 247° 000 

08 | 8 pplies and materials____.......__-- | 103, 826 | 101, 200 | 113, 609 

09 | E ;uipment aaa a. “— | 64, 089 | 43, 800 | 53, 0 

11 | Contributions to the retirement fund } 368, 770 | 400, 000 | 441, 300 

13 EEE ee ‘ 7, 213 | 7, 200 8, 000 

15 | Social security taxes_.._- 14, 292 | 15, 000 7,300 

EE eat eentmategaes | 1, 154, 659 1, 210, 200 1, 452, 000 





The overall increase of $241,800 for expenses other than personal services in 
1961 over 1960 represents generally normal office expense for the additional per- 
sonnel requested necessary to accomplish the increased program workload of the 
Commission. 

Mr. Tuomas. Under “Travel expense” you go from $261,600 in 1960 
to an estimated $295,800 in 1961. 

In “Transportation of things” there is an increase of $900, 

“Communication services” go from $181,800 in 1960 to an estimated 
$198,400 in 1961. 

Why that big increase ? 

Mr. Donaty. On “Communication services,” sir? 

Mr. Tuomas. Yes, sir. 

Mr. Donary. As a result of additional personnel that we are re- 
questing; also increased costs of reimbursement to the Post Office De- 
partment on penalty mail. 

Mr. Tuomas. How much is that? 

Mr. Donary. Approximately $5,000. 

Mr. Tuomas. On “Rental of equipment,” that figure stays the same. 

For “Printing and reproduction,” the figure for 1960 is estimated to 
be $36,500 and your estimate for fiscal 1961 is $46,500. 


COMMUNICATION SERVICES 


We shall insert that page of the justifications which gives a break- 
down of the communication services in the record. 
(The page referred to follows:) 


The sum of $198,400 is requested for “Communication services” for 1961. The 
items carried under this classification are shown in the table appearing below: 





Item Actual, 1959 Estimate, Estimate, 
1960 1961 
Telegraph service__.............-- $2, 135 | $2, 600 $2, 800 
Local telephone service ee 7h. 244 | gO. 500 87, 500 
Long distance telephone service _- 41. 637 44. 100 48, 600 
Ticker and teletypewriter service . _- 10, 270 10, 600 | 12, 30 
Penalty mail a hits, se RAS os 41, 400 44,000 | 47, 000 


T >tal ___. ae ee = . 171. 686 181, 800 198, 400 
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The increase of $16,600 represents the following items: 


1, The sum of $13,600 in telephone and telegraph services for the additional 
rsonnel requested in this estimate. 


9, The sum of $3,000 for increased penalty mail services. 
Mr. Tuomas. Your “Telegraph service” was $2,600 in 1960 as 
inst an estimated $2,800 in 1961. 
“Local telephone service” goes from $80,500 in 1960 to an estimated 
g7500in 1961. 
Your “Penalty mail” jumps from $44,000 in 1960 to an estimated 
$47,000 in 1961. 


PRINTING AND REPRODUCTION 
At this point in the record insert page 93 of the justifications. 
(The page referred to follows:) 


The following table shows the costs for 1959, the 1960 estimate, and the esti- 
mated cost for 1961 for the several items of printing: 














Description Actual, 1959 Estimate, Estimate, 
| 1960 1961 

| 
1. Reprints of rules and amendments, technical forms, ete_-...- | $3, 820 $6, 000 $6, 000 
9 Decisions and reports of the Commission..............-.--- | Oa a “ 9, 000 
3, Legal briefs, transcript of record, etc. .--........--.-.------ 5, 056 | 5, 800 6, 800 
4 The Commission’s annual report to Congress. - __.-...-.--- 4, 734 6, 000 | 5, 000 

5, Administrative forms, letterheads, envelopes, standard 

forms, printed supplies, etc..............--..-.....--..... 4, 444 | 5, 300 5, 600 

6. Official Summary of Security Transactions and Holdings | 
and Statistical Bulletins (published monthly) _........._-- 2, 302 | 2, 600 2, 600 
1. Photo duplications and reproductions__..................-. 5,919 | 8, 300 9, 000 
§, Copies of public hills, documents, etc. --....-..- aneanieweiwiireies 261 1, 500 1, 500 
isn an adninddabkdaduwenceciivivelulinehswinenedunil 678 |} 1, 000 } 1, 000 
Dd uke ae preter ett hes SPeEICD > SALE 36, 214 | 36, 500 | 46, 500 











Mr. THomas. Under “Printing and reproduction” there is an in- 
crease Of $9,000 for printing decisions and reports of the Commis- 
sion, That will include volume 39. That volume will cover the pe- 
riod from April 1959 to November 1960. 


OTHER CONTRACTUAL SERVICES 


We shall insert page 95 of the justifications which has to do with 
“Other contractual services.” 

(The page referred to follows :) 

The sum of $247,000 requested for “Other contractual services” is to provide 
funds for the services described in the following table: 





| 
Item Actual, | Estimate, Estimate, 











1959 1960 1961 
i a ee Rs ee el 
a nd as Be ee $58, 000 
irs to equipment... ; idles a dmibeicanaa ie a asaaee | $5, 765 $5, 300 | 6, 000 
Changes in building partitioning, ete..............-..__-..__- | 2, 463 | 2, 500 5, 000 
Purchase of transcript___.__- gee oe) eee ees 5, 348 | 7,075 12, 000 
I 18, 581 | 20, 050 25, 000 
Investment company study.......-......----..---.----- cau 21, 000 |_...- | 21, 000 
Miscellaneous expenses Sein aiteieh Nae eae mot 13, 253 | 16, 175 17, 200 
phic reporting service___.__- ga ce se ean 41, 065 60, 000 73, 500 
Bukground investigations......................-.---...-2...-}..-..-- 1, 700 | 3, 800 
I 8 ee 20, 659 | 20, 300 | 25, 500 
renee cas ee ee 128, 134 | 133, 100 247, 000 
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The increase of $113,900 in 1961 over 1960 represents adjustments to the fo}. 
lowing major items: 

1. An increase of $58,000 to cover the cost of the Commission’s share of the 
Health Benefits Act. 

2. An increase of $13,500 for the stenographic reporting service relating to 
the anticipated increase in the number of public and private hearings and inyeg. 
tigations. For 1961, the sum of $73,500 is required on the basis of an average 
cost of 60 cents per page for public and private hearings, and an average cogt 
of $1.05 per page for investigations. These unit prices are applicable for 1969, 

8. An increase of $9,875 in witness fees and the purchase of transcript relating 
to the 13 percent increase in closing investigations in 1961 over 1960 as well as 
an estimated 20 percent increase in administrative hearings. 

4. An increase of $5,200 to cover the pro rata cost of group life insurance for 
the additional employees. 


COST OF THE COMMISSION’S SHARE OF THE HEALTH BENEFITS ACT 


Mr. Tuomas. Under your “Other contractual services” that is 
where your big money is requested. I note you have the sum of 
$58,000 requested for health benefits. What is that? 

Mr. ScHEIDENHELM. That is a new item to take care of the health 
benefits under the law passed at the last session of Congress. 

Mr. Tuomas. How did you arrive at that figure of $58,000? 

Mr. Donary. It was based on the Bureau of the Budget formula, 
sir. 

Mr. Tuomas. What was their formula? I have not been able to 
find that out from anyone. 

Mr. Donaty. The formula was partly this: Take your estimated 
employment for the entire year and apply 90 percent. The 90 per- 
cent assumes that many people will come under the act. 

Mr. Tuomas. Well, the act is as broad as it can be. It has about 
10 or 12 parts. If a man has a wife and 10 or 12 children and if he 
wants full coverage, there is provision made for that. 

Mr. Donarty. There is a further assumption that of the 90 percent, 
60 percent will be for self and family and 40 percent will be for self 
only. 

Mr. Tuomas. Well, you can count on it being nearer 100 percent 
than 60 percent. Which program are they going to take? There is 
a choice of a half dozen programs. 

Mr. Donary. I realize that, sir, but for the purpose of arriving at 
an estimate 

Mr. Tuomas. What I am trying to bring out is this: This is quite 
an indefinite figure, is it not ? 

Mr. Donaty. Yes, sir; it is. 

Mr. Tuomas. The probabilities are that it will be 15 percent, 20 
percent or 25 percent more than that. It could be slightly lower, but 
the possibilities are that it will be considerably more than this, are 
they not? 

Mr. Donary. That is right. However, we had to follow this 
formula. 





WITNESS FEES 


Mr. Tuomas. Your witness fees and your mileage go from $20,050 
to $25,000. Is that a “guess” figure? 

Mr. Donarty. Yes, sir. 

Mr. THomas. How much did you spend in 1959 ? 
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Mr. Donaty. On witness fees we spent $18,581. 

We reimbursed approximately 391 people. That does not mean 
that we had only 391 witnesses. I presume we had more, but they 
did not submit their vouchers to be paid as witnesses. 

For the past 6 months, ending December 31, we paid out $12,626 to 
930 witnesses. 

STENOGRAPHIC REPORTING SERVICES 


Mr. Tuomas. I note that your estimate for stenographic reporting 
gervices has jumped from $41,000 in 1959 to $60,000 in 1960 and to an 
estimated $73,500 in 1961. How much did you spend during the 
first 6 months on your reporting services? 

Mr. Donaty. The first 6 months on contract reporting—and this 
item really has gotten out of line—$35,516 for 6 months. 

Mr. Tuomas. You did not have a very sizable increase in your case- 
Joad from 1959 to 1960. Why did it increase so much? 

Mr. Donaty. From 1959 to 1960? 

Mr. Tuomas. How many reported cases did you have in 1959 and 
how many did you have in the first 6 months of 1960? 

Mr. Donary. In hearings for the first 6 months we had 49 hear- 


Mr. Tromas. Were these hearings held by the examiners? 

Mr. Donaty,. Yes, sir. However, under this contract we also pay 
for any investigations or conferences or other meetings or depositions 
that are held in Washington or elsewhere in the continental United 
States, 

Mr. Tuomas. What is the nature of these proceedings where you 
pay witness fees and mileage ? 

Mr. Donary. Primarily, it is based on a subpena that the Commis- 
gion issues to a witness. For instance, we may have an administra- 
tive hearing in Washington here, and we need a witness from New 
York. We will pay him if he stays overnight at $12 a day and 8 
ents per mile. 

Mr. Tuomas. Is this in the nature of a criminal hearing, or what? 

Mr. Donatry. No, sir; it could be a civil or administrative hear- 
ing. We issue a subpena requesting the witness to appear. 

Mr. Tuomas. If there occurs an act criminal in nature, that is all 
right, too, is it not ? 

Mr. Donatry. Where the case goes on trial before the grand jury 
by the U.S. attorney, then the Department of Justice pays for that 
witness fee in criminal cases. 

Mr. Tuomas. You do not have any jurisdiction trying criminal 
cases anyway, do you ? 

Mr. Donary. No, sir. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. Supplies and materials, $113,600 against $101,200; 
ofice supplies, paper, expendable materials, periodicals, law books— 
you are going to buy a lot of periodicals and books for $26,000. What 
isthe nature of them? How many are there and what is the purpose? 

Mr. ScuripenneLm. We have the periodicals listed on page 98. 
There is a full series there. 
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Mr, Tuomas. Are these located in the regional offices ? 

Mr. ScHemenneELM. Part in the regional offices and part in the 
headquarters office. They are scattered around according to where 
they are needed. With the additional personnel we will need more 
of them. 

Mr. Tuomas. Financial services, Standard & Poor’s, Fitch Quota- 
tions; how many copies of that do you get a day? Is this a weekly 
or monthly publication ? 

Mr. Gapssy. Moody’s is once a year. 

Mr. Tuomas. What is Standard & Poor’s? 

Mr. Gapssy. Plus weekly supplements. I think Standard & Poor 
is the same. 

They put out a volume each year, then a cumulative weekly sup- 
plement. 

Mr. Tuomas. The weekly is the current one, is it not ? 

Mr. Gapssy. Yes; this is the stuff that I explained to you came 
off our forms 8-K. Much of it is taken off those forms. 

Mr. Jonas. Will you yield, Mr. Chairman ? 

Mr. Tuomas. Yes. 

Mr. Jonas. You have more information than Moody’s, do you not? 

Mr. Gapssy. Yes; much more detail than Moody’s. Moody’s is 
boiled down. 

Mr. Jonas. It looks like they would pay you instead of you sub- 
scribing to their service. 

Mr. Gapssy. Ours is considerably more trouble to get at than theirs. 
We have only one copy. 

Mr. Tuomas. What useful purpose does this serve ? 

Mr. Donaty. These financial services are utilized by the Commis- 
sion accountants, analysts, examiners, in the main office as well as in 
regional offices. 

Mr. Gapssy. They are standard publications. 

Everybody uses them in the financial world. 


EQUIPMENT 


Mr. Tuomas. You want to increase your equipment by approxi- 
mately $10,000. You need desks, rotary chairs, typist chairs, type- 
writers. You need 40 typewriters. 

Put page 99 in the record. 

(The justification page referred to is as follows :) 


The following table shows the amount obligated for equipment in 1959, the 
estimate for 1960, and the 1961 estimated requirements. 


Item: Purchase of equipment: 


a sa mseit incest baponinnlena cue ek nae $64, 089 
scent heshane inane pisbiebebesintoeneceisiniel ties 43, 800 
a a ccnemeeimniiebiel 53, 200 


For fiscal year 1961, a total of $53,200 is requested for the purchase of equip- 
ment. This amount represents the cost of items summarized in two major 
groups: 

1. Purchase of equipment for additional positions requested in 1961___. $32, 800 
2. Replacement of equipment and furniture 


likischsedelcitetnchecncn dah hich pede tnestediie 20, 
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The detail of these two major groups of equipment is as follows: 

1. Purchase of equipment for additional positions.—The following tabulation 
lists the items of equipment, which are the minimum requirements for the addi- 
tional personnel requested in 1961. 








Description Unit price | Number Total cost 

Bi $= | | | 
incre goccpbeaedckhes Sia gebeaiiskn awabdesadededl $160 4s | $7, 700 
iin Scar wenc anes bw ppianppintn-ewdenveteresy ae 92 44 4, 000 
EE ttvcwhtnagdp ecicondhdkgh aneseepeaccabiosnpemabetesl 70 48 3, 400 
Seem chelrs. ._..--- 522025 5-2-2 b-- 30 44 1, 300 
Typewriters. -.......-.-.--.- sink colbeahcigse aeasiak abt cheba Aheteiicaiaces Aalseetanieeae 410 40 16, 400 

IDs Guise ano bnaneteinel-de wel ceneniaineiesimeed ss tateisticeetll iced nan cieiition stains one-game 32, 800 





CONTRIBUTIONS TO THE CIVIL SERVICE RETIREMENT FUND 


Mr. Tuomas. Here is your big one, “Contribution to civil service 
retirement fund, $441,300 against $400,000, against $368,770. ‘That 
isa figure based upon 61% percent of the salary ; is it not? 

Mr. Donary. Yes, sir. 

Mr. Tuomas. That isa firm figure. 

Mr. Donary. Yes, sir. 

AWARDS PROGRAM 


Mr. Tromas. Tell us about your awards to employees of $7,200 for 
1960. 

Mr. Becker. We made 63 cash awards in 1959, Mr. Chairman. 

Mr. Tuomas. Fifty-five cash awards, so my book says. 

Mr. Becker. I was going to say in calendar 1959. In fiscal year 
1959 it was 55. . 

Mr. Tuomas. What were the awards made for and how did you 
arrive at them ? 

Mr. Becker. The awards were made for sustained high-level work 
performance and they were arrived at upon recommendation by the 
division and office heads and screening by the Commissions Incentive 
Awards Committee. 

Mr. Tuomas. Is there any limitation in grades that can receive an 
award ? 

Mr. Becker. No, sir; not in the act. We have adopted as a gen- 
eral rule, with very few exceptions, a level of grade 14 and below. 
Ido not have an exact breakdown. 

Mr. THomas. How isthe program working out generally ? 

Mr. Becker. Fine. In addition to the cash awards we have an 
annual service awards program where we recognize people with long 
years of service with the Commission. 

Mr. Tuomas. What is an average award, dollars and cents wise? 

Mr. Becker. The average award is about $110 or $115. It varies 
according to grade. 

Mr. Tuomas. And it does a lot of good? 

Mr. Becker. I think so, sir. 

Mr. Tuomas. Does everybody agree to that? 

Mr. Gapspy. I think it does, sir. 

Mr. ScHEmeNHELM. Yes. 

Mr. Tuomas. There is no jealousy, where you have others saying 
they should have had it? 
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Mr. Gapssy. I don’t think so. I think they look upon it from the 
point of view of congratulating the recipient. 

Mr. Becker. You do not have that problem, sir, if the best people 
are rewarded. 

Mr. Tuomas. That is the problem: Who is the best and who is gee- 
ond best. The fellow who is second best might have thought he was 
best. That is the point I raise. If he thought his supervisor favored 
the other fellow over him, is he going to be happy ? 

Mr. Becker. On balance, I think the benefits greatly outweigh any 
reaction of that type. 

Mr. Tuomas. You think the benefits outweight them ? 

Mr. Becker. That is right. 

Mr. Tuomas. If it does that, it should be a good program. 

Is there any difference of opinion? Does everybody think it works 
out all right and does not create any ill will among some of the em- 
ployees s who thought maybe they might have been slighted ? 

Mr. Sarcent. To a certain extent, I think the philosophy on the 
part of the second best is, “Wait until next year. 

Mr. TH0Mas. Does that usually happen, next year they get it? 

Mr. Sarcent. You do not usu: ally award one of these merit awards 
to the same person twice. 

Mr. Tuomas. You don’t ever give a premium on the next best, do 
you? It isthe one who is best who gets the award. 

Mr. Suewenneto. That is right. 

Mr. Gapspy. There may be several awards within a division or ina 
given office. 

Mr. Mrexer. Some of the awards are group or section awards, 
which I think is also a morale builder. They are not all individual 
awards. The section can look forward to them. 

Mr. Tuomas. If you do that, you certainly allay any ill will. 

That isa team award, then. 

Mr. Merxer. That is right. 

Mr. Tuomas. Nobody can get their feelings hurt. 

Mr. Sarcent. That is right. 

Mr. Gapspy. I am not very close to it, Mr. Chairman. I never heard 
of any morale trouble. 

Mr. Tuomas. I have heard some rumblings that some of the em- 
ployees thought maybe the supervisor was favoring X over Y. 

Mr. Gapssy. The decision is made by a committee, not by the super: 
visors, but by an independent committee. 

Mr. Jonas. A secret committee ? 

Mr. Gapsspy. No. They are known. 

Mr. Becker. Their names are published. 

Mr. Gapspy. Mr. Becker is chairman, I think. 


PERSON NEL HONORED FOR 25 YEARS OF SERVICE WITH THE COMMISSION 


Mr. Becker. Mr. Chairman, the committee may be interested to 
know that last October the Commission granted a special 25-year- 
service award in the form of a little plaque to 36 members of the staff, 
also under the incentives award program. 

Mr. THomas. What was the amount of the award to each one? 

Mr. Becker. This was not a cash award. It was merely an 
emblem. 
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Mr. Tuomas. A plaque? 

Mr. Becker. A plaque commemorating 25 years of service with the 
(‘ommission. 

Mr. Tomas. That is quite a signal honor. Twenty-five years is a 
long time. 

Mr. Becker. It is as long as the agency has been in existence. 

Mr. Tuomas. When did it go into existence, 1933 or 1934? 

Mr. Gapspy. 1934. 

FEES 


Mr. Tuomas. Put pages 106 and 107 in the record, Mr. Reporter. 
(The pages referred to are as follows :) 


The fees collected by the Commission in the fiscal year 1959 and the estimated 
fees for fiscal 1960 and 1961 are as follows: 


Statement of actual 1959 fees and estimated fees for 1960 and 1961 




















Character of fees Actual, 1959 Estimate, Estimate, 
1960 1961. 
Registration of securities under the Securities Act of 1933_..._. $1, 581, 016 $1, 766, 300 $1, 866, 300 
From stock exchanges under sec. 31 of the Securities Exchange 
I i. ellen erected a oe mainte tastinaadin edad odae mnisas anaes 800, 137 805, 000 1 805, 000 
Qualification of trust indentures--.........-.-..-----------.--- 1, 100 1, 500 1, 500 
I a athens aliments 25, 319 27, 000 27, 000 
eine se caeaieie 134 | 200 200 
I te coe 2, 407, 706 | 2, 600, 000 2, 700, 000 
Percent of fees collected to total obligations if proposed legisla- | 
tion ! is passed.._................ Sekhar ae Bn 59 55 





12 bills (H.R. 6294 and S. 737) reintroduced in the 86th Cong. would amend sec. 31 of the Securities 
Exchange Act of 1934 to increase fees charged stock exchanges from 2 to 5 cents per $1,000 of securities sales 
and to impose on brokers and dealers a fee of 5 cents per $1,000 on over-the-counter sales. Enactment of 
either of these bills will increase our estimate of fees to be collected from stock exchanges during. 1960 by 
$1,200,000. In addition, it is estimated that approximately $1,000,000 in fees will be collected from brokers 
and dealers during the same period. 


The following tabulation represents the estimate of savings due to lapses in 
fiscal year 1961: 


Erplanation of the estimate of the savings due to lapses, fiscal year 196f 


Savings: 
Lag in filling existing positions: Beginning of fiscal year 1961, 


1,000 positions, at annual salary rate of $7,236,229__.________ $361, 811 

Lag in filling new positions: 92 positions, at annual salary rate of 
SR RONNIE sciences itech avs tc eminence ices Ot I kee 127, 190 
Lag in within-grade promotions: Annual salary rate $102,664____ 22; 124 
la ee a 511, 125 
Costs: Less cost of terminal leave payments_.______________________ 40, 000 
SE OOD oes hi hha hss scant tei Resets ea Aten del 471, 125 


PROPOSED LEGISLATION TO INCREASE CERTAIN FEES 


Mr. Tuomas. We are going to collect $2,700,000 in fees without the 
new legislation ? 

Mr. Gapspy. That is right. The new legislation would amount to 
approximately $2,200,000 additional. 

Mr. Tuomas. The purpose of the new legislation is to put the 
agency on a break-even basis for certain services it renders ? 
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Mr. Gapssy. It won’t put it on a break-even basis, no. There isn’t 
any real measurement you can make of it, allocating the expense to this 
particular service. 

Mr. Tuomas. Registration of securities under the Securities Act of 
1933 for this year is $1,766,300. What do you figure it would cost you 
to make that registration? Is that a break-even figure? 

Mr. Gapssy. It might be almost a break-even figure, I would think, 

Mr. Tuomas. What about it, Judge? 

Mr. Gapssy. It might be more than a break even. 

Mr. ScHEwENHELM. The payroll shown on that chart for the Dj. 
vision of Corporation Finance is $1,688,298. 

Mr. TxHomas. It is breakeven. Stock exchange under Securities 
Act for 1934, $805,000. 

Mr. Gapssy. That is right. 

Mr. Tomas. Is that a breakeven ? 

Mr. Scuewennetm. That is the area in which the proposed in- 
crease will occur. 

Mr. Gapssy. I do not think it is a breakeven. You have to take 
in a good share of the New York regional office on that, too, and all 
of the broker-dealer inspections would naturally be charged to that. 

I doubt it will be anywhere near breakeven, even after the in- 
crease. 

Mr. Tuomas. This chart on the Division of Trading and Exchanges 
does not take into account the additional cost charges against it from 
the regional office? 

Mr. Gapsey. That is right. A great many of the personal services 
in the regional offices represent activity under the Exchange Act of 
1934. 

Mr. Tuomas. Mr. Jonas? 

Mr. Jonas. Is there any opposition on the part of the brokers to 
the increase in these fees ? 

Mr. Gapssy. There has been no hearing in this Congress. In the 
previous Congress there was a hearing and they did oppose it and it 
was passed in the Senate, but never came out of committee in the 
House. 

PERSONNEL INCREASE—FISCAL YEARS 1955-61 


Mr. Jonas. I would like to see if my figures are right, just by way 
of summary for the record. 

If they are correct, it looks to me as if you have had about 100-per- 
cent, or 99-percent increase in money since 1955; is that right? It 
was $4,843,180 in 1955 and it is $8,100,000 in 1960 and if you get what 
you are asking for this year, it would be $8.9 million. 

Mr. Gapssy. You are looking at the comparison between fiscal years 
1955 and 1961? 

Mr. Jonas. That is right. 

Mr. Gapsey. It would be something under 100 percent. 

Mr. Tuomas. And the increase in personnel has gone from 699 in 
1955 to 954 in 1960. You are asking for 1,042 for 1961. 

Mr. Gapspy. That is right. 

Mr. Tuomas. Ninety-two. 

Mr. Scuemennuetm. That is average employment, 1,042. 

Mr. Jonas. 1,042; 92 is the increase, but the total is 1,042. 
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Mr. Chairman, what worries me throughout my review of the jus- 
tifications is—and we went into this in some detail last year and I am 
not going to burden the record by repeating it, but it seems to me the 
Commission is topheavy in supervision. — 

Mr. Gapspy. We have taken steps to improve that, Mr. Jonas. Last 
year, for example, we removed one level of supervision in the Division 
of Corporation Finance and we now have three levels where we did 
have four. 


PERSONNEL COMPOSITION IN THE OFFICE OF OPINION WRITING 


Mr. Jonas. The chairman of this committee called your attention 
tothe Office of Opinion Writing and I had a note to ask you a question 
about it, too. 

I just don’t see why you would need three people directing the ac- 
tivities of that Office. You only have a total of 12 people in it. You 
have a Director, an Associate Director, and an Assistant Director. 

Mr. Gapspy. They are not directing anything. They are working. 
They are working just as hard as anybody else is. It is a matter of 

rade. 

Mr. Jonas. You mean you just give them these titles ? 

Mr. Gapspy. We give then titles to get the grades. We have got 
to get the grades to keep the men. 

Mr. Jonas. You mean they are not just sitting in chairs directing 
the activities of the others? 

Mr. Gapssy. You bet your life they aren’t. They are pushing a 

neil all day long. 

Mr. Jonas. Somebody who does not know that, who looks at this 
chart, would get an erroneous understanding of the way the Office is 
organized. 

Mr. Gapssy. I am sorry, In that particular instance it does not 

rtray the setup at all. Really, the Director runs the Office. There 
isonly one level of supervision. 

Mr. Jonas. Does he write opinions or does he just assign them ? 

Mr. Gapssy. You bet your life he writes them, all day long. He 
writes them just as much as anybody else does. 

Mr, Jonas. Tell me this, please, sir. Each Commissioner has an at- 
torney in his office ? 

Mr. Gapssy. That is right. 


ADVISER TO THE COMMISSION 


Mr. Jonas. You also have this adviser, this grade 16? 

Mr. Gapssy. That is right. 

Mr. Jonas. He is just an adviser to the entire Commission ? 

Mr. Gapssy. He is a man who has been in the employ of the Com- 
mission for many years. He is an extremely able employee and has 
developed a facility for handling special problems. What he really 
isis a man to whom special problems are given. When the Com- 
mission has a particularly knotty problem in any field of its work 
they generally refer it to him. 

Mr. Jonas. Why wouldn’t you give that to the Office of the Gen- 
eral Counsel ? 


Mr. Gapssy. When it involves legal problems we do, of course. 
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Mr. Jonas. If it involves accounting, why wouldn’t you give it to 
the Chief Accountant ? 

Mr. Gapssy. The Office of the General Counsel is pretty busy on its 
own. account without taking up a special study. 

Mr. Jonas. Every division has a score of ‘lawyers in it. You now 
have superimposed on all of those lawyers sc uttered throughout the 
agency an Office of the General Counsel with 32 people in it. 

“Mr. Gapsry. Don’t get upset about this special adviser. As a mat. 
ter of fact, he was taken out of the Division of Cor poration Finance 
and there was no change in the number of persons. 

Mr. Jonas. I am not getting upset about it. I am just trying to 
find out what he does and why you need him. . 

Mr. Gapssy. He does what I said. We took him out of the Dj- 
vision of Corporation Finance in order to isolate him from the day- 
to-day problems of answering a telephone and answering letters 
because he is too valuable a man to waste his time on that sort of 
thing. 

Mr. Jonas. You mean you created this new job for him? 

Mr. Gapssy. We did. By doing so, we made his special skill avail- 
able to the Commission. 


INCREASE IN PERSONNEL FOR THE EXAMINATION OF REGISTRATION 
STATEMENTS 

Mr. Jonas. Now, to get back to this Division of Corporation Fi- 
nance, I had the Registration Section in mind earlier when I called 
attention to the fact that you only increased your people by three. 
That is in registration, is that correct ? 

Mr. Gapsny. That is correct, registration activity only. 

Mr. Jonas. The justification showed that your workload had in- 
creased, that is, registrations had increased from 1958 to 1959 by 
30 percent, but you only gave him three new employees to handle 
that. 

Mr. Gapsspy. You must remember, Mr. tepresenti itive, that we had 
a limited hillock which was cut down by the Congress when we came 
up here last year and we had to determine where to distribute the 
limited funds we had. This enormous increase in that particular 
Division took place, well, since about last July. It has become really 
critical. 

Mr. Jonas. That is as important as any work the Commission does, 
is it not? 

Mr. Gapssy. It is very important work of the Commission. 

Mr. Jonas. If I were picking out one, I would say it is as impor- 
tant, if not the most important. 

Mr. Gapspy. It isa most important work. 

Mr. Jonas. What did the bill give in new employees, 55 last year! 

Mr. Donaty. Forty-seven this year over last year. 

Mr. Jonas. If this is so important, why did you not give him more 
than 3 out of the 47? 

Mr. Orrick. I think this proves the Commission underestimated 
positively the amount of work that we would have in that Division. 
We did not anticipate and had no way of knowing the number of 
registration statements that would be filed or the volume of work that 
would have to be handled in the Division. 
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Mr. Jonas. You do not have any way of knowing for certain that 
it will increase next year, but you are in here giving us your opinion 
that it will. 

Didn’t you have the same opinion then ? 

Mr. Orrick. Our opinions have always been on the conservative 
side, have been under what has been the actual fact and with the 
very great increase of filing, during the past year, which has a tend- 
ency to balloon in succeeding years because of the requirements of 
filing periodic reports, our needs and responsibilities are much greater 
under that unit now than before. 


DISTRIBUTION OF THE ADDITIONAL POSITIONS ALLOWED FOR 1960 


Mr. Jonas. How many of the 47 did you put in the Division of 
Administrative Management ? 

Mr. Donaty. Administrative Management, we put four, sir. 

Mr. Jonas. You put more in housekeeping than you did in the 
Registration Section. 

Mr. Donaty. May I point this out to you, Mr. Jonas? Of the 47 
job increases we got this year over last year, it is broken down this 
way: 21 jobs went into our investigations program. Of those 21, I 
would say about 18 went to the field. We had one broker-dealer job 
that we passed out to the field. We had three on the regulation of in- 
vestment companies. We had four for the inspections under the 1940 
act, which is the Investment Company Act. 

We had two under regulation A for the field. We have one in 
“Chapter 10: Reorganization.” I do not recall whether that position 
was placed in the Division of Corporate Regulation or the field, and 
we had seven other positions, of which four were put into adminis- 
trative management. 

The Chairman indicated this morning that there was a three in- 
crease in 1959 over 1958, but he indicated also that it was not only for 
the examination of registration statements, but for the conduct of 
certain administrative proceedings. In fact, the increase in 1960 over 
1959 was five jobs in registration statements. There was one job in- 
crease in the review of preliminary proxy statements, and there was a 
two-job increase in administrative proceedings, but there was also 
some offset cutbacks in the overall administration of regulation A and 
in the review of annual and periodic reports. 

Mr. Jonas. Am I correct that: you put more new men, more of your 
new people funded last year, in the Division of Administrative Man- 
agement than you did in the Division of Registration ? 

Mr. Donary. Sir, the breakdown shows that we put in four in Ad- 
ministrative Management and that we put eight in the Division of 
Corporation Finance. 

Mr. Jonas. In the entire Division, but three in the Registration 
Section ? 

Mr. Donary. Really, there was five, but then we went down on 
administrative proceedings by two in 1959 over 1958. That is your 
net increase of anni sir. 

Mr. Jonas. All right. 

Mr. Donary. So we beefed up examination of registration state- 
ments and we pulled down on administrative proceedings. 
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Mr. Jonas. You had 47 new jobs in 1960 and you gave 8 of them to 
the Division of Corporation Finance. 

Mr. Donaty. That is right. 

Mr. Jonas. That is the whole story is it not ? 

Mr. Gapssy. That is right. 

Mr. Donarty. Yes, sir. 

Mr. Jonas. You gave eight to the Division of Corporation Finance 
in 1960 and you put half that many in the Division of Administrative 
Management, or four. 

Mr. Donaty. Yes, sir. 
Mr. Jonas. The answer is “Yes.” 
Mr. Donarty. Yes, sir. 


NUMBER OF EMPLOYEES IN BRANCH OF PERSONNEL 


Mr. Jonas. Looking at this chart on page 70, frankly, we look at a 
lot of agencies in this committee, and it seems to me that you ought 
to be able to run an organization of 950 people with a smaller Divi- 
sion of Administrative Management. For example, you have got a 
Director of Personnel, an Assistant Director of Personnel, a Person- 
nel Assistant—I do not know what the difference in those two is—but 
then you have a lot of people doing the actual work. Why do you 
need all those personnel directors—a Director, Assistant Director-— 

Mr. Scnemennetm. They are working at the job. Assistant Di- 
rector of Personnel is in classification—a person who works on all the 
job classifications directly. 

Mr. Ruopgs. They have a classification officer. 

Mr. Jonas. You have a man assigned to that, a GS-11. 

Mr. ScHEIDENHELM. That is a second person. 

Mr. Becker. It is analogous to the Office of Opinion Writing. 
Notwithstanding the title of Director or Assistant Director, they are 
really working people. 

Mr. Jonas. These people just handle your own personnel records, 
agency records? 

Mr. Scuemenne tm. That is right. 

Mr. Jonas. They do not deal with the public and what they do has 
nothing to do with the safety of securities. 

Mr. Scuemennetm. That is right, only to the extent of recruit- 
ment. I think part of the answer to your situation about it is that 
in the last 4 years the cost of our Division of Administrative Man- 
agement has gone down from approximately 11 percent. of the total 
cost of the agency to 8.3 percent. That is constantly reducing in rela- 
tion to the total, which means that the activ ity is on a—— 

Mr. Jonas. We have been giving you a little encour agement on this 
side of the table, haven’t we? 

Mr. Scuemennetm. That is true. 

Mr. Tuomas. Does that personnel limitation come within the limi- 
tation of 135? 

Mr. Donaty. Within 135; yes. 

Mr. Orrick. May I say this, Mr. Jonas? I think there is a basic 
fallacy in the point you are making, to wit : That the Directors, Assist- 
ant Directors, are not working. 
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Of course, they are working. They have much more responsibility 
and a great deal more variegated types of work than is a person who 
is working on a single job. They are in many things rather than one 
thing for the most part. 


EXECUTIVE DIRECTOR 


Mr. Jonas. You have the Executive Director of the Commission who 
isan 18 in charge of this overall administrative work but he, I guess, 
js a director and does not actually do any pencil pushing in there. 
[ would not expect he does. He is a director in fact as well as In 
title; is he not ¢ 

Mr. Gapspy. I think you will find he also does plenty of work. 

Mr. Jonas. I did not think he had time to do much because he is 
running the entire show and you have got him in here as head of this 
Division as ex officio. Isn’t that right? 

Mr. Gapspy. He has the office next to mine and I can vouch for the 
fact that he keeps pretty busy. I have got my eye on him all the 
while. 


ADDITIONAL POSITIONS FOR THE DIVISION OF ADMINISTRATIVE 
MANAGEMENT 


Mr. Jonas. I just mention those two offices, Division of Adminis- 
trative Management and the Office of Opinion Writing. I am not 
going into each one of the divisions, but they seem to illustrate to me or 
bear out my own view that I have already expressed. I confess that 
Ican be wrong about it, but I have a right to my opinion, and it is 
that you are overstaffed at the direction level, but you might need 
more people down in the working level. 

Mr. Gapssy. That is what we are asking for. 

Mr. Jonas. But if you get these 92 new people, how many of them 
are you going to put in Administrative Management ? 

Mr. Donary. There are seven: Five grade 2 file clerks, one tabulat- 
ing equipment operator for myself, and one clerk, grade 3, in person- 
nel to do nonpersonnel work, sir. So the highest grade in Adminis- 
trative Management of seven jobs, I think, is about a grade 3 or 4. 

Mr. Jonas. I have no other questions. 

Mr. Orrick. Could I make one point, Mr. Chairman ? 

Mr. THomas. Yes, sir. 

Mr. Orrick. On the point that you make relative to supervision, in 
my concept that one of the very, or most important underpinnings of 
the reliability of this agency is the fact that it does have the checks 
and balances of different levels of supervisory personnel so that in 
handling complex financial problems, one man’s judgment is not the 
controlling factor. His opinion is dealt with and considered by his 
superior and as a result when the work comes out at the other end of 
the pipeline it is about as close to being accurate and complete and 
right as it can humanly be. 

Mr. Ruopes. Mr. Chairman, I would like to put this off the record, 
if [may. 

(Discussion off the record.) 
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SPECIALIZATION IN EXAMINING BRANCHES 


Mr. Ruopes. I wanted to ask you about page 34, which deals with 
the Division of Corporation Finance. You are asking for seven 
financial analysts in addition, GS-11, and 10 attorneys ‘Gs- 11, and 
15 various GS-8 and under. 

it sounds, Mr. Woodside, like you are creating about seven new 
teams ? 

Mr. Woopnsipe. No. It will probably result in our being able to 
create two new teams and we will strengthen some of the existin 
teams and then we are badly in need of some clerical people to take 

‘are of the production now going on and anticipated. 

Mr. Ruopes. Have you ever “thought of specializing any of those 
teams ? 

Mr. Woopsipre. Yes, sir. That has been something that has been 
considered at various times ever since we started in business. 

Mr. Ruopes. I wonder if you might effect some economies if you 
tried it? 

Mr. Woopsipe. We have done it for short periods in times of emer- 
gency but it does not result in the best use of your personnel because 
the financing in this country does not follow any set pattern. 

You may have a unit that is set up that is thoroughly familiar with 
the metallurgical industries and at a particular time in a cycle there 
won’t be much. On the other hand your oils may be very active and 
if you have got a small team of oil experts the incoming oil volume is 
such that they could not handle it so we have got to have people avail- 
able in a division who are pretty nearly able to handle anything that 
comes along. 

Mr. Ruoves. I realize you must have flexibility. Obviously the 
people on your teams are going to have to be f: uniliar with practically 
the whole gamut of your business. The point is this: If you get 
an oil case, wouldn’t it be well to have, say, Team A-2, which has spe- 
cialized in oil and therefore you would give this to "Team A-2 and 
maybe skip them on the next general go-round ! 

Mr. Woopsive. To some extent it works that way now, because a 
company in the oil industry that once comes in and registers with the 
Commission is assigned to a particular unit and it stays there. Any 
further financing by that company or its subsidiaries will come to 
that unit. 

Mr. Ruopes. If another oil company comes in they might well be 
given to another team. 

Mr. Woopsine. It probably would be given to another team. 

Mr. Ruopes. That is my point. 

I realize that you might not have enough oil business to keep one 
team busy all the time, but if you could just make sure that this one 
team got all the oil business and then they took care of whatever else 
might come in to fill up their time until another piece of oil business 

ame along. 

Mr. Woopsine. The critical specialization in the oil cases for exam- 
ple is the matter of oil reserves and oil technology and every one of 
those cases is reviewed by our petroleum engineers. 

We get the benefit of a certain degree of specialization in that 
respect. 
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Mr. Ruopes. I am not trying to tell you how you are to run your 
business. 

Mr. Woopsinr. We have tried it. To illustrate my point, in 1954 
and 1955 there weren’t enough people in the whole Commission that 
knew enough about uranium to be able to handle the flood of uranium 
eases we had. 

Mr. Ruopres. We remember that very well. 

Mr. Gapspy. Now there are no uranium cases. 

Mr. Ruopres. Maybe you will have to transfer the uranium experts 
over to some other project. 


DISTRIBUTION OF ADDITIONAL PERSONNEL REQUESTED 


I note your regional offices are asking for 39 new positions and 
Washington is asking for 53. 

I also note that of the 53 in Washington that 32 are in the Division 
of Corporation Finance which, from the charts on the wall as to the 
backlog, I think is a pretty good ratio. 

I might say I might like it a little bit personally from the looks of 
the bs cklog if there were even more of the 53 dedicated to corporation 
finance. 

What, primarily, will the new personnel in the regional offices be 
doing ? 

Mr. Gapssy. Investigative and enforcement work, which is the 
main function of the regional offices. 

Mr. Rnopes. Take the New York regional office which asks for 20 
additional positions. Will that be investigative work primarily ? 

Mr. Gapspy. Investigative and enforcement work as well as invest- 
ment company inspections. 

Mr. Ruopes. With special emphasis on the exchanges themselves? 

Mr. Gapssy. The New York office happens to be in the same city 
with the exchanges and bears the brunt of the supervision of the 
brokers and big br okerage offices. 

Mr. Ruopes. I noted in the section on travel that the only additional 
travel you are asking for is for the persons who will fill the extra 
positions that you have requested ? 

Mr. Gapssy. That is right. 

Mr. Ruopes. So that if all those positions were not granted, you 
would not need all the travel money; is that correct ? 

Mr. Gapsry. I am afraid we probably would because we never take 
into account the fact that fares go up. 

Mr. Ruopes. That is all, Mr. Chairman. 

Mr. Tuomas. Gentlemen, we thank you, and we like to do business 
with you. Come back to see us again. 

Good luck and good health to all of you. Don’t work too hard, but 
be sure to get that bi wklog down there in good shape. 
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Program and financing 





| 1959 actual | 1960 estimate | 1961 estimate 








— by activities: 


“| 
! 
. Regulation of carrier rates, practices, operating author- | 





comecenonanmetactewbekpibemeend } $4, 421, 331 $5, 121, 833 | $5, 366, 155 

2. Compliance (ee ee en ee Oe ee a ee | 4, 658, 091 4, 795, 949 4, 972, 624 
3. Supervision and analysis of carrier ac counting and sta- | 

SI ins Dente iin she cod cmetennesiahegdodgil-aet | 2,522,655 | 2, 674, 681 2, 853, 718 

4. Supe rvision and interpretation of tariffs...............- 1, 262, 478 1, 303, 893 1, 384, 193 
5. Railroad safety and car service: | 

Ts Sarre a ee ee eee | 980, 579 993, 389 | 995, 878 

(6) Railroad safety...................- paaeinnicenton 1, 506, O87 | 1, 537, 650 1, 567, 000 

) Loesomotive inupection.....................-... 1, 049, 777 | 1, 054, 550 1, 094, 500 

Ss aa ee 28, 393 ae ooucoceen 

7. Executive and advisory functions. ---. apuebetnnen 1, 112, 385 | 1, 144, 370 1, 197, 813 

8. General management and administr: NEL, dcicinesines 1, 001, 106 1, 023, 685 | 1, 068, 119 

I ek sl Sodas | 18, 742, 882 | 19,650,000} 20, 500,000 

Financing: | 
Unobligated balance no longer available ---..............-- 4,918 |.......-.-..--|----------e0-- 
Appropriation (new obligational authority) -_............ 18, 747, 800 19, 650, “000 | 20, 500, 000 
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Object classification 





| | 
| 1959 actual | 1960 estimate 1961 estimate 





Total number of permanent positions. 




















a a eae 2, 342 2, 409 2, 501 
Average number of all employees- -...................--...--- 2, 268 | 2, 360 2, 437 
Number of employees at end of year___.....-.---..-..--..-..- 2, 283 2, 351 2, 443 
Average GS grade and salary__............----...-.-.-.-.---- | 8.4 $6,822 | 8.5 $6, 850 | 8. 5 $6,854 
0] Personal services: 
a fe ae ee = ee ee $15, 509, 862 $16, 309, 473 $16, 843, 641 
Positions other than permanent..............--...---- | WE Lapenc one graesuianrenianipbiess 
Other personal services... 23.2... .-. 2 ches } 69, 833 | 134, 903 75, 500 
abel perniel CONNER. 8 ec hiiccsrcccamiadiemowanten 15,580,491 | 16,444,376 16, 919, 141 
@ Travel.. Suid buns aoberabdvnkt idea delstieeed 1, 137, 369 | 1, 117, 818 1, 164, 083 
3 Transportation Toa... ee ee 29, 740 | 33, 050 33, 050 
 aeemmmunicontion serviogs................<cesde-bessaesnece 114, 940 112, 000 116, 291 
ES SSS Se RT IEE: ree | 72, 320 | 73, 700 76, 100 
on Tg, ee eee ee 103, 143 | 100, 000 124, 000 
en Gin SONPOGUOLION. . oo. cocddeben-Sedcsnneuwese 201, 283 | 190, 000 254, 550 
me apeener COMGPOCtUS BOrvaoes.., . . ne ne ewe ewes eocnnn 138, 960 | 145, 395 284, 185 
ones Gmne sttateriels ood. oss boon seen wkd 238, 882 | 233, 150 242, 370 
tho. nccnew deta uk k= oite blame iitnonedintaaesineiell 155, 461 | 169, 580 226, 212 
11 Grants, subsidies, and contributions. .......-.-------.---- | 960, 799 | 1, 022, - 1, 051, 378 
13 Refunds, awards, and indemnities. ......................- | 390 | 500 
PEGE MONNNENIDONTOD.. <n ccc cewnccecnee Se ee 9, 104 | 8, 40 8, 140 
I i | 18, 742, 882 19, 650, 000° 20, 500, 000 


Mr. Tuomas. Gentlemen, the committee will please come to order. 

We have with us this morning the Interstate Commerce Commis- 
sion, one of the grand old agencies of this Government. It is the 
forerunner of most of us, and has a wealth of talent. 

It is certainly nice to welcome aboard our distinguished Chairman 
here, Mr. Winchell, Commissioner Tuggle, and Commissioner Freas. 
We are getting some seniority here. Also we are happy to welcome 
Commissioner Murphy. Where is Commissioner Walrath? 

Mr. Wincuett. He called me just before I left the office and said 
he would not be ‘able to make it. He had planned on being here. 

Mr. Tuomas. Tell him we miss him. 

Mr. Wincue tt. I shall do that. 

Mr. Tuomas. Then we have Commissioner McPherson and our old 
friends and former colleagues of many years’ standing, Commissioner 
Goff and Commissioner Herring. We also are glad to have with 
us Mr. Schmid, the Managing Director; Mr..Weiss, the assistant to 
the Managing Director, Mr. Ryan, the Budget and Fiscal Officer, and 
Mr. Lotito. Assistant Budget ‘Officer. Where is Mr. McC oy? 

Mr. McCoy. Right here, sir. 

Mr. Tuomas. It i is good to see you. 

Then we have the ‘General Counsel, Mr. Ginnane. Where is he? 

Mr. Ginnane. Right here, sir. 

Mr. Tronmas. It is nice to see you. 

Mr. Wincue tu. Besides Commissioner Walrath, the other three 
Commissioners are absent because they have an oral argument set 
before Division 3. 

Mr. Tromas. Then we have the Director of the Bureau of Accounts, 
Mr. Emken. 

Mr. Emxen. I am right here, sir. 

Mr. Trromas. How are you this morning? 

Mr. Emxen. Fine, sir. 

Then we have Mr. Baker, the Director of the Bureau of Fimance. 
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Mr. Baker. I am right here, sir. 

Mr. Tuomas. Then we have Mr. Walter, the Director of the Bureay 
of Inquiry and Compliance. 

Mr. Water. Right here, sir. 

Mr. Tuomas. How are you this morning, sir? 

Mr. Water. Fine; thank you. 

Mr. Tuomas. In just look looking over this Bureau you have a 
pretty good sized one. 

Then we have the Director of Motor Carriers, Mr. Qualls. There 
is a gentleman who is really growing. Where is Mr. Qualls? 

Mr. Quatits. Here, sir. 

Mr. Tuomas. I note you have 522 people in your Division. Has 
he not been growing in the last 10 years? 

How many vehicles do you have operating now? Is that 1,540,014? 

Mr. Qvatts. I think that is about right. 

Mr. Tuomas. Then we have Mr. Stillwell, who is the Director of 
the Bureau of Operating Rights: Mr. Aplin, Director of the Bureay 
of Rates and Practices; Mr. Taylor, Director of the Bureau of Safety 
and Service. 

Where is Mr. Taylor? 

Mr. Taytor. I am right here, sir. 

Mr. Tuomas. How are you doing? 

Mr. Taytor. Very good; thank you. 

Mr. Tuomas. It is nice to see you. 

Then we have Mr. Cox, the Director of the Bureau of Traffic; Mr. 
Margolin, Director of the Bureau of Transport Economics and Sta- 
tistics, and Mr. Nowell, Director of the Bureau of Water Carriers 
and Freight Forwarders. 

Every organization has to have one of these real first-rate brain 
trusters. Where is Mr. Margolin ? 

Mr. Marcorrn. I am here, sir. 

Mr. Tuomas. Well, this is a distinguished list of gentlemen, and 
we are delighted to have you all here. 

Mr. Chairman, do you have a statement for us? 

Mr. WrncuHett. Yes, sir; I have, Mr. Chairman. 

Mr. Tuomas. We should like to hear you talk. 


GENERAL STATEMENT 


Mr. Wrincueti. Mr. Chairman and members of the committee, I 
appreciate this opportunity to discuss the budget request for the 
Commission for the fiscal year 1961. The President’s budget includes 
for the Commission a total of $20,500,000 and 2,501 positions for the 
fiscal year 1961. This represents an increase of $850,000 and 92 po- 
sitions over the $19,650,000 and 2,409 positions appropriated for the 
current fiscal year. However, the 1961 budget estimate includes 
$132.258 to cover the cost of the Commission’s contribution for the 
employee health benefits program which becomes effective on July 10, 
1960. Accordingly, on a comparative basis the 1961 budget provides 
a net increase of $717,742. 

The increases requested for 1961 are needed primarily for the con- 
tinued increase in the formal case work involving motor carriers, ur- 
gently needed improvements in our ability to develop essential eco- 
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nomic and current cost data through research and cost studies, vitally 
needed increases in our enforcement program, the necessity to provide 
adequate review of tariffs, and increased costs which are uncon- 
trollable. 

MOTOR CARRIER APPLICATIONS 


I would like to describe briefly some of the areas where we are very 
much of the opinion that increased appropriations are necessary in 
order that the Commission may carry out its obligations and responsi- 
bilities. For the past 4 or 5 years, the number of applications for 

rmanent motor carrier authority has steadily increased by approxi- 
mately 10 percent each year. In 1959 the increase was 443 such ap- 
ications, which is an increase of approximately 12 percent over the 
8.648 applications received in 1958. We fully expect this trend to 
continue in 1960 and into 1961. At the end of the fiscal year 1959, 
there remain for final processing 434 contract to common carrier 
conversion cases under legislation passed in 1957 and 868 applications 
for “grandfather” authority under the Transportation Act of 1958. 
In addition, the number of regular applications pending on December 
$1, 1959, represents an increase of 45 percent over the number pending 
ayear ago. Although we added 12 examiners to this work during the 
current fiscal year, additional examiners are included in the 1961 
estimate to keep the backlog of work in this area from further in- 
creasing and to at least make an effort to reduce the number of cases 
now pending before us. 


ACCOUNTING AND COST FINDING 


The continued effort by carriers to seek changes in rates and the 
installation of new and novel service features has increased the de- 
mand for more current and detailed cost data. A comprehensive 
study of our accounting and cost-finding programs made by the Bu- 
reau of the Budget indicated an urgent need to increase our efforts 
inthese areas. Our budget for 1961 provides funds for making neces- 
sary improvements in these programs and to provide for the develop- 
ment of transportation cost data for measuring competition in the 
transportation field. I would like to remind you again that the inclu- 
sion of current competitive factors in the adjudication of rate cases 
was urged by the Subcommittee on Surface Transportation in its re- 
port of April 30, 1958, printed in Senate Report No. 1647, Transporta- 
tion Act of 1958, dated June 3, 1958. During 1960 we were able to 
make small increases in these areas. However, we feel that our prog- 
ress in meeting the recommendations made in the study is inadequate. 
Our cost-finding studies in the motor carrier area are not sufficiently 
current for the development of cost-finding formulas. Therefore, we 
must resort to indexes to bring them up to date; this is not a satisfac- 
tory method of developing cost formulas. 


RESEARCH 


The 1961 budget includes additional funds to complete the estab- 
lishment of the motor carrier directory program which was started 
about a year and a half ago. Completion of this directory has been 
delayed primarily due to the lack of sufficient staff. In order to begin 
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this program we temporarily assigned seven employees from our re- 
search staff to develop and establish this directory. Progress has not 
met expectations, due to increased receipts of motor carrier applications 
and because we have had to expand the scope of the directory. This 
directory should be completed within a reasonable period. It is impor- 
tant, therefore, that the Commission be allowed the necessary appropri- 
ations to complete the establishment of the motor carrier directory by 
the end of 1961. Asstated before, staff from our research function was 
temporarily assigned to the motor carrier directory program and, con- 
sequently, adequate staff has not been available to perform the neces- 
sary economic studies and analyses which are essential in order that 
the Commission may be fully informed with respect to current trans- 
portation problems which are factors in matters before the Commis- 
sion. We have requested funds in this budget to restore the research 
staff to about the level maintained prior to the diversion of personnel 
to establish the motor carrier directory. 


ENFORCEMENT 


Because of the increased number of cases of alleged violations of law 
and regulations which require investigation and prosecution, our en- 
forcement program is seriously lagging. In order to have an effective 
enforcement program, complaints of alleged violations must be han- 
dled promptly. The number of investigations pending at the end of 
the fiscal year 1959 increased to 1,177 from 1,024 at the end of 1958. 
The number of court cases involving alleged violations pending at the 
end of 1959 totaled 379, an increase of 59 over the 320 pending in 1958, 
This increasing backlog in our enforcement activities is a serious 
detriment to an effective enforcement program. In addition, some 
of our investigatory work is being wasted because there are not enough 
attorneys to prepare timely court actions and thus necessitating rein- 
vestigation of a number of cases. The 1961 budget provides for in- 
creases in our enforcement staff which, we believe, will enable us to 
reduce the pending workload in this area to reasonable proportions. 


TARIFF EXAMINATIONS 


In our 1961 budget we are again asking for additional funds to 
increase our staff of tariff examiners. For some time, the Commission 
has been able to give only a partial examination to the approximately 
800,000 pages of tariffs filed annually with the Commission. In the 
budget document, on page 138, we have listed 10 items which are 
included in this partial examination of tariffs. You will note that 
these 10 items do not include examination of any of the rate material 
in the tariffs. This is the function that the Commission has been able 
to do to a very limited extent, for a number of years. Based on test 
checking, we know that there are many errors and ambiguities in the 
tariffs which have been perpetuated many times. The Interstate Com- 
merce Act and our tariff circulars issued thereunder require that tariffs 
be written so as to be clear. It is the Commission’s responsibility to 
see that these objectives are carried out, but with the insuflicient tariff 
examiner force, we are unable to perform this function satisfactorily. 
We earnestly believe that we should have a sufficient tariff force to 
enable us to make a thorough examination every year of at least 10 
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percent of all tariffs filed. The number of protests filed against tariffs 
and requesting their suspension continues to increase substantially. 
These protests must be handled within a limited time. Unless there 
js adequate staff to handle these protests within a very limited period, 
far-reaching actions must be taken without proper analysis or com- 
plete information. The 1961 budget provides for additional staff for 
our Board of Suspension to handle these protests properly. 


MOTOR CARRIER SAFETY 


The importance of highway transportation continues to increase 
and the number of motor carriers subject. to our safety regulations 
increases every year. Additional staff is requested in the 1961 budget 
in order that we will be able to handle an increased motor carrier 
safety workload ; to improve in the publicizing of statistical and acci- 
dent reports of motor carrier defects and accidents; and to achieve 
a greater degree of compliance with our motor carrier safety regu- 
lations. The additional motor carrier field supervisors and safety 
inspectors are required to reduce the excessive number of carriers 
assigned to some offices. 

OTHER EXPENSES 


Of the increases requested for 1961, about 44 percent are for objects 
other than personal services. I would like to call your attention to 
a few of these items, not because they are the only important ones, 
but because they are significant in amounts. 

As mentioned earlier, the budget provides $132,258 to cover the 
cost of the Commission’s contribution for the employee health bene- 
fits program. ‘This is a new item and was authorized during the last 
session of Congress (Public Law 86-382) to become effective July 
10, 1960. 

The 1961 budget includes a request for an increase of $46,265 for 
travel expenses, which is related primarily to the requested increase in 
personnel. As you know, in order to perform its responsibilities effec- 
tively, the Commission must have adequate travel funds. 

The budget provides an increase of $64,550 in our printing funds, of 
which $25,450 is for beginning the revision of the Interstate Commerce 
Acts annotated ; $14,000 to print volume 19 of the annotation ; $10,000 
for the republication of motor carrier safety regulations; and $15,100 
for the publication of the Commission’s rules of practice, necessary 
administrative orders, etc. 

Increases in other items are in proportion to increases requested for 
additional employees and to provide for the increased cost of materials 
and services, 

We sincerely believe that the amount requested for each item in this 
budget is essential for the Commission to carry out. its congressional 
mandates. We earnestly request your favorable consideration of our 
budget request for 1961. 

Thank you. 

Mr. THomas. That isan excellent statement, Mr. Chairman. 

Mr. Wincuett. Thank you. 

Mr. Tuomas. Do any of your brother Commissioners have anything 
to say ¢ 
What about you, Mr. Freas? You have not talked to us in a long 
time. 
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Mr. Freas. Well, I think the chairman has covered the thing pretty 
thoroughly, and I at the moment have nothing to add at all, but fully 
subscribe to what he has said. 

Mr. Tuomas. What about you, Commissioner Goff ? 

Mr. Gorr. I have been quite interested in your proceedings, Mr, 
Chairman. This is only the second time, I believe, or the second 
budget hearing at which I have been present before your committee 
since I have been a member of the Commission. I also subscribe to 
what has been said. 

Mr. Gorr. This is not for the record, Mr. Chairman. 

Mr. Tuomas. All right. 

Mr. Gorr. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Mr. Winchell, are your Chief Trial Examiners ayail- 
able ? 

Mr. Wrncnetxi. Our examiners are divided into three Bureaus, 
We have the heads of each one of those Bureaus here. 

Mr. Tuomas. Off the record. 

( Discussion off the record. ) 

We have been looking over this budget and, frankly, we have to 
take our hats off to the Interstate Commerce Commission. It is one 
of the best budgets I have ever seen, and sometimes I am afraid to say 
that certain information is not in here because I know it is. All you 
have to do is find it. It is there. It is absolutely astounding the 
amount of detail work which goes into this budget. It is a work of 
art. It is very full and very complete. 


SUPERGRADE POSITIONS 


I received this morning a copy of a letter which I think our very 
able chairman, Mr. Winchell, sent to the chairman of the Post Office 
and Civil Service Committee of the House, with reference to some 
supergrades. 

Mr. Wincuett. My understanding is that they have classified 
some positions within the Interstate Commerce Commission as quali- 
fied for supergrades, but they have no more supergrades to allocate. 

Mr. Tuomas. You mean written into the enabling act that you 
were qualified for so many jobs? 

Mr. Wrncuety. No; there was a survey of jobs, and we get more 
positions as a result of that survey. 

Mr. Tuomas. They are specifically allocated, Mr. Chairman, as 
well as I recall. I am shooting from the hip, however. So many 
were earmarked for the armed services, and a few were left un- 
allocated ? 

Mr. Wincueww. That is my understanding, but the Civil Service 
Commission has determined that some of the positions in the ICC 
qualify by their duties and responsibilities for suwpergrades, but they 
have no more supergrades. 

Mr. Tuomas. In other words, they gave them to someone else 
other than you? 

Mr. Scum. Mr. Chairman, I did confer with the Civil Service 
Commission on this problem. They did get about 93 additional posi- 
tions last year. 

Mr. Tuomas. How many did you get ? 
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Mr. Scumip. We got one. 

Mr. Tuomas. What grade was it? 

Mr. Scum. We got a grade GS-17 for our Secretary. Of the 
93 additional spaces they received, about two-thirds of those were 
earmarked by the Congress, and actually they had only about 35 or 
40 to give to the entire Federal Government. 

Mr. Tuomas. I thought there was a considerably larger number 
than that. 

Mr. Scumip. As a matter of fact, I told the Civil Service Com- 
mission we were going to prepare and send this letter up because of 
19 Bureau Directors, seven are in grade GS-17, and three are not. 

Mr. THoMas. 277 jobs were in the bill ; were there not ? 

Mr. Wincuetu. Of course, that includes the Defense Department. 

Mr. Tuomas. I think 50 or 75 were allocated to the Department 
of Defense, and the remainder were unearmarked. Out of that num- 
ber—whatever it was—the Interstate Commerce Commission got one 
grade 17, and the purpose of this letter is to point up your need for one 
grade 18, three additional grade 17’s, and five additional grade 16’s; 
is that right ? 

Mr. Scumip. That is correct, Mr. Chairman. 

Mr. Tuomas. So, that amounts to nine more supergrades. 

Let me see how raany you have now. You have now the 1 grade 
18, 8 grade 17’s, and 11 grade 16’s, which now total up to 20, and you 
are seeking an additional grade 18, 3 more grade 17’s, and 5 grade 16’s. 

That would give you a total of 29. 

Well, it certainly looks like you are entitled to some more super- 

rades. 

What does the Civil Service Commission say to you? 

Mr. Scumm. The Civil Service Commission, Mr. Chairman, has 
evaluated these jobs at the level that we specified in that letter, but 
they tell us, and I know this to be a fact, that they have insufficient 
spaces, particularly at the grade 17 level—in fact, at all those levels— 
to give us any more than we now have. 

Mr. Tuomas. What is the grade of the Director of the Bureau of 
Traffic now? Is that a grade 16? 

Mr. Scum. He isa grade 16. 

Mr. Tuomas. What about the Bureau of Compliance? 

Mr. Scumip. He isa grade 16. 

Mr. Tuomas. What about the Director of the Transport Economics 
and Statistics? 

Mr. Scumip. He is a grade 16. Those three men are one grade 
below their contemporaries, who are all grade 17, sir. 

Mr. Tuomas. I think you have a good, strong case. 

Mr. Scumip. Thank you. 

Mr. Tuomas. You have a good many Bureaus. You have 9 or 10 
Bureaus, but when the chips are down, the vast majority of your 
work falls into the Bureau of Motor Carriers, Finance, Operating 
Rights, Rates and Practices; is that correct? 

Mr. Wincue.u. Yes, sir. There is also our Bureau of Inquiry and 
Compliance. 

Mr. Tuomas. Do the Bureaus that I mentioned cover the backbone 
of the Commission’s work on a day-to-day basis for regulating and 
operating the carriers? 
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You have your Economic Studies, you have your Cost Studies, you 
have your Housekeeping Activities, and so forth. When you get right 
down to the basis of it, you have four big Bureaus which sit here ip 
Washington. The lion’s share of the Bureau of Motor Carriers’ 
work is done in the field, and their efforts are scattered between these 
other four Bureaus—Finance, Operating Rights, Rates and Practices, 
and Traffic. Is that substantially cor rect ? 

Mr. WIncHELL. Substantially. 

However, not all of the motor carrier work is done in the field, 

Mr. Tomas. It is scattered through these four Bureaus. You 
have over 400 people in the field. You have three-fourths of your 
motor carrier personnel in the field, and not in the District of 
Columbia. 

Mr. Scumip. Mr. Chairman, I think you have reference to our 
formal proceedings work, do you not? T think you are correct in 
that because you have named all the Bureaus- 

Mr. Tuomas. Which get the job done. 

Mr. Scumip. That is our formal proceedings work, but our two 
largest Bureaus are not in those areas. Our two largest Bureaus are 
the Bureau of Motor Carriers and the Bureau of Safe ty and Service. 
Actually, they do not handle any of the formal proceedings work. 

Mr. Tuomas. I understand. That is more or less coincidental to 
your main function here in the District of Columbia. You cannot 
keep the railroads, the ship lines, and motor carriers going without 
these four big Bureaus? 

Mr. Scumip. That is correct. 

Mr. Tuomas. Your Safety and Practices Bureaus as well as your 
others dovetail in with it? 

Mr. Scumip. Yes, sir. 





DISTRIBUTION OF PERSONNEL AND ORGANIZATION 


Mr. Tuomas. I am just wondering, if you were to sit down and 
break your chart down, if the Commission is really getting the most 
out of its present personnel setup. By that, I do not mean to say 
that A or B is not making his contribution, but I mean is he in the 
right spot to make his best contribution ? 

Take a look at your chart back here in the justifications. Some- 
times we get so close to the forest that we do not see the trees. 

In the Commissioners’ offices you have 60 people and no one is going 
to complain about the Commissioners having an ample staff. 

Then you have the Managing Director with five people; I imagine 
he has his hands full. 

Then we have the Secretary, with 17 people, and he has an Assistant. 
So, there are 17 people there. 

You cannot get along without your lawyers. The Office of the Gen- 
eral Counsel has 19, but that does not tell near the tale when you get 
through. You have more lawyers than you have hearing examiners, 
and they are scattered throughout the Bureaus. 

Mr. Tucetr. Throughout the Commission. 

Mr. Tuomas. Here is your Section of Dockets and your Mail Sec- 
tions. However, let us look at the Sections which keep your Bureaus 
and the Commissioners’ offices going. 
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You have the Section of Dockets and you have 103 people there; in 
Mail you have 30; in Budget and Finance you have 31; Administrative 
Services 103; in the Personnel Office, 20, or a ratio of 135 to 1. 

That means you have how many people? Is that figure around 
3,000 

Then, you get over here to your big Bureaus. 

You have about $64,000 in here for Printing and Binding, over 
and above what you had last year. Is it more important to have 
$64,000 in Printing and Binding than to have four or six more good 
men in some of these Bureaus ? 

I am just looking at your picture from an overall point of view. 
You deal with this thing every day, and sometimes I think you are 
so close to it and so wrapped up in it that you do not have time to look 
at the thing from an overall point of view. 

Of course, the Bureau of Accounts, Cost Finding, and Valuation 
is important, but you have 125 people in it, and then you come back 
over ea to the Bureau of Transport Economics and Statistics and 
how many do you have in that Bureau ? 

You have 185, if [remember correctly. 

I just did a little rapid calculation, and find that you have better 
than 10 percent of your entire personnel doing studies. You want to 
spend $254,000 on publications. How much manpower and how 
much in dollars and cents does it take to supply the brains to pay for 
that printing bill ? 

It must be on a ratio of at least 4 or 5 to 1. 

I do not know what you are going to do about your Bureau of 
Motor Carriers. You cannot control your workload there. 

The Commissioner pointed out that he is growing by leaps and 
bounds. He has over 1.5 million trucks and buses to regulate. Cer- 
tainly, it has doubled in the last 10 years, and the probabilities are it 
will double in another 10 years. 

I understand the automotive industry is planning on producing 7 
million cars this year; is that right ? 

Mr. WincHety. That is the estimate. 

Mr. Tuomas. If it does, you are going to get more than your part 
of it, I am afraid. 

The point I am merely raising for you gentlemen to think about 
is this: ‘Take an overall look at your general setup and see if there 
is some way of doing some consolidating or changing around. You 
have to give a man his day in court. He cannot come over and de- 
mand a hearing and you turn your back on him. There is no ques- 
tion about that. You are in the unfortunate position that you can- 
not control the lion’s share of your workload. It is not originated 
in the Commission. It is originated outside the Commission, and 
you cannot control it. 


FIELD SERVICE ORGANIZATION 


What part of your personnel of the Bureau of Motor Carriers is in 
the field ? 

Thad a rough estimate of about three-fourths. 

Mr. Quatts. About three-fourths; yes, sir. 

Mr. Tuomas. How many offices do you have? You have a very 
fine chart here which contains a wealth of information. 
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Do the Commissioners ever have time to look at one of these charts? 
Turn back to the back of the justifications. This chart is really a 
work of art. You set out four Bureaus—the Bureau of Accounts, 
Cost Finding, and Valuation, the Bureau of Inquiry and C ompliance, 
the Bureau of Motor C arriers, the Bureau of Safety and Service, and 
you left out your big Bureaus of Finance and Operating Rights. 

Mr. Scumip. T hey have no field staff. 

Mr. Tuomas. There is also the Bureau of Traffic. This includes 
nothing but the field staff ¢ 

Mr. Scumip. That is correct. It is the distribution of the field em- 
ployees, and in response to your question a little bit ago, we have 13 
regional offices, and w ithin each one of those regions we have a 
number of offices. 


FIELD ORGANIZATION OF BUREAU OF MOTOR CARRIERS 


Mr. Tuomas. You have 13 regional offices for the Bureau of Motor 
Carriers? How many offices do you have? You have over 100; 
do you not ? 

Mr. Ryan. Ninety-two. 

Mr. Tuomas. Isit 92? 

Mr. Ryan. Yes, sir. 

Mr. Tuomas. On page 88 of your justifications, if my memory 
serves me correctly, you have a table on your motor carriers and it is 
quite excellent. No; it is page 89. 

Information is shown by working titles and the positions authorized 
for 1960, and those requested for 1961. 

This is your Bureau of Motor Carriers ? 

Mr.Scumip. Yes, sir. 

Mr. Tuomas. In 1960 you had 427 positions, and you want to 
increase that by 10? 

Mr. Scumip. Yes, sir. 

Mr. Tuomas. That table sets out the fact that 420 of that 427 men 
are in the field for 1960, and that 430 out of the 437 of the requested 
number in 1961 will be in the field. 

You set out the district directors at 13. They are the directors of 
each one of your big offices. You have 2 assistant district directors, 
123 district supervisors, and so forth. 

Just what do you mean by “district supervisors. * What are their 
classifications and what are their duties? 

Mr. Wrncue tt. They are stationed in the branch offices of the field 
offices. Director Qualls can cover that in more detail. 

Mr. Tuomas. Mr. Director, give us a little more detail on these 
items. 

FUNCTION AND AUTHORITY OF THE FIELD OFFICES 


Mr. Quatxs. Those district supervisors are in grade 12. They start 
in grade 11, and go to grade 12. They are stationed not only in the 
district offices, but also in what we call the supervisory offices and 
they handle most of the field work with respect to the motor carriers. 
They handle all phases of the Commission’s work with respect to 
motor carriers which is a responsibility of the Bureau of Motor 
Carriers. They do some safety work, although we have safety In- 
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spectors, and they investigate complaints and furnish information to 
the shippers, to the public, and to motor carriers. 

Mr. THomas. They are not going to issue any certificates, are they 

Mr. Quatu:. No, sir. 

Mr. THoMAs. If a man comes up to that director down there and 
says “I want to enlarge my route, here,” he is not going to pass on 
that ? 

Mr. Quatis. No, sir; they only handle temporary authority appli- 
cations. They receive them and ‘investigate them and make a recom- 
mendation to Washington. But, they issue no operating authority 
and have nothing to do with it exe ept to make rec ‘ommendations to 
the Washington office. 

Mr. THomAs. Do they receive all of the complaints ? 

Mr. Quatis. Most of them; yes, sir. 

Mr. THomas. A lady, who was quite irate over a traffic matter, was 
in my Office this summer. She and her family had been transferred 
from some Government installation to another one. and had been 
overcharged for two or three items. She was very much put out 
about it. 

She talked to an agent of the carrier and was told that the rates 
were posted on the bulletin board at the courthouse; if she did not 
know what the rates were, that was too bad for he did not make them 
and could not change them. She alleged that the packing charge 
which the carrier charged her was about twice what anyone else 
would charge. Apparently she had moved four or five times and 
knew something about rates, freight, and handling charges. 

Does the district supervisor attempt to straighten out those 
matters ? 

Mr. Quattis. Yes, mn that is right. We get hundreds of such 
complaints every year. We receive about 15,000 complaints a year. 

Mr. Tuomas. Wh: = can be done about it? Do you investigate the 
rates, then ? 

Mr. Quatts. Yes, sir; we investigate them to see whether or not 
they were charged according to the tariff. 


HIGHWAY SAFETY 


Mr. Tuomas. I note that you have 101 safety inspectors. Just 
exactly what are their duties, and where are they stationed ? 

Mr. Quauis. They are stationed throughout the country. 

Mr. Txoas. I believe your justification states that they are sta- 
tioned usually on your largest highways and most traveled highways. 

Mr. Quattis. They are located in our field offices, Mr. Chairman, 
and their duties are primarily to enforce the Commission’s safety 
regulations, and work with the carriers. 

Mr. Toomas. They work with the compliance features, hours, and 
so forth ? 

Mr. Quauts. Yes, sir; hours of service, condition of vehicles, and 
the various regulations that the Commission establishes. That in- 
cludes also migrant workers—transportation of migrant workers— 
operation of bus lines, and truck lines. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 
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Just what effort is made by the Commission to get the wholehearted 
and unstinted cooperation of the State authorities in helping you with 
the accident safety program? Of course, I understand when you get 
to the railroad industry that is a technical matter, and the States never 
have assumed any jurisdiction because they do not have the people. 

Mr. Quatis. We have, in fact, very close relationships with the 
State enforcement officials in practically all of the States. Some of 
them cooperate better than others, of course, but we have been work- 
ing with them daily on our safety work throughout the United 
States—with practically all of the State officials of all the various 
States. 

Mr. Gorr. That goes also for the regulatory bodies. 

Mr. Quauts. That is right; the highway patrolmen and State regu- 
latory commissions, and any State agency that has any responsibility 
with respect to this type of work. 

Mr. Tuomas. Let us look at a few more fundamental facts here: 

Again, I cannot avoid repeating the wealth of information which 
appears in your justifications, 





OBLIGATIONS BY OBJECTS 


At this point in the record we shall insert page 1 of the justifications, 
(The page referred to follows :) 


Obligations by objects 








Object classification | 1960 estimate | 1961 estimate 





$$ .-$ $$ - —_—_—_—— —_--— —_——_ |——— = j— 
j 
| 


Number of permanent positions: | 
} 


Departmental. .............- Si a ee dine Race nansinnee aiupeeniel ee 1, 595 | 1, 666 
NS ee at Aces EI ihe wpnknnavnasediconntnteesnnies 814 | 835 
A erate a all ee ee aa caine 2, 409 | 2, 501 
ea an 00s GINNTOIE nahh enriiinnectbwcnsodémecteend-ens 2, 360 | 2, 437 
01 Personal services. .........-..-- ins en smi eaniedins | $16, 444, 376 | $16, 919, 141 
ee ee ee | 1,117, 818 | 1, 164, 083 
03 Transportation of things...........---.---- abowenehe maceal 33, 050 | 33, 050 
04 Communication services andsbbbbuidshddbysabhsolibetesdidebied 112, 000 | 116, 291 
Penalty mail--_-- a a ied aehehaeli a daliit | 73, 700 | 76, 100 
05 Rents and utility services : ie fe uti | 100, 000 | 124, 000 
G6 Printing and sepreGnetan.. . .. . . .-.~ seccneesc cp one onc -- ange on swat 190, 000 | 254, 550 
07 Other contractual services -_- eae ; Lavemanaaamaaeel 145, 395 | 151, 927 
Contribution to health benefits program _-- : ad 132, 258 
OR IE AIRE MOONEE & 0 etn nog b ocepecnceccesens dicuettteaaeaeiemenl 233, 150 242, 370 
09 Equipment__-_-_-_-_- giana ecaticiepetiberanan se . : 169, 580 | 226, 212 
11 Grants, subsidies and contributions: | 
Contribution to retirement fund__- scl tetl Dia  nn ceria a 1,022, 291 | 1, 051, 378 
13 Refunds, awards, and indemnities i : abAinpipathilen 500 500 
ee eaddcenn nn peneesannonenapbend 8, 140 | 8, 140 
Rtas aiinddd <gasddeebopbbddcdinddsindpainmnbbenaiee’ 19, 650, 000 20, 500, 000 





Mr. Tromas. There is shown the budget for 1960 in the amount of 
$19,650,000, and the 1961 estimate, or request, of $20.5 million for 
1961, which represents about a $850,000 increase. 

For 1960 you have a total of 2,409 positions, and you are seeking 
to increase that to 2,501, an increase of 92 positions. 


APPROPRIATIONS AND ESTIMATES, 1948-61 


These first four pages of your justifications are very, very inter- 
esting. You supply us with a table here that is very interesting, 
and we shall put table 6 in the record. 
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(The table referred to follows:) 


Statement showing the total appropriations for the fiscal years 1948-60, and 
budget estimates for the fiscal years 1948-61 


APPROPRIATIONS ESTIMATES 
ee ....u $10, 743, 000) 1946. .__... a _. $11, 898, 000 
a . 10, 894, 317] 1949_____- _... 11, 229, 000 
Publie 119 (Pay Act) - - -- 441, 000} H. Doc. 149__ 3 441, 000 
1950_- -- - _ 11, 233, 000 | 1950__- , 11, 330, 100 
Supplemental (2d) __- j Supplemental (H. Doc. 
Deficiency (Pay Act) 183, 700 ae ns 6, 000 
Deficiency - - a ee H. Doc. 543_- ; 237, 500 
TE cam « 11, 608, 200} H. Doe. 544_ 7, 500 
Reduction (Publie 253) — 200, 000 | 1951- 11, 737, 200 
1952... -- - -.--. 10, 474, 535| Reduetion (H. Doc. 182) — 200, 000 
3dSupplemental (Pay Act) 1952 11, 542, 000 
(Public 375) 824, 000| H. Doc. 358 824, 000 
Reduction (Public 375, 1953 11, 778, 000 
ch. XIID) — 34, 500) 1954_ 12, 150, 000 
1953_---- ; 11, 003, 500 | 1955 11, 775, 000 
| a 11, 284, 000 | 1956 11, 975, 000 
1955_- - - - ! 11, 670, 000 | H. Doc. 34i 775, 000 
Public 123 (Pay Act) 172, 157 | 1957 14, 000, 000 
1956 12, 121, 000 | 1958 17, 500, 000 
Public 533 (Pay Act) 775, 000 | 1959. 17. 500. 000 
1957... -- 14, 879, 696| Supplemental (S. Doe. 
1958__- 16, 750, 000 110) 500, 000 
Public 85-472 (Pay Act 662, 375| Prenosed Supplemental 
1959_ 17, 000, 000 (Pay Act) 1, 524, 000 
Supplemental (Publie 85 1960_- 20, 150, 900 
766) _ - 300, 000 | 1961 20, 500, 000 
2d Supplemental (Pay Act) 
(Publie 86—30) 1, 447, 800 
1960__ -- poadbewdnrsk 09650: 60 





| Includes $170,000 for defense transport activites which was not provided for in the estimate for the Inter - 
state Commerce Commission. Funds for this activity prior to the fiscal year 1955 were appropriated to 
the Defense Transport Administration, a separate independent agency. The 1955 estimate includes 
$275,000 submitted by Defense Transport Administration. 


Mr. Tuomas. This table shows that in 1948 you received $10,743,000, 


and this year you want to go to $20,500,000, an increase of approxi- 
mately 100 percent. 


RELATION OF INCREASE TO FUNCTIONS AND RESPONSIBILITIES OF THE 
COMMISSION 


However, you do not have to go that far back. For the last 5 years 
you have had a 33.3 percent increase in employees—from 1955 to 1960. 
That is a pretty substantial increase. 

Mr. Jonas. Mr. Chairman, would you yield at that point ? 

Mr. Tuomas. Yes, sir. 

Mr. Jonas. The money figures go up on an average of $1 million 
a year for the last 6 years. There has been a $7,807,843 increase. 

Mr. Tuomas. And, these employees have been increasing in that 
same period at the rate of roughly 33.3 percent. 

Mr. Freas. If I may interrupt you to say this, that is certainly not 
a case of empire building. That is due to a lot of causes. Our 
economic situations do change, and we have many more carriers now 
than we had before. 


51632—60 25 
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Mr. Tuomas. That is motor carriers. You do not have any more 
railroads than you had before; you have fewer railroads; do you not? 

In my town they even closed up the depot. 

Mr. Freas. But there is more traffic to be handled. Freight for. 
warders and all the others taken together do more business. The 
enlarged staff is due also in very large measure to the increased juris- 
diction that we have gotten, notably the 1958 surface transportation 
bill. However, that is only one of many. Therefore, it is not a case 
of so many more employees doing the same kind of work. It is that of 
many more employees doing that greatly incre sased amount of work. 

My. Txomas. Let us see how accurate that is. Let us take your 
economic studies. They have gone up about 30 percent; your economic 
and valuation crew has gone up about 30 percent in the last 5 or 6 
years in employees. That has no direct bearing on the increase in 
traffic ; does it ¢ 

Mr. Wincuett. In suspension cases we need accurate, up-to-date 
information, and we need it in a hurry, because there is only a 30-day 
statutory period between the time the carrier files the rate and the 
time it becomes effective, and when you get up to 12 days before it is 
effective, in order to file a protest 

Mr. Tuomas. We agree with you that you have to have them, but 
does it take that many people every year to plow that same ground? 
If you were plowing in a virgin field, that would be something else, 
but they have been working in ‘this same field year in and year out for 
50 years. 

Mr. Wincue.y. The cost figures vary. Just as we cited in the 
opening statement, the figures of 1957 and 1958 have to be brought 
up to date by using indices, which is not a good method of determining 
costs in order to determine whether the rate is compensatory or not, 
and should be allowed to go into effect. 

Mr. Tuomas. If you have the basic figure, it certainly should not 
be too much trouble to bring it up to date from year to year. 

Mr. Wincue tt. Using a cost index—— 

Mr. Tuomas. Mr. Winchell, this is a field in which I am not an 
expert, and I could not make an intelligent argument with you. 

Mr. Tucerr. Mr. Chairman, may I add this with respect to the 
increase of $1 million a year over the last 10 years? 

Something over $3 million of that has come about as the result of 
the pay increases and not in more employees. 

Mr. Gorr. Mr. Chairman, for the record, my name is Goff—— 

Mr. Tuomas. Yes; Judge Abe Goff, for the record. 

Mr. Gorr. But, the Chairman is right. This is a constantly varying 
field, and we have a lot of little people to protect on these rate matters, 
and we have to have the information handy to use quickly when 
there is a question about suspending a rate. 

Mr. Tuomas. We want to protect not only the little ones but the 
big ones, as well. 

Mr. Gorr. Mr. Chairman, you mentioned the railroads were de- 
creasing in number, and therefore we had less work to do. 

I think the Chairman will tell you that some of the discountinuances 
and financial cases we have had have brought about a lot more work. 

Mr. Tuomas. They have to have a check before you will let them 
discontinue ¢ 





cosa 32°73 ~-2& 


_ 


un 
he 
of 


9 
1g 


rs, 
en 
he 
le- 


eS 


‘mm 


385 


Mr. Gorr. And, of course, there ought to be also mentioned the fact 
that in the 1958 act we were given the responsibility of guarantee on 
Joans to railroads that are in bad shape, and that has represented 
quite a lot of work. It is an entirely new field which we did not 
have before. 

Mr. Tuomas. That was the act of 1958; was it not? 

Mr. Gorr. Yes, sir. 

Mr. Scumip. Mr. Chairman, could I add a thought here also? 

Mr. Tuomas. You can do anything you want to. 

Mr. Scumip. I would like to point out that between the years 1950 
and 1960 our staff has increased only by 10 percent. My point is this: 
You are going back 5 years which immediately followed a 2- or 3-year 

riod when we were, for one reason or another, declining rather 
rapidly in total staff. Five years ago, a low point in our employment, 
we were not doing our job. We did not have enough men in the field 
of motor carrier work to do the job. 

Mr. Tuomas. I cannot agree with that. This is embarrassing to me. 
I have been telling my friends all over the country that you are one of 
the outstanding agencies in the Government. You would not want 
me to take that back; would you ? 

Is anyone going to agree with him over here, that you have not been 
doing the work ¢ 

Mr. Tuceir. No; but you will recall that there was an increase in 
safety work both in railroad safety and motor carrier safety. 

Mr. Scumip. My point is that through the help of the Bureau of the 
Budget and the committees of Congress we have been able to build up 
our staff to the point that we could meet the responsibilities placed 
upon us by the Congress. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


PROBLEMS OF RAILROAD TRANSPORTATION 


Mr. Osrerraa. I wanted to raise this question, Mr. Chairman, while 
we are on this general subject. Recognizing that you are basically a 
regulatory agency, a part and parcel of your operation is to study and 
analyze economic facets of transportation. 

This question of rail transportation in the light of developments 
that have taken place, that is, the modern or practical means of tans. 
portation, air and highway, has pretty much crippled or destroyed the 
railroads. Yet there are many that believe that the railroads are vital 
and essential to our economic well-being and that we cannot afford to 
have them collapse and fold up. 

What are the Commission’s findings as to what is happening and 
going to happen and what can or should be done about it ? 

Mr. Wincnett. Mr. Congressman, we regulate four or five com- 
peting forms of transportation. We have no promotional duties be- 
cause we could not select the rails in competition with the motor 
freight carriers and boost promotionally for the rails in competition. 

We have to represent the public and maintain a neutral position as 
far as competition between the various modes is concerned. CAB and 
some of the others regulate only one mode of transportation. They 
can come out with promotional ideas and assistance to the carriers. 
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Mr. Osrerrac. I didn’t use the word “promotion,” nor did T haye 
promotion in mind. I merely meant that in connection with your 
general duties and operations you do carry on economic studies and 
analyses. Certainly you must, in connection with such economic sty. 
dies, recognize or learn what is happening and what effect it is going 
to have. Isn’t that true? 

Mr. Wincuett. That is true. 

Mr. Osrerrac. That is what Iam trying to get at. 

Mr. Gorr. Mr. Chairman, and this is off the record 

(Discussion off the record. ) 

Mr. Osrerrac. Would it be possible for us to have the recommenda- 
tions Or summary in our record ? 

Mr. Freas. Yes. I think it should be made a part of the record, 
We did there what you are suggesting, Mr. Congressman. We ana- 
lyzed the situation as carefully as we could. We tried to find out 
why this deficit that had run up to $700 million a year existed and 
what could be done to eliminate it. But when it came to the final 
analysis about all we could do was point up the problem. We found 
a lot was due to what the chairman mentioned a while ago, the tax 
situation among the local States. All we could do was recommend, 
We found a lot of it was due to questions of service, for example, as 
Congressman Jonas suggested. We admonished the railroads. By 
and large there were things where we could only point up the prob- 
lem and recommend, and we were not in a position to do anything that 
would concretely eliminate it because it was entirely out of our 
control. 

Mr. Tuomas. There is another problem we have discussed here in 
times gone by that is of concern to us, and I know it is bound to be 
of concern to the Commission. If the railroads are in such financial 
condition that they have got to pull off these passenger trains, sup- 
pose the country gets in trouble from the national defense point of 
view. How are we going to transport the troops? We will not have 
the rolling stock, the trained personnel, and the operating equipment. 
In the event of a national defense emergency how would we be able 
to move them ? 

Mr. Tvecir. Actually, the Department of Defense has stockpiled 
some pullmans. They have perhaps 1,500. The report of the Special 
Subcommittee of the Armed Services Committee of the House has 
recommended that they go into that more and stockpile more pas- 
senger cars. 

Mr. Tuomas. What about the equipment that goes in them? What 
about the trained personnel to operate them after you get them! 

Mr. Tuceir. That is the problem. 

Mr. Osrertac. May I add, Mr. Chairman, that it is commonly 
known that in connection with our overall defense, and particularly 
with missile development, that eventually missiles will be launched 
from rails. If that development takes place, and it appears to be 
inevitable, then there, again, is an association between rails and our 
defense, a very direct one. 

Mr. Tvuceir. May I mention two other things in answer to your 
anestion as to what could help the railroads? One of them is without 
the field of the Commission, and the field of Government, for that 
matter, and that is consolidations. Undoubtedly, there are a number 
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of consolidations that would eliminate duplicate facilities, duplicate 
terminals, duplicate depots that are taxed twice—they only need one 
of them, but that is something that has to be generated within the 
railroad management, itself. The law is not adverse tothat. In fact, 
congressional policy has encouraged it the way the law is written. 

The other roblem is how can the railroads get hold of enough 
money to modernize their plant? By that I mean instead of having 
five or six railroad yards as they did have in Buffalo, to consolidate 
them into one electronic yard where work is done expeditiously and 
gor 3 days faster. It is hard for them to generate enough capital 
toinvest in those. 

Mr. Jonas. Off the record. 

(Discussion off the record. ) 

Mr. Wincuetx. In the 73d annual report there is a digest of the 
investigation of passenger train deficits and it summarizes the findings 
and recommendations of the Commission. You could have that put 
into the record. 

Mr. Trromas. Read it into the record. 

Mr. WINCHELL (reading) : 


** * wherein we recommended the following courses of action: 

That the 10-percent Federal excise tax on passenger fares be repealed. 

That Federal tax laws be amended to encourage local and State tax relief, 
at least to the extent of disregarding State and local provided pretax net in- 
come for Federal tax purposes. 

That State and local governments take such steps as may be required to 
effect a greater degree of equity with respect to tax burden on railroad property 
in relation to taxpayers generally and consistent with the desire of their com- 
munities for retention of commuter and other passenger-train service. 

That where the railroads are unable to operate a particular local or com- 
muter service at a profit, and where such service is essential to the community 
or communities served, steps be taken by State and local authorities, or both, 
to provide the service, paying the carrier the cost plus a reasonable profit. 

That the executive departments of the Federal Government consider the im- 
plications of the national transportation policy in connection with the procure- 
ment of passenger-train services by the Post Office Department, Department of 
Defense, and other agencies of the Government. 

That railroad management take steps to eliminate duplicate passenger trains, 
terminals, and other facilities insofar as will be consistent with the law and the 
public interest. 

That experimentation by the railroads with new types of coaches, sleeping 
cars, dining, and other facilities be continued. 

That railroad management should continue its efforts to improve the attractive- 
ness Of railroad passenger service as a means of stimulating more adequate 
volume of traffic. 

That railroad management make studies of the elasticity of demand (effect 
of price on volume of traffic) for railroad passenger service so as to provide a 
basis for the adjustment of fares; adjustment of schedules for convenience of 
prospective passengers; and systematic, continuous, and higher quality of ad- 
yvertising and promotion generally to improve public acceptance of rail travel; 
and that every possibility of developing additional patronage be fully and con- 
tinually explored. 


Mr. Tuomas. That covers the waterfront. 

It is one thing to come up once a year with a nice report that maybe 
does not have too much circulation except in the industry. Certainly 
John Public is not aware of it. He does not read it. I was just won- 
dering, in dealing with the rail carriers, if the Commission could have 
done more in the last 20 years than it has done giving advice and con- 


siltation, et cetera. Certainly that much authority ought to be in 
the Commission. 
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You should not tell them how to run their business, but you should 
certainly give them some good, free advice. 


VOLUME OF RAIL FREIGHT TRANSPORTATION 


What volume are the carriers enjoying now in terms of freight as 

compared with 10 years ago? 

Mr. Tuceie. Rail? 

Mr. Tuomas. Yes. 

Mr. Tuea.e. It is slightly below 50 percent now. It has gone down 
‘om about 65 to about 47 or 48. 

Mr. Freas. Forty-seven. 

Mr. Tuomas. They are only carrying 65 percent of the total? 
Mr. Tucee. 47 percent of the total intercity tonnage, but actually 
they are carrying as much, or a little more, than they did 10 years ago, 

Mr. Osrerrac. Comparatively it is less? 

Mr. Tucetx. Yes. 

Mr. Tuomas. That is freight. They are carrying a little more 
than they did 10 years ago? 

Mr. Tueete. Some more. 

Mr. Tuomas. What does the record show for the last 6 or 7 years, 
an increase, to be static or a decline on a year-to-year basis? 

Mr. Tuaaxe. It is declining as a percentage of the total. 

Mr. Tuomas. Is that information available in table form? 

Mr. Tucetr. Yes. 

Mr. Tuomas. Can we insert it in the record? 

Mr. Scumap. This is available in visual form. 

Mr. Tuomas. Let us put this in the record. It shows in tonnage 
intercity miles, public and private, by kinds of transportation, 1939 
to 1958 

Mr. Osrerraa. May I raise this question, Mr. Chairman: Does that 
include mail ? 

Mr. Tvucete. I presume it would. 

Mr. Ostertac. I think it would be interesting to note the mail vol- 
ume compared to freight. 

Mr. Wincuetu. It includes express and mail. 

Mr. Scumip. It says, “including express and mail.” 

Mr. Tuomas. Give us in narrative form the contents of the chart. 
Read it into the record, Mr. Chairman. 

Mr. Wincue tu. The record shows that the railroads, that is, inelud- 
ing express and mail, and excluding nonrevenue in 1940, approxi- 
mately 550 billion ton-miles were hauled; in 1958, they had a little 
better than 1,200 billion ton-miles. 

Mr. Tuomas. That is about a 120-percent increase, then. 

Mr. Wincnett. Yes. The motor vehicles in 1940 had about 200 bil- 
lion ton-miles of traffic, intercity. That had increased by 1958 to 700 
billion ton-miles. That is three and a half times. That is 350 per- 
cent increase. 

Mr. Tuomas. Against 120 for the rails. 

Mr. Ostertac. One thing that points up: the volume has increased. 

Mr. Wrncue tt. That is right. 

Mr. Ostertac. Comparatively the rails have not enjoyed the busi- 
ness as have other forms of transportation. 
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Mr. Tuomas. What about the air traffic? 

Mr. Wincuett. We do not have the air traffic in here. We have 
pipelines and inland waterways. Do you want those figures? 

Mr. Tuccie. Water carriers will show a large increase. 

Mr. Tuomas. Show water carriers. 

Mr. Wincuett. Inland waterways had about 175 billion ton-miles 
in 1940 and that had increased to 450 billion ton-miles in 1958, 

Mr. Tuomas. Rivers and canals and bargelines ? 

Mr. Wincueti. Yes. The pipelines in 1940 had about 50 billion 
ton-miles of traffic and by 1958 they had 225 billion ton-miles. 

Mr. Tuomas. Everybody has exceeded the rails in growth, then. 

Mr. Wincuetx. Percentagewise. 

Mr. Osterrac. But there is one factor that goes with all that. Our 
overall economic picture or gross national product or our business 
generally has grown in leaps and bounds from that period. 

Mr. Wincueti. That is why the volume of the railroads has in- 
creased in spite of the fact that they have less of the total intercity 
traffic. 


Mr. WincHELL. Percentagewise, they have not held their own. 


INCREASES REQUESTED FOR 1961 


Mr. Tuomas. Let us take a look at your increase and see where it 
is allocated. It is set out on page 3. It is worthy of repetition: Of 
the $850,000 increase you seek this year, $474,765 is for 92 new jobs, 
within-grade salary advancements, and terminal leave payments. 
How much of that $474,765 goes for within-grade promotions and 
terminal leave ? 

Mr. Scumip. We will put that in the record, Mr. Chairman. 

Mr. THomas. Can you come up with an approximate figure and 
straighten it out in the record, please ? 

Mr. Ryan. About $22,000 or $23,000 in railroad safety. 

Mr. Scumip. No. The chairman wants to know how much of this 
first item is within-grade salary advancement and terminal leave 
payments combined. 

Mr. Ryan. I donot have it. 

Mr. Tromas. Do you have an approximate figure? It is bound to 
be at least half of it. 

Mr. Scumip. I would say about $60,000. 

Mr. Tuceir. On page 3 it gives the total, but in a different category. 

Mr. Tuomas. $132,258, health benefits program. That is a new 
item you cannot control; $46,265 for additional travel allowance, 
$64,550 for printing and reproduction. 

Could you better use this $64,550 for personnel ? 

That would get you six or seven more good competent employees. 

Mr. Scrip. Personnel is an urgent need ; yes. 

Mr. Troomas. $24,000 rental for additional IBM equipment. You 
are going into that field and you are going into a research and develop- 
ment field. 

NEED FOR RESEARCH PROGRAMS 


How many jobs are you requesting for research and development ? 
How many do you have now and what are they going to research 
on? 
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Mr. Scum. We have three people going into the research section 
Mr. Margolin can expound on that a little more. 
Mr. Marcouin. At the present time, we have a staff in research of 
16 people including 11 professionals and 5 clerical people. We are 
asking for an additional increase of three professionals for next year, 

Mr. Tuomas. In what bureau will they be assigned? 

Mr. Marcourn. To the Bureau of Transport Economics and Sta. 
tistics, sir. 

Mr. Tuomas. What are your 16 people researching in now and what 
will your 3 research in? 

Mr. Marcorrin. At the present time we have three studies under 
way, one study issued about 10 days ago called “Value of Service in 
Rate Making,” a study of over 365 pages and we have had considerable 
demand for it. 

Mr. Tuomas. This is not a new activity. This has been going on 
for the last 50 or 75 years. 

Call it by whatever name, it is economic study, research, et cetera, 

Mr. Margoutrn. May I refer back to what the Congressmen from 
North Carolina and New York discussed earlier? What are some 
of the effects of these other activities by the promotional agencies? 
What impact are they having on the regulatory responsibility of the 
Commission and the carriers under its jurisdiction ? 

Mr. Tuomas. I can answer that—bad., 

Mr. Mareourn. That is one of the points. We want to find out 
what this means. 

Mr. Tuomas. Will not that report the Chairman just read into the 
record tell us the tale? We certainly do not need any more informa- 
tion, do we? What are we going to do about it? That is the qnes- 
tion. Are these people going to try to come up with an answer? 

Mr. Marcouin. We hope to search out the facts and provide ree- 
ommendations to the Commission as to possible policy changes and 
also information they can use in their 

Mr. Tuomas. That is 19 people. Add it up and look at it real- 
istically. Just what good are they going to do or what are they 
going to accomplish toward getting the railroads on their feet? 

Mr. Marcorry. I will go to another point. 

Mr. Tuomas. For the last 15 years they have been going down and 
down and down. You have had 16 people working in that field, 

Mr. Marcourn. Another facet is this: That the Senate Interstate 
and Foreign Commerce Committee, under Senate Resolution 29, has 
a very elaborate study underway which will include part of this par- 
ticular problem. They are calling increasingly upon the Commission 
for a variety of information and various types of analyses that they 
can use in their own studies. We also feel that they will come to us 
to ask for more studies and analyses. As a matter of fact, we are 
providing some of that information for them right now. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Ostertac. Mr. Chairman, I am a bit confused about the term 
“research” as it seems to have found its place in this general operation. 
To me there are two forms of research, basic and applied. 
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Are you really actively engaged in scientific research, or are you 
d in studies, analyses, and activities dealing with the actual 
realities of things rather than something that is imaginary? 

Mr. Marcourn. I am glad you asked that, Mr. Congressman. First 
of all, I would not dare to call our studies basic studies in the sense 
that we differentiate from applied research as we know it in the scien- 
tific field. On the latter point, we certainly hope there will be analyses 
which will be current and timely and will attack the problems con- 
fronting the Commission today under its responsibilities. 

That will certainly be our sincere effort. ies of these studies we 
hope to engage in, some of them we feel are really necessary for the 
Commission to know more about are covered on pages 168, 169, and 
170 of the Commission’s budget presentation. 

Mr. OsrerTAG. What are aon new jobs? Arethey scientific research 
jobs ¢ ; 

Mr. Marcouin. No, sir. 

Mr. Osrertac. What are their titles? 

Mr. Marcourn. Transportation economists. 

Mr. Ostertac. These are studies actually dealing in the field of 
economics in the light of things today rather than something that you 
areseeking in the future. Is that right? 

Mr. Marcouin. We are not going out and looking for trouble 10, 15, 
90 years hence, but trying to find out what is it that is causing anguish 
at this time, including the problems of the railroads, and what are 
some of the problems that will be coming upon us in the very near 
future including the problem, for example, of development of air 
transportation. 

Mr. Osterrac. Is it fair or proper, then, to call this research? 

Mr. Marcouin. I would call it economic research and analysis on a 
current timely basis. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


OFFICE SUPPLIES, COMMUNICATION AND EQUIPMENT 


Mr. Tuomas. Tell us about the item of $79,075 for office supplies, 
communication and equipment. 

This is an increase over last year. Could you better spend this 
money in getting 7,8, or 10 more good experts? 

Mr. Scumip. Mr. Chairman, most. of the increases for office sup- 
plies, communication service and equipment are tied in very closely 
with the 92 additional people we asked for. 

Some small part of that represents increases in costs, et cetera, but 
the bulk of that money, the bulk of that $79,000 is directly related to 
the incidental cost to support 92 people. 

At this time, if I may, I would like to point out, we computed the 
figures you asked about, Mr. Chairman, on within-grade promotion 
and terminal leave. 

The figures are, for within-grade promotions, $47,886 and for ter- 
minal leave, $27.350, or a total of $65,236. 

Mr. Tuomas. That leaves you about $12,000. It is smaller than 
we all estimated. 
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Mr. Scumip. Yes, sir. 


Bureau or Moror Carriers 


Mr. Tuomas, Let’s take a look at the Bureau of Motor Carriers. 
You seek to go from 522 to 533 jobs this year. 


The Bureau costs for this year, $3,445,539. You want to increase 
that by $43,321. Let’s put pages 72 through 91 in the record. 
(The pages referred to are as follows :) 


BureAU OF Motor CARRIERS 


The duties of the Bureau relate to the regulation of motor carriers under 
part II of the Interstate Commerce Act, including handling saaahiaie of ship- 
pers and others against the rates, charges, and practices of motor carriers; 
administering the Commission’s rules regarding insurance for the protection 
of the public; investigation of violations of part II; and promoting safety of 
operation and equipment of motor carriers. It also deals with insurance of 
freight forwarders under part IV of the act. 


Comparison of 1961 budget with 1960 taPEPeRTHAiED 
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Fiscal year Positions | Personal Travel Total 
| services } 
nish | fie 
DLE ALD sctbbebstonboddic. decks Bes 533 $3, 226, 540 ae $262 320 | —- $3, 488, g60 
aie ae Ktetiphadmeimdidadeteaiawnaad 522 3, 190, ! » WUO 3, 445, 539 
Increase, 1961 over 1960_.................. +11 | +36, 001 +7, 320 +43 321 
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The increase of $43,321 and 11 positions is requested for the following primary 
purposes: 

Section of motor carrier safety.—One position to alleviate the serious backlog 
of filing due to a large increase of reports submitted by the field staff. 

Section of field service ——Ten positions; namely, two district supervisors, six 
safety inspectors, and two clerk-stenographers for assignment to heavily con- 
centrated areas of transportation. The two clerical positions are for the purpose 
of providing necessary clerical and stenographic services for the additional staff 
requested. The increase of $7,320 for travel is for the additional employees 
requested. 

The relative importance of the several modes of transportation in the United 
States can be estimated only broadly because uniform and complete statistics 
for all transport agencies are not available. While the number of authorized 
earriers under the Commission’s jurisdiction has not changed materially in 
the last several years, the number of vehicles operated and the number of tons 
of property transported has increased steadily. The increase in ton-miles and 
vehicles operated by motor carriers emphasizes the importance of the Com- 
mission’s work in the highway transport field. 

In addition to general regulation of for-hire motor carriers, Congress has 
charged the Commission with the responsibility of prescribing and enforcing 
regulations to govern safety of operation and hours of service of employees with 
respect to certain exempt operations of for-hire trucks and buses and private 
trucks used in the transportation in interstate or foreign commerce, and vehicles 
used in the transportation of migrant workers. Safety work has become of in- 
creasing importance as the highways are becoming more congested and the 
amount of explosives transported over the highways has increased as a result 
of the defense program. The Institute of Makers of Explosives estimates that 
in 1957 about 612 million pounds of commercial explosives moved by motor 
vehicles in long-distance hauls from manufacturing plants. Safeguards to assure 
the safety of operation of such vehicles becomes increasingly a matter of public 
eoncern. The following tabulation shows the approximate number of motor 
carriers subject to the jurisdiction of the Commission and the approximate 
number of motor vehicles operated by each group. 
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a eee 


Number of Number of 
Type of carrier interstate vehicles 
carriers (approximate) 


a 
| 
j 





BD os onwenscnccusnescenpenn guesebckebnasiuans hisbiknenssecuucnsweuss 18, 889 721, 508 
Private. ....------------- 2-2-2 nn nnn nn een en wen ee enn neocon eecennse- 80, 721 648, 487 
SS aindentasknddshaanpen sods miaganahn 6s ce oesk hassel | 30, 666 | 170, 019 

IS <5 fk seca tosenipahoee ibeTeisievieb peiociletedneaiaia echo orege sisted piielaatinateoails | 130, 276 | 1, 540, 014 





The above revised figures as to the number of private and exempt carriers 
subject to the Commission’s safety regulations are based on information on car- 
riers of record and the latest estimates of our field staff as to those not of record. 
Based on reports of class I motor carriers and field staff estimates as to vehicles 
operated by all other carriers, the above revised figures as to vehicles operated 
is considered to be the most accurate information available in the matter. 


Office of the director 


The Director of the Bureau has overall responsibility for the work of the 
entire Bureau. This Office is responsible for initiating and planning of work 
projects and the development of proper instructions and directives to carry out 
these projects; designing efficient and effective programs for training of newly 
appointed staff members and for reorientation of present staff members to keep 
them currently informed of new projects and to broaden their perspective. The 
administrative duties required in connection with the operation and maintenance 
of the sections in Washington and the field offices of the Bureau are handled under 
the jurisdiction of this Office. A volume of significant detail work is necessary 
to service the staff and this volume increases as personnel are added to the 
Bureau. 


Comparison of 1961 budget with 1960 appropriation 
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| | 
Fiscal year Positions Personal | Travel | Total 
Services | 
| | Ay. Ramey eee - 
Cebtitn nd acdmmasnacnnbniindnasasndonaimns | 13 $85, 605 $4, 500 $90, 105 
ils eaten Mccain ieasshuveesussitennadt 13 85, 571 | , 500 | 90, 071 
Increase 1961 over 1960.................-- 0 34 0 |} +34 
| ' 








The 13 positions provided in the 1961 budget for this office, the same number 
as authorized for the current fiscal year, are separated by categories as 
follows : 


= 


Director and assistant director 


a nmmsmavlannainncleimmcnntbisshide. amuaas 1 
Senn OF Ch, CRUNRINEIN TR as ceenntniencnainiainesinisdowinhinn angen plas bide auaee Be eal 2 
 SOESESOIR. GUUREE UI io titan iced bicsdd ene ae a aad ies 8 
I a lc a ee 1 

SE ee ee ee ee ee eee eee eee ea 13 


Of the increase of $34 requested, $330 is for additional salary costs offset 
by a decrease of $296 which results from 1 less compensable day in 1961 as 
compared with 1960. 


Interpretations staff 


This staff assists the Director of the Bureau in handling legal interpretations 
and opinions and preparing administrative rulings concerning part II of the 
Interstate Commerce Act and motor carrier regulations and operating authority 
issued thereunder; conferring with other Government agencies, many and yari- 
ous organizations, and the general public regarding motor carrier regulatory 
problems; preparing and maintaining a manual which digests, correlates, ex- 
plains and distinguishes past interpretations and formal decisions to aid the 
field staff and other Commission personnel; acting as legal adviser and con- 
sultant to the Bureau; and performing legal research upon request. 
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Comparison of 1961 budget with 1960 appropriation 














| — 
Fiscal year | Positions Personal Travel Total 
| | services | 
risen aii tit HE senntyngubsbaptiatsecnons 9 | $58, 236 | 0 
ee cee ca ee eee once 9 | 58, 006 | o| 
cae aa Pee a ee hee ee 
Increase 1961 over 1960....--....-.------- 0 | +230 | 0 +239 





The nine positions provided in the 1961 budget for this office, the same num. 


ber as authorized for the current fiscal year, are separated by categories as 
follows: 


Total 


= 


Of the increase of $230 requested, $452 is for additional salary costs offset 
by a decrease of $222 for one less compensable day in 1961 compared with 1960, 


Section of insurance 


The major objectives of this section are administering for the Commission its 
rules and regulations issued pursuant to sections 211(c), 215, and 408(c) and 
(d) of the act, governing filing and approval of security for the protection of 
the public by brokers of transportation, motor carriers, and freight forwarders, 


Comparison of 1961 budget with 1960 appropriation 








Fiscal year Positions Personal Travel | Total 
Services 
lien ak cs eesdcan 30 $144, 799 $800 | $145, 599 
Paitadatseteedtunedscnbuiubcocdenetignticene 30 145, 350 800 146, 150 
Decrease 1961 under 1960. ..............-- 0 | —551 | 0 2 —551 





The decrease of $551 results from 1 less compensable day in 1961 as compared 
with 1960. 

The 30 positions provided in the 1961 budget for this section, the same num- 
ber as authorized for the current fiscal year, are separated by categories as 
follows: 


Chief of section 


a a a al Sac cia cc ntaditiaeds lesions a asia 1 
I canta nip celle aoeastprliatinna sites ch adopts delle. 24 
I a cercenishainorbinemianardaeb ase ubuceiee warns tb wae 
Re aa AORN ccc eer reniaente eee bine tt 
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No increase in personnel is requested for this section, notwithstanding an 
existing backlog of work in all three branches of the section. Several revised or 
streamlined procedures have been put into effect in order to eliminate this back- 
log. 

An increase in certificates of insurance and surety bonds received is antici- 
pated during 1960 in view of the withdrawal of the leading insurance company 
providing insurance for motor carriers. All carriers so affected will have to 
obtain insurance from other companies. Also, it is planned to eliminate the 
rescinder and reinstatement form, and require the carriers to file new certificates. 
Notices of insurance cancellations are now sent to the field prior to the effective 
date of the cancellation. This will increase this phase of work of the section but 
should eliminate most of the noncompliance cases. 

Casualty insurance companies continue to have a difficult time in maintaining 
a sound financial position and as a result this section must make more intensive 
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analysis of qualifications of insurance companies which offer insurance coverage 
to motor carriers. 
The workload table for the section of insurance follows : 


Fiscal year ended June 30, 1959 








<= } ee 
Actual | Estimated 
| : | 
| 1957 1958 | 1959 1960 | 1961 
| | -—_ —--— 
1, Certificates of insurance and surety bonds: | | 
(a) Received__-. | $3,322 | 37,201 21,146 | 25,000 22, 000 
(b) Notices of cancellation received _- | 6, 691 | 8,870 | 11,768] 14 000 14, 500 
(c) Rescinders and reinstatements of cancel- | } } 
lations received___ ila ok } 439 | 770 | 1, 313 | BIO IS . otis Sein 
9, Orders checked to determine compliance prior to | | | 
issuance: Initial submission of all proposed au- | } 
thorities by Bureau of Operating Rights and | } 
checks of resubmission, and proposed and/or | | | 
granted authorities under secs. 5 and 210a(b)..___| 10,527 | 117,822 | 19,762 | 20,000 | 22, 000 
3, Compliance check prior to enforcement proceed- 
$. } | 
a) Initiated in section and reported to field -_| 2, 298 | 2,615 1, 553 | 2, 700 | 2, 700 
(6) Compliance received as result of (a)__. | 2, 265 | 2, 639 1, 551 2, 700 2, 700 
4, Correspondence prepared: j | } 
(a) Letters, telegrams, and memorandums | | | 
prepared in section other than form | | 
letters___.- 6,522} 7,285} 8.929) 10,000 11, 000 
(b) Form letters 32, 159 32, 693 19,219 | 23,000 25, 000 


i Effective July 1, 1958, figures include resubmissions of proposed authorities 


Section of Motor Carrier Safety 

This section renders technical advice and assistance to the field staff. It 
proposes safety regulation rulemaking proceedings and interprets those regula- 
tions of the Commission concerning the qualifications and hours of service of 
drivers and the safety of operation and equipment of motor carriers. Such 
regulations are prescribed by the Commission pursuant to part II of the Inter- 
state Commerce Act. The section receives and analyzes reports made by the 
field staff bearing upon compliance with the Commission’s safety regulations; 
receives and analyzes reports of accidents submitted by motor carriers pursuant 
to the Commission’s accident reporting requirements; and hours of service 
reports submitted by carriers pursuant to the hours of service reporting require- 
ments. It recommends to the Bureau of Safety and Service changes in the 
explosives and other dangerous articles regulations bearing upon transportation 
by motor vehicle which are prescribed pursuant to the Explosives and Com- 
bustibles Act. 


Comparison of 1961 budget with 1960 appropriation 








' 
Positions Personal | Travel | Total 

services | 

ee ap - — — - —-— pops e pi 
Fiscal year: 

1961. eupdaseaes-Sve-na ‘ 44 $216. 480 $4, 000 $220, 430 
1960- oa camhanmaenne 43 213, 471 4, 000 217, 471 
- - _ = — 
Increase, 1961 over 1960___....._-- pus +1 +3. 009 0 | +3, 009 
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The increase of $3,009 is requested primarily for one additional file clerk, 
The 44 positions provided in the 1961 budget for this section are separated by 
categories as follows: 
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Assistant branch chief 
Il clan pees mitsantavn ene a eriinseaneni ae 
a IS OO nial ermine mamaria a merermaninea- siemens 
ne NY Ol hak ire aks bibeon ne ewnnsnmanaee 
Supervisor, tabulation equipment. 
I st 2 Oe kk ae ro een ieinenaned premenaennibiiacadma een 
RIE 2d  -. oneeripaalimneniaiennenpnemennineneneieiannesmtntniapestiinnl 
Clerks, typists, stenographers, and file clerks 


Total 


The budget provides for the Section of Motor Carrier Safety a total of 44 
positions for 1961, an increase of 1 position over the 43 authorized for 1960, 
The one additional position, a GS-2 file clerk for the Safety Compliance Branch, 
is requested to handle the increased workload resulting from the increased num- 
ber of safety inspectors and district supervisors assigned to the field staff. 


e | BS ip me ee oe ee tt 


MOTOR CARRIER ACCIDENT AND CASUALTY RECORD 


An important phase of the work of this section is the development of the 
circumstances and the conditions under which accidents occur and the deter- 
mination of their extent and causes and to keep abreast of the motor carrier 
accident and casualty trends. 

In the 5-year period from 1954 through 1958, motor carriers of property with 
revenues of $200,000 or more per year operated more than 36 billion miles in 
intercity service. This was 28.4 percent more miles than were operated by such 
earriers in the prior 5-year period 1949 through 1953, Property carriers who 
report accidents to the Commission (a different basis than for reporting mile 
age) reported 18 percent more accidents but had a decrease of 7 percent in 
fatalities. 

In the 5-year period ended with 1958, class I carriers of passengers operated 
4 billion intercity vehicle-miles which was a decrease of nearly 17 percent be 
low the miles operated by such carriers in the preceding 5 years. Passenger 
carriers reporting accidents to the Commission showed a decrease of 14 percent 
in accidents reported and a drop of 34 percent in the number of persons killed 
in the latter 5-year period compared with the former. 

Motor carriers reported to the Commission a total of 37,268 accidents for the 
calendar year 1958, an increase of 9 percent above the 34,113 accidents which 
occurred in 1957. Accidents reported to the Commission by passenger carriers 
for 1958 totaled 4,518, an increase of 17 percent above the 3,855 accidents re 
ported in 1957. Property carriers reported 32,782 accidents for 1958, an increase 
of 8 percent above the 30,280 accidents reported in 1957. 

Fatal accidents in 1958 decreased 1 percent from 1,233 to 1,220. The number 
of persons killed in these accidents totaled 1,571, almost identical to 1957 when 
1,573 were killed. The number of fatal accidents involving buses increased 7 
percent from 111 in 1957 to 119 in 1958, and the number of persons killed in- 
creased 7 percent from 165 to 177. Fatal accidents involving trucks decreased 
2 percent from 1,125 to 1,017 while deaths resulting from these accidents drop- 
ped 0.8 percent from 1,419 to 1,408. 

Intercity vehicle-miles reported by class I and class II property carriers was 
3 percent less than in 1957. Vehicle-miles operated in intercity service by class 
I motor carriers of passengers dropped 5.1 percent. 
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FATALITIES - MILEAGE COMPARISONS — 1949-1958 
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INDEXES OF MOTOR CARRIER TRAFFIC FATALITIES 
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1946 = 100 
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The following table shows for the calendar years 1949-58, motor carrier acci- 
dents reported, fatalities, and non-fatal injuries. 

The increased number of accidents and of casualties reported in the 1954-58 

riod is explained at least in part by increased compliance with the reporting 
regulations due to increased administrative enforcement work, by increased 
price levels which affect the reportability of property-damage accidents and by 
the requirement carriers report accidents occurring in their intrastate opera- 
tions after December 31, 1957. 





| Intereity Fatalities per 





Calendar year Accidents) Fatalities} Nonfatal | vehicle | 100 million 
| reported | injuries | miles operated | intercity miles 

(in millions) | operated 

! 
1964. ..-- ii i ‘ i aie 27, 646 | 1, 394 | 16, 622 7,350 | 19.0 
1955... -- —_ | $1,935 1,774 19, 415 8, 242 21.5 
1956. ..-- be ahd bi bes 31,968 | 1,498 | 18,518 8, 461 17.7 
a nsieigotiaa 34, 113 1,572 18, 765 | 8, 400 18.7 
1958. aot a4 37,268} 1,571 | 20,614 | 8, 137 | 19. : 
Total 1954-68. .._-...-.-...,....---| 162,930 7,810 | 93, 934 40, 590 | 19.2 
Total 1949-53__........ a | 152, 147 | 8,754 | 97,948 33, 391 | 26. 2 
Comparison of 1954-58 totals with 1949- | 

53 totals (in percentages) ae +7.1} —10.8 | —4.1 +21. 6 | — 26.7 


| 


bd ccdvehe ioe. 5 J li 


Note.—The total fatalities shown above do not correspond exactly with the number shown on the pre- 
ceding chart. This is because both a bus and a truck were involved in some accidents, and casualties re- 
sulting therefrom appear in both the property-carrying and the passenger-carrying categories in the chart. 


Accident data for 1958 is not exactly comparable with that for previous years 
for the reason that beginning with 1958 the Commission required carriers to 
report to it accidents which occurred in intrastate operations, to obtain a more 
reliable relation between accidents reported and total intercity miles operated. 
While it has resulted in some reduction in the comparability value of 1958 data, 
the change was not enough to provide a major distortion. 

Comparisons of accidents reported and the fatalities and nonfatal injuries 
resulting therefrom in relation to total vehicle-miles are shown for the last 5- 
year period, 1954 to 1958, inclusive, with the previous 5-year period, 1949 to 
1958. It will be observed that despite a substantial increase in the miles of 
property carriers, there has been a sizable decrease in the number of fatalities 
in which the vehicles of such carriers have been involved. While there has been 
a decrease in the miles operated by passenger carriers, the number of persons 
killed in accidents involving the vehicles of such carriers has shown a much 
greater drop. 

The following statement shows pertinent data relating to total vehicle regis- 
trations, vehicle miles, accidents reported, fatalities, nonfatal injuries, and 
property damage for 1956, 1957, and 1958. Motor carrier accident experience 
obviously is influenced by total vehicle registrations and total highway use. 
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| Calendar year 
Item ua 
| 1958 1957 1956 
} | 
Vehicle registrations: | 
All motor vehicles !_..........-.- ek oameinpeeninsmntaee ee | 68,200,408 | 67, 135, 546 65, 212, 510 
Rs pcb ticcbaceqecaeesNceeEaseuiwce icine | 11,158,561 | 10, 960, 814 | 10, 625, 536 
cite ‘ oe sia nchinbinainneee 270, 163 | 268, 537 254. 679 
Vehicle-miles compared with preceding year | | 
All motor vehicles, rural roads a percent...|........<... $2.3 | +5.0 
Trucks, intercity miles, class I and class II carriers ? | | | 
percent__| —3.0 +2.8 | —0.1 
Buses, intercity miles, class I and class II carriers?_ percent __| —5.1 | 0.6 —0.2 
Accidents reported: 5 
Total 3.._... se ceedwrnreeceresaceresnesses -| 37, 268 34, 113 31, 968 
Property carrying vehicles ae 32, 782 30, 280 28, O15 
Passenger carrying vehicles. ............- «a LT 4, 518 3, 855 3,977 
Fatalities: § 
SN Tithe ce seiiio ete hininane cceantnn aaa Capea ioe deat 1, 571 1, 573 1, 498 
Property carrying vehicles ‘....................--... aoe 1, 408 1, 419 1, 352 
Passenger carrying vehicles... ..............:..- — 177 165 151 
Non-fatal injuries 5 
Total 3___- ee ss nsenillas bite elec cules ible pt bch < 20, 614 18, 765 | 18, 518 
Property carrying vehicles !__...-- prasngene r : 15, 198 14, 440 13, 880 
Passenger carrying vehicles.............. ae ‘ 5, 645 | 1,477 | 4, 786 
Property damage: 5 
SB etemennens tae eee otineiilaabes $42, 626, 030 $39, 591, 517 $36, 632, 550 
Property carrying vehicles 4..........._..--- . $40, 365, 150 $37, 502, 467 $34, 666, 410 
Passenger carrying vehicles__--....-- Ad $2,454,970 | $2,253,970 $2, 122, 690 





1 Totals include all publicly owned motor vehicles. 

2 Prior to Jan. 1, 1957, property carriers with annual revenues of more than $200,000 
were classed as class I. Since that date carriers with revenues from $200,000 to $1,000,000 
are classed as class IT. 

8’ Each year a number of accidents involve both a truck and a bus Such accidents are 
included under both the property-carrying and the passenger-carrying categories. Hence 

sum of the figures under these two categories for any item will exceed the “total” figure 
given. 

‘The truck accidents shown herein were reported only by common and contract carriers, 
or less than 25 percent of the carriers under our jurisdiction as to safety 

5 Prior to 1958 carriers did not report accidents in intrastate operations, although they 
reported total miles. Beginning with 1958 such accidents were required to be reported. 


The following table shows changes in deaths and injuries in motor carrier 
accidents reported by all motor carriers from 1944 to 1958. The increased 
vehicle mileage data in the chart should be considered when comparing these 
figures. 





Fatalities Injuries 
Calendar year 
Number I ea r Nu er I 
} 
| ecTrease 
¢ 1 Percent 

1958 2 oi i a ea me 7 4 ) 
1957 7 1k, 7 
956 1 4 { 5 5 
1955 ! z 1, 774 +2 LY, 4 +17 
19541 ‘4 é l4 
1953 ! 685 g 9 
1952 ! 1,877 5 ) ; 10 
1951 . 1, 986 4 5 +17 
1950 - 1, 73 8 6 
1949 ; 1,47 2 5 
1948___ a F ) + 
194 S82 ; +8 
194f ; 6 +15 
1945 7 ‘ . 4 | +11 
a cchesnscaicatihedhteheiahceidialiararigtelicishecebsanioduicsiasaieh : 1, 133 7 2 +24 
1 Data for 1952-58 relate to accidents which occurred ji those ea r { l ita are for 
accidents reported furing the year indicated 
? Prior to 1958 carriers did not report accidents in intrastate operations, alth h the ‘ rted total miles 
Beginning with 1958 such accidents were required to be reporte 
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COVERAGE AND HANDLING OF ACCIDENT REPORTS 


preparation and publication of reports based on field staff investigations of 
geven serious accidents were issued during the 1959 fiscal year, each of which 
resulted from causes which were directed to the attention of all carriers. These 
reports varied, as to accident causes, classes of carriers involved, and as to 
geographical location, as shown in the following summary : 

Pennsylvania: Vehicle rolled from parked position striking pedestrian. Un- 
attended tractor semitrailer without adequate parking brake was secured im- 
properly by tractor protection device. One fatality. 

Georgia: Tractor semitrailer collided with bridge, then overturned on ap- 
proaching passenger car, burned. Three other vehicles involved. Four fatali- 
ties, eight injuries. 

Texas: Bus ran off roadway, collided with tree, knocking down powerline. 
Two fatalities, 15 injuries. 

Indiana: Collision of bus with the rear of moving tractor semitrailer on 
straight, level, modern highway. One fatality, 37 injuries. 

California: Pole trailer, towed by truck, overturned, spilling load of logs on 
passenger car. Two fatalities, three injuries. 

Mississippi: Driver killed by carbon monoxide poisoning while sleeping in cab 
of his tractor with engine running. Major cause was defective exhaust system 
and floor covering. One fatality. 

North Carolina: Tank semitrailer, operated by fatigued driver, collided with 
parked car and building burned. One fatality. 

We believe that by publicizing full and accurate information concerning the 
causes of motor carrier accidents developed by impartial investigation on the 
part of the Commission, the reports are an effective tool in accident prevention. 
Great public interest has been shown in the published investigation reports, 
particularly by motor carriers, insurance companies, and organizations of safety 
experts The number of requests for such reports was such that we obtained 
authority of the Joint Congressional Committee on Printing and Binding to 
furnish more than the normally authorized number of copies. We intend that 
such reports should be published with greater frequency. 

The following tabulation shows, for each calendar year, 1953 through 1958, 
inclusive, and the first 8 months of 1959, the number of applications for tem- 
porary operating authority reviewed by the Section of Motor Carrier Safety, 
the number of such applications denied because of lack of compliance with the 
safety regulations, and the number which were granted for a limited period of 
time (less than the period sought) pending further investigation of safety 
compliance. 

Handling of temporary authorily applications 





Number of 


Number of applications 
applications limited in 
} denied upon | duration upon 
Number of | recommenda- recommenda- 
Calendar vear applications | tion of section tion of section 
| received | of motor car- | of motor car- 
rier safety | Yier safety 
|} because of | pending de- 
| unsafe termination of 
operations | safety of 
j operation 
ee a Ee Ro ee Bg 589 ) 2 
Pe eee RAN af 6 
if ; or 727 41 8 
1088 ROR 7 33 
Leek Oey Pie. Silkiesel.aseu 1,118 | il 32 
I EB er gk OE ae oe ee rte oe 1, 482 130 39 
1959 ! s i lel ce aes 1, 633 | 134 | 39 


‘For period January through December 1959. 
REVISION OF SAFETY REGULATIONS 


Because of the number of serious truck accidents resulting from inadequate 
performance, we made substantial changes in our regulations which became 
effective in 1957. To determine whether this effort is susceptible of further 
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improvement, we have carried on research work with respect to brake devices 
through a program carried out for us by the Bureau of Public Roads, with the 
participation of our personnel and the assistance of an industry advisory 
committee. : 
Section of Field Service 

The major objectives of this section are (1) to administer and enforce at 
the field level, the provisions of part IT of the act and the rules and regulations 
of the Commission issued pursuant thereto; (2) to furnish advice and infor- 
mation to motor carriers and the public regarding the act and the rules and 
regulations; (3) to obtain information concerning general and special conditions 
throughout the country which affect regulation of motor transportation and 
service to the shipping public; (4) to assist other bureaus and sections in Wagh- 
ington with respect to the expeditious handling of all matters affecting motor 
transportation; (5) to maintain liaison with State officials in connection with 
matters of mutual interest; and (6) to aid the Commission in developing ade- 
quate and safe transportation service for the public. ' 


Comparison of 1961 budget with 1960 appropriation 








™ i 
Fiscal year Positions Personal Travel Total 
services } 
nian ane doaanen ; acon gipeneeregei eter teaieese—ietereeentit Lay 

1961...... Sis Maca wuss td esaanttuekegeres8 437 | $2, 721, 420 | $253,020 | $2,974, 440 
i nekeenenubteneterpersede ribcratnsrertwenghe 427 2, 688, 141 245, 700 2, 933, 841 
Increase 1961 over 1960..................--| +10}  +33,279 | +7, 320 $40, 500 

} 











Of the increase of $40.599, $33,279 is primarily for the 10 additional positions 
requested: namely, 2 district supervisors, 6 safety inspectors, and 2 clerk-ste 


ner « 


nographers and $7,320 is for travel for the additional positions requested. 
The following statement shows by working titles the positions authorized for 
1960 and those requested for 1961: 





|} Requested Increase 


Authorized 
1960 1961 
ee - - | wejtuesat 
Field: 
District director : sei 13 13 
Assistant district director 2 , |) 
District supervisor........_- ea ee saab 2 123 125 2 
Safety inspector - - -- ; ; 101 107 6 
Rate agent ne . 13 13 |.....+6.0ee 
Administrative assistant_ ; 4 4 i 
Chief clerk 6 6 | eu ee 
Clerks, stenographers, and typists - - ‘ 158 160 2 
Total, field can 420 430 10 
Departmental: 
Chief and assistant chief of section -- 2 D i candonaeee 
Safety supervisor zB: 2 2 
Secretary and clerks__---- : ; 3 i eee 
Total, departmental. -.-...._-- : i eee 7 7 
EID teste a a ‘ . sail 27 437 10 





The budget provides for two additional district supervisors. Experience has 
established that the regularly assigned supervisor cannot do the essential work 
in a territory with over 200 authorized and approximately 400 private and 
exempt carriers. It is, therefore, proposed to assign one additional supervisor 
to each of the following points: Montpelier, Vt., in order to divide the work now 
under the Lebanon, N.H., office (now handling both Vermont and New Hamp 
shire) which has a total of 1,502 for-hire, private, and exempt carriers, and 
Tulsa, Okla., in order to reduce the workload on the office in Oklahoma City, 
with 717 carriers, Little Rock, Ark., with 895 carriers, and Dallas, Tex., with 
941 carriers. 

The 101 safety inspectors authorized for 1960 are endeavoring to perform 
safety work, handling an average of S800 authorized, private and exempt car- 
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riers, the number ranging from 467 in some of the sparsely settled areas to as 
nigh as 1,442 in some of the congested areas. At the present time, we have of 
record 61,538 private and exempt carriers and we are adding to that list at the 
rate of approximately 10,000 annually. In order to achieve a greater degree 
of compliance with our motor carrier safety regulations, 6 additional safety 
inspectors are requested for 1961 to be assigned to the following points: Hartford, 
Conn., with 882 carriers; Montpelier, Vt., with approximately 800 carriers; 
Tulsa, Okla., with approximately 700 carriers; Nashville, Tenn., where we now 
pave 1,097 carriers; Minneapolis, Minn., where the present 2 safety inspectors 
have 2,845 carriers; and Des Moines, Iowa, to divide the 2,643 carriers now 
handled by the safety inspectors at that point and Davenport and Sioux City, 
Jowa. 

The additional two clerk-stenographers will be assigned to the two new offices 
which are proposed to be established. 

During the fiscal year 1959, the amount of time expended in the investigation 
of applications for operating authority and handling other matters pertinent 
thereto remained about the same as for the fiscal year 1958. Safety activities 
and the general program of enforcement remained about the same. 

A brief description of the work performed by the section together with tabu- 
lations showing the actual work accomplished during the fiscal years 1957, 1958, 
and 1959 and the estimate for the fiscal years 1960 and 1961 follows. The differ- 
ence between figures shown in the following tabulations and those shown in the 
workload statisties for the other sections of the Bureau or other bureaus occurs 
pecause the field figures are on the basis of work actually done in the field while 
the workload figures of other sections or bureaus include only those items as 
they are received in Washington. 

Operating authorities.—The number of work items in this group which must be 
handled is not within the Commission’s control. The work involves investigating 
and processing applications for new, permanent, and temporary operating author- 
ities. Temporary authority applications are granted solely upon the basis 
of the field investigation in order to provide transportation to meet the imme- 
diate and urgent needs of the public and the defense program. The number of 
temporary authority applications filed during the fiscal year 1959 were high and 
it does not appear that the volume will drop in the 1960 and 1961 fiscal years. 


| Actual Estimated 
W ork items —s ee ee _o. 

1957 1958 1959 | 1960 | 1961 
pra ——— - a — = j 
Permanent authority applications investigated “ 11,040 82 189} 1100} 1 106 
Temporary authority applications investigated, sec. 210a(a) __- 3, 675 3,814 3,979 3, 925 3, 925 
Proposal to engage in interstate commerce_. .- ; atl 196 156 128 258 | 258 
Transfer or lease of authority sec. 212(b) __- - a 924 907 819 | 894 | So4 
Transfer or lease of authority sec. 5 ‘ 145 ‘4 77 106 | 106 
Temporary authority to lease, sec. 210a(b) _-- eee 129 143 164 106 106 
Revocation of authority , oll asd ‘ 478 162 119 520 | 520 
Assist Joint Board at hearings tse Shea 564 1 isd. Isseck dtaccons 
Staff appearances required at hearings - 59 86 61 212 | 212 
Operating authority matters not otherwise de scribed - : 4,642 | 6,911 8,726 | 3,940} 3,940 





!Changed procedure for handling new applications under “‘no hearing’’ plan reduced need of field work 
with respect to such applications. 


Mr. Tuomas. That gives you a bird’s-eye view of your workload. 
PERSONNEL IN SECTION OF FIELD SERVICE 


On page 89 there is a good table, a breakdown of your personnel 
where it shows that your field has 420 this year and you estimate 430 for 
1961. You are requesting an overall total of 437, field and depart- 
mental. 

NUMBER OF VEHICLES INVOLVED IN SAFETY WORK 


Mr. Tuomas. For 1960, you are endeavoring to perform safety 
work, handling an average of 800 authorized private and exempt car- 
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riers, the number ranging from 467 in some of the sparsely settled 
areas, to as high as 1 442 in some of the congested areas. 

What does that mean? Does it mean they are awfully busy? 

Mr. Quatts. That means, sir, the number of « carriers we have 
located in these areas where the supervisors are and in some of the 
more congested areas we have more carriers 

Mr. THoM, as. Put your finger, Mr. Qualls, on the table that shows 
114 million vehicles under them. W here i is that table? 

Mr. Quattis. Page 73. 

Mr. Tuomas. Take a look at it, gentlemen. That is a pretty inter. 
esting table. 

Under number of interstate carriers it shows number for hire, 
18,889; private carriers, 80,721; and exempt, 30,666. 

If they are exempt, you don’t have any jurisdiction over them; 
do you? 

Mr. Quarts. Safety jurisdiction; yes, sir. The same way with 
private carriers. 

Mr. Tuomas. It totals 13 30,276 varriers. If each carrier has got 10 
or 12 vehicles, that really gives you some business. They all add up 
eat the number of vehicles, 1,540,014. 

How current isthat? Take that table and extend it for the previous 
10 years, and then we will get a good bird’s-eye view of your actual 
work in your field. 

Can you do that without too much trouble ? 

Mr. Quattis. Yes, sir. We can put it in the record, sir. 

Mr. Tuomas. Do you have any of your records in front of you! 
What was the actual number of vehicles you had to police from a safety 
point of view, aay 5 or 6 years ago, as compared with 1,540,014? 

Mr. Qvatts. I do not have it here, sir. 

Mr. Tuomas. Has it increased in the last 10 years? 

Mr. Quauts. Yes; it has. 

Mr. Tuomas. About doubled ? 

Mr. Quauts. That would be an estimate only. 

Mr. Tromas. I think I have it someplace in your justification. It 
did double. 

Mr. Qvatts. I think so. 

Mr. Tuomas. What are the prospects for the next 10 years? 

Mr. Quatts. It might double again, sir. 

Mr. Gorr. With this highway program, it might. 

Mr. Quatts. The number of carriers probably won’t. The number 
of for-hire carriers certainly won’t double. That has been going 
down over several years, but the number of vehicles may double in 
the next 10 years. 

Mr. Tuomas. The certificated carriers are going to keep on growing, 
are they not ? 

Mr. Quauts. That is right, through consolidation and sales, et 
cetera. 

Mr. Tuomas. They may not grow in numbers, but the number of 
vehicles will keep growing with the advance of the economy of the 
country. 

Mr. Wincnetw. Consolidations will cut down on the number of 
carriers. 

Mr. Tuomas. But not the number of vehicles. 
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Mr. Wincue tt, That is right. 

Mr. Osrerrac. Is the trend toward consolidations? In other words, 
are there more of these interstate carriers that are going out of busi- 
ness through consolidation or being taken over by the larger carriers? 

Mr. WincHELL. It is my impression there are more applications for 
mergers or acquisitions now than there were 5144 years ago when I 


came on the Commission. Is that your impression, Commissioner 
Freas ? 


Mr. Tucete. It is increasing. 

Mr. Freas. Speaking of motor carriers 
Mr. Osrertac. We are talking about motor carriers. 
Mr. WINCHELL. Yes. 





PERSONNEL IN MOTOR CARRIER SAFETY WORK 


Mr. Tuomas. I read this language at the top of page 79: 


The budget provides for the section of Motor Carrier Safety a total of 44 posi- 
tions for 1961, an increase of one position. 

I thought it was 101. Now, you say 44. 

Mr. Quauis. You are talking about the section of Motor Carrier 
Safety, 44. 101 safety inspectors are in the field staff. 

Mr. Tuomas. Where are these 44 located ¢ 

Mr. Quauus. In Washington. 

Mr. Tuomas. What do they do? 

Mr. Quauts. They handle 

Mr. Tuomas. You do not need 44 people to superintend 101 in the 
field, do you? 

Mr. Quauis. They do not supervise those people in the field. That 
is done by the field section force of 7 employees. 

Mr. THomas. What do the 44 people do! 

Mr. Quauis. They receive the accident reports of all the carriers, 
maintain safety files on 80,000 carriers, advise the Commission on 
fitness of carriers, prepare for the Commission proposed changes in 
the safety rules and regulations, and render technical advice to the 
field stat to those 101 ‘safety inspectors and to the 123 supervisors 
on enforcement of the safety regulations. 

Mr. Tuomas. Aren’t you a little topheavy there, with 44 people 
supervising 101? 

Mr. Gorr. They do not aaron 

Mr. Osrertrac. They have 43 now. 

Mr. THomas. Call it by some other name. After all, they deal with 
the same subject matter. The boys in the field on the firing line are 
the ones who do the investigating. 

You have 44 people doing bookkeeping work there. 

Mr. Quauts. Supervision of the field staff is done by 7 people in 
Washington. That is on page 89. 

Mr. Wincuen. Accident reports are made to Washington through 
the district offices. 

Mr. Scumip. This section reviews these data. 

Mr. Tuomas. I understand that. Why is that necessary ? 

Mr. Gorr. I wonder if it was put in the record what Mr. Qualls 
said, only 7 people do supervision. 
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Mr. Tuomas. Why the 44% W hy the paperwork? What is the 
purpose of correlating all this stuff? 

Mr. Quauis. We receive about 41,000 accident reports a year from 
motor carriers and they are all filed in Washington with this section 
of Motor Carrier Safety. It maintains a safety compliance file on 
80,000 motor carriers. 

Mr. Tuomas. The matter is handled in the field. Why have 44 
people in Washington shuffling papers trying to rehash what is al- 
ready an accomplished fact and what is already known? That is 
what I am getting at? 

Mr. Wincue i. Aren't the accident reports made direct to Wash- 
ington ? 

Mr. Quauts. The accident reports are filed in Washington, about 
41,000 in a year. 

Mr. Tuomas. But somebody in the field has to make the initial 
report. 

Mr. Wincuetz. The motor carrier makes the report. 

Mr. Quatts. The reports are made by the motor carriers on the 
accidents they have. 

Mr. Murpuy. I think perhaps what you are thinking of, Con- 
gressman, is the action of the safety man in the field as to an aeci- 
dent. He may have to go back and make an additional investiga- 
tion and study of it and supplement the report that comes into Wash- 
ington. 

Mr. Tuomas. You mean the Commission is notified by the carrier 
that has the accident? Washington is notified and then the Wash- 
ington office has to notify the man in the field ? 

Mr. Mourpny. No, sir. I believe we have arrangements with many 
of the States that where an accident occurs they cooperate with the 
State authorities. They may notify our man. 

Mr. Tromas. You are bound to notify your man in the field. He 
is the man who is primarily responsible. He has to get on the scene 
and check the equipment, see if there is a violation of the equipment 
law, violation of the hour-of-service law, and so forth. When you 
analyze it, what good does it do to have 44 people up here shuffling 
the papers around? 

Mr. Quatis. We can only investigate a very small percentage of 
those 41,000 accidents a year. Our staff in the field investigates a very 
small percentage of them. 

Mr. Chairman, if you will look at the top of page 78, it gives you 
roughly the duties of the Section of Motor Carrier Safety. 

Mr. Tromas. Here is a fellow on the firing line dealing with ear- 
riers every day. I do not know how the staff in Washington will be 
able to advise and assist him down there. 

Mr. Jonas. What kind of technical advice can they give him? 

Mr. Tromas. There is a man down there fighting the traffic 8 or 10 
hours every day. 

Mr. Osrerrac. What is the travel allowance for? You say they 
are all stationed in Washington. 

Mr. Quatts. These 44 people, yes, sir; in the Section of Motor Car- 
rier Safety. 

Mr. Osrertac. There is no increase. There is an amount of 
$4,000 for travel. 
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Mr. Quatis. That is used by the Chief of the Section and Assist- 
ant Chief for field trips, inspections and for conferences with the in- 
dustry and with our staff in the field. 

Mr. Gorr. Is it not true, Director Qualls, that a lot of these safety 
inspections are where there has been no accident but where they are 


checking vehicles to see that they conform to the safety regulations. 
Is that true ? 


Mr. Quatts. That is true. 

Mr. Tuomas. I imagine that isthe biggest part of it. 

Mr. Jonas. That is done in the field. — 

(The following statement was furnished later for the record :) 


SEcTION OF Moror CARRIER SAFETY 


While the widely dispersed Motor Carrier Safety field staff works on a local 
pasis with the carriers where they are domiciled or operate, this Washington- 
based section (Section of Motor Carrier Safety) works on a nationwide basis. 

This section proposes revisions and additions to the safety regulations and 
interprets those regulations concerning the qualifications and hours of service 
ef drivers, and the safety of operation and equipment of motor carriers. The 
section receives and analyzes reports made by the field staff bearing upon com- 
pliance with the Commission’s safety regulations; receives and analyzes re- 
ports of accidents submitted by motor carriers; and hours of service reports 
submitted by carriers. It recommends changes in the explosives and other 
dangerous articles regulations. The section is the central repository of the 
safety records of 18,842 authorized and 61,771 known private and exempt motor 
earriers. It is estimated that there are an additional 49,663 private and exempt 
carriers not known. They are being added to the record at the rate of about 
10,000 per year. These carriers operate an estimated 1,540,014 motor vehicles. 

A eontinuing review and analysis of the safety records of motor carriers is 
vital to the Commission’s safety activities. These records relating to accidents, 
qualifications and hours of service of drivers, condition of equipment and gen- 
eral safety compliance must be continuously analyzed. 

1. To furnish the field staff with reports of particular carriers or groups of 
carriers whose safety records are such that particular attention should be given 
to those carriers to obtain compliance with safety regulations and to reduce 
accidents. 

2. So that the Commission in Washington can determine the fitness of partic- 
ular carriers to receive new or extended operating authorities. 

3. To determine causes and means of preventing future similar accidents. 

4. To obtain information for needed improvement in motor vehicle designs 
by manufacturers. 

5. To assure uniformity throughout the country in the administration and 
enforcement of the regulations and the promotion of safety in operations. 

This section provides technical advice and assistance to the field staff and 
the motor transport industry to the end that there shall be a uniform under- 
standing and application of the regulations. Comprehensive reports are pre- 
pared for release on certain accidents which resulted in serious consequences. 
Information developed by this section is used by the Bureau of Public Roads 
in correcting highway conditions that contribute to accidents. General releases 
are prepared as to accident trends and frequencies, conditions of motor vehicles, 
and general compliance with regulations for the purpose of promoting a higher 
degree of safety consciousness in the motor transport industry. 


BureAvU OF FINANCE 


Mr. Tiromas. Turning now to the Bureau of Finance, Mr. Reporter, 
put pages 54, 55, and 56 in the record. 
(The pages referred to follow :) 
BUREAU OF FINANCE 


The principal functions of this Bureau are the handling of proceedings in- 
volving rail carriers, motor carriers, water carriers, and freight forwarders, 
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under the various sections of the Interstate Commerce Act relative to: Authority 
to construct, acquire, or abandon lines of a railroad or the operation thereof; 
proposed discontinuances or changes in the operation by railroads of trains or 
ferries; approval for motor carriers or water carriers to enter into contracts 
and agreements for the pooling or division of traffic and earnings; authority to 
consolidate, merge, transfer ownership, or acquire control of carriers, and 
when directly related to such authority the granting of certificates or permits 
to motor carriers in connection therewith; authority to issue securities or to 
assume obligation and liability with respect to securities of others; authority 
to sell securities without competitive bidding, authority to alter or modify 
outstanding securities and obligations; authority to hold position of officer or 
director of more than one railroad; the guarantee of loans to railroads ip 
financing additions or betterments or other capital expenditures, or for the 
financing of expenditures for maintenance of property; and formal investiga- 
tions concerning possible violations of the act relating to the foregoing subjects: 
and, under provisions of the Uniform Bankruptcy Act, the approval of plans of 
reorganization, the submission thereof to creditors and stockholders for ac- 
ceptance or rejection, the recommendation of formulas for the segregation of 
earnings, the ratification of trustees, the fixing of maximum limits of allow- 
ances to trustees and other parties in interest, and the authorization of persons, 
including protective committees, to solicit and act under proxies, authorizations, 
or deposit agreements in connection with railroad reorganization or receiver. 
ship proceedings. 


Comparison of 1961 budget with 1960 appropriations 

















Fiscal year Positions | Personal Travel Total 
services 
pede hd, ise shee eb dshe thee eed ln 
Tene Re 92 $827, 082 $18, 000 $845, 082 
aeae te 2 ee 8 a ee ee ee 92 829, 775 18, 000 $47,775 
Decrease 1961 under 1960............_...- 0 —2, 693 0 —2, 693 





The decrease of $2,693 results primarily from 1 less compensable day in 1961 
as compared with 1960. 

The 92 positions provided in the 1961 budget for this Bureau are separated by 
categories as follows: 


Ne en al ates area tanlan aaechccvrntowra ta tenth on cede anton crswvaei en 1 
I Ne ee eee eee ee ee on ee eas 1 
I a Oe a ia hte re ene semen ism enencnines Be a ee 
INN nee De es je cn isi stteahs an 
I ct bcm siteaipgiaescse eh aise oa 2 
ee ee ee eraen are 1 
ITT TH ie oD eases itt tochasde oul un 
I o2 aa Bee Se SU A) SS on sce 
eet nto. a iti ee oe ei ie oe 
Gieeme ‘meenogranhers, and  mesenper. 2 23 

Se ikea SA ers ee ey) el ee i is ee 92 


The following tabulation shows by section the positions authorized for fiscal 
year 1960 and those requested for fiscal year 1961: 





Section | 1960 | 1961 

AT i SF oe ce Nc aed 6 | 6 
Convenience and Nece: we Bike oe ehh ees SR Sa p : 17 | 17 
Motor Carrier Finance. . eR , Se fo a4 37 
Securities and Reorganizations ___- walniebbiecs ; | 12 | 12 
Transfer Board_...._- Se eile os slides : ni 14 | 14 
cle aa Fase sstheriepldveninerinconi re rela 9 6 

i Bai a eile eee NE tee oe teat ie ee 92 92 
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It appears reasonable to assume that Bureau workload will continue an up- 
ward trend for the next few years, with no real leveling off taking place. Re 
ceipts of proceedings involving rail carriers, which decreased slightly during 
fiscal year 1959, are expected to return to the 1958 level. Moreover, a number of 
applications are in the offing involving railroad mergers of far-reaching im- 
portance, each of which will require many man-hours to process. Motor carrier 
receipts Which held to the 1958 level during 1959, are expected to increase some- 
what during 1960 and 1961. Enactment of the Transportation Act of 1958 and 
presently expanding economic activity constitute the major factors in the con- 
tinuance of the upward trend. 

The following tabulation presents the number of proceedings received during 
1959 as compared with 1957 and 1958 separated between rail and motor carrier 
proceedi ngs: 





| Rail carriers Motor carriers 

















Type of proceeding received Be Saas ee 
| | | 
| 1957 | 1958 1959 | 1957 1958 1959 
eae eG — ee aE Ee ale oe ol an) a i oe = —| | 
. : ‘ | © 
Applications and investigations................ aad 428 519 397 1, 503 | 1, 607 1, 606 
Supplen er SER gs siete nesdbaibiansw wind | 26 i) Et caseameaes hccaleaeical adamant 
NR Coc Su ES oe re cs sets 53 | 64 | OH ...tt de SAG koi bie es 
Petitions for modifications, reconsideration, etc_.....- | 232 171 168 380 313 311 
| el Acting centtestnciateentiin tier eclectic ih 
Is lacs Sigliclate: silat ed icceinacireaebiiaiaia cp saudbninawiail | 739 773 | 636 1, 883 1, 920 1,917 
| | 





DIRECTOR’S OFFICE 


The Director and his staff supervise, direct and administer the activities of this 
Bureau, prepare work progress reports, and make recommendations to the Com- 
mission of policy regarding matters assigned to the Bureau. The 1961 budget 
request provides six positions which is the same number authorized for the 
current fiscal year. 


SECTION OF CONVENIENCE AND NECESSITY 


The work of this section involves the processing of applications under sec- 
tions 1(18)-—(20), 5(1), 5(2), 5(7), 13a, 20a(12), 311(b), 312, and 410(g). 
Under the Transportation Act of 1958, section 13a gave this Commission juris- 
diction over discontinuance of train and ferry service by railroads notwithstand- 
ing otherwise applicable State laws. Substantial additional workload has de- 
veloped from this legislation, as is illustrated by the following tabulation: 








Notices Investiga- Petitions Total 
' 
silane eiaipsiliiensendiniggidalacial alten i a esl = ra 
Received during fiscal year 1959._..............] 30 | 26 | 12 | 68 
Disposed of during fiscal year 1959. ...........- 28 15 0 43 
|- | — ———_—— 
On hand at June 30, 1959_.____._. scceaetaonal 2 | 11 | 12 25 
| 


The figures above represent workload for the last 10 months of the fiscal year 
1959. It is anticipated that this level of work will remain at substantially 
the same level during 1960 and 1961. Each investigation instituted involves 
extensive proceedings, frequently with hearings at two or three different cities. 


Mr. Tuomas. There were 92 positions last year, the same for this 
year, at. a cost of $845,082; 1961 shows a decrease of $2,693. 
Reading: 


The principal functions of this Bureau are the handling of proceedings involv- 
ing rail carriers, motor carriers, water carriers, and freight forwarders, under 
the various sections of the Interstate Commerce Act relative to authority to 
construct, acquire, or abandon lines of a railroad or the operation thereof; pro- 


posed discontinuances or changes in the operation by railroads of trains or 
ferries ; 


et cetera. 
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How many hearing examiners do you have in this Bureau ¢ 

Mr. Scummp. Twenty-four hearing examiners. 

Mr. Tuomas. How many are there in the Bureau of Motor Carriers? 

Mr. Ryan. None. 

Mr. Tuomas. There are 36 in Operating Rights, 38 in Rates and 
Practices, or a total of 118. 

Is there any overlapping of duties between Finance, and Rates and 
Practices? 

Mr. Scumip. No, sir. 

Mr. Tuomas. What is the difference ? 

Mr. Scumip. The Bureau of Finance, as you have just indicated, 
handles all financial matters such as the mergers, consolidations. 
abandonments, et cetera, whereas the Bureau of Rates deals excly- 
sively with the rate matters. 


Bureau or Rates AND PRACTICES 


Mr. Tuomas. Now we come to the Bureau of Rates and Practices, 
Put pages 111 and 112 and the worksheet on 113 in the record. 
(The pages referred to are as follows :) 


This Bureau conducts formal hearings, prepares proposed reports, proposed 
final drafts of reports (decisions), and makes recommendations upon pleadings 
and motions in the following types of proceedings : Formal investigations ; formal 
complaint and answer proceedings; investigation and suspension proceedings in- 
stituted upon protests, or the Commission’s own motion, with respect to changes 
in rates, classification ratings, fares, rules, regulations or practices pro- 
posed by the railroads, motor carriers, domestic water carriers, and freight for- 
warders in their tariffs; consideration of applications for relief from various pro- 
hibitions in the acts administered, including particularly section 4 of the Inter- 
state Commerce Act; and applications under section 5a of the act, from groups 
of carriers or freight forwarders, for approval of agreements entered into by 
them to govern methods of considering jointly the initiation and establishment 
of rates, fare, charges, divisions of revenues on joint traffic, rules and regula- 
tions affecting transportation of freight or passengers. 

Comparison of 1961 budget with 1960 appropriation personnel : 





Fiscal year | Positions | Services Travel Tota 
Re ee ee rend anne) ea = 114} $1,142, 104 $20, 000 $1, 162, 104 
ie ccebecssplseRGGGahsdencaainsGuasenbuges j 114 | 1, 145, 986 20, 000 1, 165, 986 


aiaiinssdidhitiaiacaiilaiaia 0 | —3, 882 0 —3, 882 


The decrease of $3,882 results primarily from one less compensable day in 
1961 as compared with 1960. 

The 114 positions provided in the 1961 budget are separated by categories 
as follows: 


Neen a nalilecrenes pian ty en epernbineaeumniene ania 1 
I cenapacaniarnensenniniiinenapenincvasenes ge 1 
ND) IN 5 taba een biel ich acne chichteist anche deacie- anaes milandsienbnil 38 
Attorney-adviser (examiner) —...-._--_--_----- a ee 56 
SO cceemeetninienireienen Teoh teat cael design 1 
Clerks, secretaries, stenographers, typist and messenger_____---~---- aa 17 

A itt ak hae he ke as cs sinha eit te ce hart dese pene ie ee 114 


Of the 94 hearing examiner and attorney-adviser positions assigned to the 
Bureau, 18 are detailed to assist and advise the Commissioners in the processing 
of proceedings referred to them for decision. 
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The following statement shows the total rate proceedings, including petitions, 
for the fiscal years 1957, 1958, and 1959 and estimates for 1960 and 1961: 











een 
| 
1957 1958 | 1959 1960 1961 

eit Pee a4 

Pending, beginning of year. -._......._-- sciiedipietiene’s 1, 206 1, 123 1,075 1, 429 1, 224 
CS EEE Ss ees 1, 867 2, 929 2, 792 2, 490 2, 490 
Work disposed of during year_............-.-...---.- 1, 950 2, 977 2, 438 2, 695 2, 737 
Ee. PONG on <c05.<ncandndee>--sinsedpendes 1, 123 1,075 1,429 1, 224 977 





The trend of the workload of the Bureau during the past 3 fiscal years is 
shown in the following statement, which includes the percent of change in 1959 
as compared with 1958: 








| Fiscal years Percent of 

O) ie ER Bs 8 

Total proceedings | fiscal year 1959 
1957 | 1958 | 1959 | in relation to 


| fiscal year 1958 


—_——4 





Pending, beginning of year._.........--...-.-.. ee ee 1, 206 | 1, 123 | 1, 075 —4.3 
a ee Se 1, 867 2, 929 | 2, 792 —4.7 
ae aici 1, 950 2, 977 | 2, 438 —18.1 
I tae chains euler 1, 123 1, 075 1, 429 +32. 9 








The incoming proceedings decreased 4.7 percent in fiscal year 1959 under fiscal 
year 1958. 

The number of proceedings disposed of during fiscal year 1959 decreased ap- 
proximately 18.1 percent as compared with fiscal year 1958. 

Several factors contributed to this result: A substantial number of examiners 
were detailed to work on several large and involved proceedings including ex 
parte No. 212, Increased Freight Rates, 1958, in which a report granting certain 
increases in rates throughout the country was decided September 9, 1958, and 
MC-C-1510, Iron or Steel Articles—Eastern Common Carriers, decided March 12, 
1959. A number of other proceedings were of such scope and complexity that 
the examiners assigned thereto could not devote any time to other proceedings 
formany months. Docket No. 10122, Standard Time Zone Investigation, I. & 8. 
No, 6615, Equalization of Rates at North Atlantic Ports, and Docket No. 32356, 
Fresh Meats—Midwest to East, and related proceedings, are a few of the more 
important and involved proceedings. 
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FUNCTIONS OF THE BUREAU 


Mr. Tuomas (reading) : 


This bureau conducts formal hearings, prepares proposed reports, proposed 
final drafts of reports (decisions), and makes recommendations upon pleadings 
and motions in the following types of proceedings : Formal investigations ; formal 
complaint and answer proceedings; investigation and suspension proceedings 
instituted upon protests, or the Commission’s own motion, with respect to changes 
in rates— 
et cetera. i By : 

Is there not duplication over here with finance in rates? 

Mr. Scumip. No, sir. 

Mr. Tuomas (reading) : 


Classification, fares, rules, regulations or practices proposed by the rail- 
roads, motor carriers, domestic water carriers, and freight forwarders in their 
tariffs; consideration of applications for relief from various prohibitions in the 


acts, including particularly section 4— 
et. cetera. 


WORKLOAD 


What about this workload table over here on page 112? What does 
thatmean? At the beginning of the year 1959 there were 1,075 cases; 
received 2,792; disposed of in 1959, 2,438 cases. That leaves you a 
backlog of 1,429 cases; is that right ? 

Mr. Scumip. That is right. 

Mr. Tuomas. What is the period of delay? I noticed in one of your 


tables you came up with a mean figure of about 8 months. Is that 
correct ? 


Mr. WINCHELL. Yes, sir. 

Mr. Tuomas. Some of your hearings have lasted 4 or 5 years. 

Mr. Gorr. They are the ones that increase the ratio. It is the big, 
hard-fought cases that add up in the average time for nenGiing cases. 

Mr. Tuomas. Was it 8,000 petitions filed or actions started ? 

What was your figure for 1959, the: overall including everybody— 
all your divisions and all your bureaus. What was that figure? 

I had a figure of 8,000. Is that too large? 

Mr. Scumip. Last year? 

Mr. Tuomas. Yes. 

Mr. Gorr. I am talking only about the cases that went to a hearing 
before a hearing examiner. 

There was something like 7,393 cases commenced. 

Mr. Tuomas. That was in all bureaus? 

Mr. Gorr. Those were where they went to a hearing before a hear- 
ing examiner. There are a number of cases that do not go to actual 
hearing. 

Mr. Tuomas. Is that figure you read 7,393 ? 

Mr. Gorr. Formal cases commenced. 

Mr. Toomas. That covers all of your bureaus? 

Mr. Wincuett. Cases that go before examiners. 

Mr. Scumip. For calendar year 1958, we opened 8,341 cases. 

Mr. Tuomas. What was the average length of time to dispose of 
those cases? Just don’t add in those big contested cases where you 
have been going to the Supreme Court and back that last for 5 or 6 
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years. Give us a realistic figure. I cannot imagine it is 8 month 
like you stated in your justification. It is less than that; is it not? 

Mr. Scumi. I can say it is on—well, you mean the time it takes to 
process a case on the average ? 

Mr. Tuomas. Yes; until you give a decision. That is the main 
thing they are looking for, is it not ? 

Mr. Scum. I can tell you the average age of the case or the age 
of the median case. 

Mr. Tuomas. If there is any guesswork, give us a guess. 

Mr. Scum. Average age of the pending cases as of December 31 
1959, was 9 months compared to 8.8 months iIn—— 

Mr. Tuomas. That is the table I have been reading from, or had in 
my mind. I think that isa little long, is it not? 

If you have some cases that have been in there 5 or 6 years, have 
been to the Supreme Court and back, et cetera, that brings the average 
up. 

Mr. Scumip. That is right. 

Mr. Tuomas. Isn’t 5 or 6 months a more realistic figure? 

Mr. Gorr. I think it is less than that for the ordinary case. 

Mr. Tuomas. How much less, Commissioner Goff? Give us the 
benefit of a good guess and then you can straighten it out if it turns 
out to be wrong when you get the record—4 or 5 months, 3 months? 

Mr. Gorr. It wouldn’t be that. What do you think Schmid? The 
Director is a better one to make a guess, 

Mr. Scumip. I have some figures here. 

Mr. Ryan. In the annual report it is reported the time to process 
a proceeding to a decision averaged 7.1 months, sir. 

Mr. Tuomas. That is the figure we do not like. I have read that 
one, too. We have already got it down to 3 months now. Can any- 
body get it down to less than 3 months? 

Mr. Wincue tu. No bidders. 

Mr. Tuomas. Gentlemen, I wonder if we can take a little recess 
and come back at 1 o’clock ? 

We should finish this reasonably early this afternoon. 


AFTERNOON SESSION 
Mr. Tuomas. The committee will please come to order. 


Boureav or Operatrne Rieuts 


Gentlemen, let us take a look at your Bureau of Operating Rights, 
which is one of your large activities. 

At this point in the record we shall insert pages 100, 101, and the 
work sheet on page 103, in the record. 

(The pages referred to follow :) 


BUREAU OF OPERATING RIGHTS 


The Bureau of Operating Rights handles all formal proceedings involving 
operating rights of motor carriers, water carriers, and freight forwarders, ex- 
cept those matters involving consolidation and merger of such carriers and the 
transfer of operating rights and applications for temporary authority to perform 
water-carrier service. The matters handled by the Bureau of Operating Rights 
include applications for operating rights, complaints and investigations which 
bring in issue the right of the carriers to perform service, proceedings looking 
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to the prescription of rules governing the carriers’ operations, and the revocation 
of operating rights. 
Comparison of 1961 budget with 1960 appropriation : 


ee ee eee 








Fiseal year Positions Personal Travel Total 
services 
6—E—Oy—EE caeeieidieiiaiiied naliniie wi 
Abe: bas appiciindien ad dan bendaiincteanen caateepend 227 | $1,780,090 | $118,995 | $1,899, 085 
1900..------------------- sessile Wis ly stare alain aati 204 1, 628, 667 | 103, 250 1, 731, 917 
————EEE — | a | ee 
i Chen ONO SONE oo cesccccenaniapnasesbaen +: 23 | +151, 423 rs +15, 745 +167, 168 





The increase of $167,168 is to provide for 23 additional positions and for travel 
to conduct an increased number of hearings to be held outside of Washington, 
D.C. 

The 227 positions provided in the 1961 budget for this Bureau are separated 
by categories as follows: 


a eda lennsptsseniosab cs eiestsg i dgcaaeschita canal 1 
Ea a a Sah deetens cs a cinta i eel 1 
ee a cihie ret eeeelenbaien teks ss be chns casas ccna 56 
I os ices ee eee eee ee ee 86 
ai slid bce teh dl bk ios nip Ga Semen be es ns sn a oN acl Sah as ga 9 
i a a So ir calor Sede igsensaokcn cDvsaibas SG 2 
Clerks, typists, stenographers___________-__~_- ae siinateing ekactesmu anna 71 
od einai rt rh th sips aca tattoo ES 1 

eR nT ccissimeaiie aniiasanaianaedimeatanmudi 227 


The following table shows the organizational sections of the Bureau together 
with the number of positions allocated for 1960 and the number requested for 
1961 : 


| Allocated Requested | Increase 














1960 1961 

I a | 4 | 4 ee a 
I ne owen : : | 48 55 | 7 
Section of Administration_.._______- Peo rhe 28 31 3 
Section of Appeals....._.__- See at 5 a 
Section of Captions.___ ee eee RS | 13 15 | 2 
Section of Certificates and Permits__- poe Sal Bi iee o5 ator 14 17 | 3 
i Ss ee 8 75 82 7 
Temporary Authorities Board..____._..._._..-_- aaa. 17 18 1 

gee rd tO Fe dtc du canddcnadenwtenaaal 204 | 227 | 23 








The number of applications for operating rights to institute new motor 
carrier service or to extend existing service has increased steadily by approxi- 
mately 10 percent each year over the past 4 years. Based on our experience 
during the past 4 years and the number of applications received during the 5 
months (July 1-November 30), there is every indication that this increasing 
trend will continue. We are now in an expanding national economy with an 
increasing demand for transportation services, particularly for motor transpor- 
tation of property. Technological improvements in motor vehicles, the location 
of new industries, the construction of plants by existing industries at new sites, 
all contribute to the increase in the number of motor carrier applications re- 
ceived. The Commission is under constant pressure to decide promptly ap- 
plications filed with it, and the additional work of the Bureau created by the 
enactment of section 212(c) of the act and section 7 of the Transportation Act 
of 1958 has slowed up prompt handling of applications to institute new motor 
carrier service or extend existing service. 

The number of matters in which recommended reports and orders are issued, 
usually after oral hearing, pending June 30, 1958, was 2,789. This number 
rose to 4,080 on June 30, 1959. It is expected that the number pending can 
be reduced to 3,788 by June 30, 1960; and a staff which will permit its reduction 
to 3,211 by June 30, 1961, is requested for the fiscal year 1961. 


51632—60——27 
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To enable this reduction in pending cases, seven additional hearing examiners 
and seven additional attorney-advisers are requested. 

The Section of Administration, which clerically processes the applications 
for operating authority, will be called upon to perform considerably more work 
in 1961 than in 1960. To enable this section to keep up with its work, three 
additional clerks are requested. 


Workload statistics 


[Number of proceedings] 


— 
Actual Estimated 
1957 | 1958 1959 1960 1961 
Applications for permanent motor carrier operating 
rights | | 
New 3, 164 3, 474 3, 893 4,250 | 4, 80 
Reopened 189 169 193 210 | 220 
Total 3, 353 3, 643 4, O86 4, 460 | 4, 900 
Hearings held 2, 659 2, 772 2, 860 3,155 | 3. 685 
Recommended reports served 2, 769 2, 538 2, 842 3, 125 3, 635 
Final reports circulated 1, 188 1, 674 | 1, 185 1, 300 1, 630 
Disposed of | C 
Dismissed R35 851 | 750 880 | 970 
Effective recommended order 1, 566 1, 304 1,779 1, 960 | 2, 300 
Report of Division or Commission 1, 103 1, 564 1, 022 1, 230 1, 550 
Total 3, 504 3,719 3, 551 4, 070 4, 820 
Pending at end of year 1, 928 1, 852 2,387} 2,777] 2,857 
Petitions in applications for permanent motor carrier | 
operating rights 
Filed AM 744 747 870 | 1,100 
Disposed of S10 S23 | 736 869 | 1,100 
Pending at end of year 2067 188 | 199 200 200 


Mr. Tromas. You are seeking to go from 204 positions in 1960 to 
227 in 1961. 

The cost this year for personal services was $1,751,917 including 
travel, and you plan to go to a total of $1,899,085, which represents 
an increase of $167,168. 

I notice your personnel of 227 is broken down into the Director, the 
Assistant Director, hearing examiners, 56: attorney-advisers, 86, and 
9 adjudicators. 

What is an adjudicator? 

Mr. Stitweti. An adjudicator is a person, for example, who ree- 
ommends on a temporary authority—the initial recommendation ona 
temporary authority in an application which comes to the Commis- 
sion. 

Mr. Tuomas. Your justifications state as follows: 

The Bureau of Operating Rights handles all formal proceedings involving 
operating rights of motor carriers, water carriers, and freight forwraders, except 
those matters involving consolidation and merger of such carriers, and the trans 
fer of operating rights and applications for temporary authority to perform 
water carrier service. 

Who handles those merger rights? 

Mr. Scumip. The Bureau of Finance. 

Mr. Tuomas. You further state: 

The matters handled by the Bureau of Operating Rights includes applications 
for operating rights, complaints and investigations which bring in issue the right 
of the carriers to perform service, proceedings looking to the prescriptions of 
rules governing the carriers’ operations, and the revocation of operating rights. 
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That is one of your big and important Bureaus. 
WORKLOAD 


What about this workload ? What do these figures mean ? 
Mr. Gorr. Well, Mr. Stillwell is here, and can answer. 
Mr. Wincue.i. He was answering— 
Mr. Tuomas. With reference to your applications for permanent 
motor carrier operating rights, new cases were 3,164 in 1957, 3,474 in 
1958, 3,893 in 1959, 4,250 in 1960 and the estimate for 1961 is 4,680. 

Mr. Scum. That isa 10- percent increase a year. 

Mr. Tuomas. With reference to the hearings held, starting in 1957, 
there were 2,659 in 1957, 2 72 in 1958, 2,860 in 1959, 3,155 in ‘1960, and 
your estimate for 1961 is 3,685 ¢ 

Mr. Scumip. That aawrett: 

Mr. THomas. How many cases were dismissed? You say “disposed 
of.” What is the figure for the number dismissed ¢ 

Mr. Ryan. 750. 

Mr. Tuomas. Is the figure 835 correct for 1957? 

Mr. Ryan. Yes, sir. 

Mr. Tuomas. And the figure of 851 for 1958 is correct ¢ 

Mr. Ryan. Yes, sir. 

Mr. ‘THomas. And, then you go to 970 in 1961. Were these mat- 
ters dismissed because of jurisdictional grounds, lack of prosecution, 
or what ¢ 

Mr. Strtuwewi. Lack of prosecut ion, mostly. 

Mr. Tuomas. That is one-fourth of your total filings; is it not? 

Mr. Srituwewv. Yes; it runs about that way. It usually runs about 
20 percent, but we cannot get them dismissed until we set them for 
hearing, because th: at forces them to either go ahead or dismiss. 

Mr. THomas. That leaves your pressing matters, then, very few at 
the end of the year; is that a fair statement ¢ 

Mr. Scum. No, Mr. Chairman; quite to the contrary. Our pend- 
ing load is 45 percent higher at the end of the calendar year than it 
was a year ago. Do you see the figure on the bottom line there? 

Mr. Tuomas. If one-fourth of them go out the window, does the 
assumption follow, then, that those that do not come to bat, the same 
number will go out the window ? 

Mr. STILLWELL. No; that would not follow. Most of those cases 
we receive have to be set for hearing, and that is when they are dis- 
missed. They have decided to either go ahead or dismiss. 

Mr. THomas. But, you have to give them a place on the docket ¢ 

Mr. Srituwewy. That is right. 

Mr. Tuomas. They then decide whether they mean business or not 2 

Mr. Srintwet. That is correct ; but if we do not set them for hear 
ing, they will just leave them sit there. 

Mr. Tuomas. What is the average leneth of time from the time of 
fling until the case is dispensed with or disposed of one way or the 
other ? 

Mr. Sru.twet1. I think it runs around 7 or 8 months. 

Mr. Scumip. It. is between 7 and 8 months. 

Mr. Tuomas. Did we not get that period down to about 2 months 


before lunch ? 
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Mr. Wincuet.. No, sir; the statutory time allowed on some of 
those runs it up to about 5 months. 

Mr. Gorr. If it is contested. 

Mr. Tucere. You cannot get them below 6 months, to save your 
life. 

Mr. Tuomas. What is the volume of your work? What is the 
largest single category ? What are your largest categories? 

Mr. Sru. LWELL. The motor carrier applications; that is, the motor 
carrier operating rights is the big one. 

Mr. Tuomas. Either extension, merger, or whatnot ? 

Mr. Strttwetu. Extensions or a new operation. 

Mr. THomas. What is next? 

Mr. Srittwevi. Of the permanent type it would be possibly the re- 
vocation, investigations, and so forth. We have, as you may know, 
what we call temporary groups. That is those “gr: indfathers” that 
were filed as a result of the Transportation Act of 1958 and also the 
conversion applications which were filed as a result of amendments 
to the act. 

The conversions are being disposed of quite rapidly. We are just 
getting to the real stage of »rocessing the “grandfathers” but when 
they are gone, they will not E repeated. So, that leaves as the first 
big group the applic ations for motor carrier rights; and, second, 
the revocation, investigations, and so forth. 

Mr. Tuomas. Taking an overall look at your four big operating 
bureaus, which form of tr: ansportation furnishes the most business? 

Mr. Strmutwevv. Motor carriers. 

Mr. Tuomas. Percentagewise, how much greater is that function 
than rail? 

Mr. Stittweii. Well, I am noexpert on that. 

Mr. Wincuett. Are you talking in number of cases, or in time? 

Mr. THomas. Yes, sir 

Mr. Wrincuetwu. For instance, in the Finance Bureau on some of 
those railroad discontinuances they take a lot of effort. 

Mr. Tuomas. I mean separate pieces of business. 

Mr. Wincuewwt. Motor carriers would run way ahead of anything 
else. 

Mr. Sriniweww. I cannot definitely estimate it, but I would say it 
would be practically 8 or 10 times as much. 

Mr. Tuomas. It has been testified that out of the 4 large operat- 
ing bureaus that motor transportation had more business and, per- 
haps, 3 or 4 or 5 or 6 times as much as rail, which is No. 2. 

Mr. Tucetr. Mr. Chairman, may I add that as far as applications 
are concerned, which is the bulk of motor carrier oper ating rights 
work, there are virtually no applications for extension of service from 
the railroads. They have their plant built and, in fact, it is shrinking 
a little. 

Mr. Tuomas. And they go to another bureau when they get ready 
to retrench; is that right ? 

Mr. Tucete. Yes, sir; tothe Bureau of Finance. 
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Bureau or TRAFFIC 


Mr. Tuomas. The next bureau for the consideration of the sub- 
committee is the Bureau of Traffic, and at this point in the record we 
shall insert pages 135, 136, 137, and 141 of the justifications. 

(The pages referred to follow :) 


BUREAU OF TRAFFIC 


GENERAL 


The program and performance of this bureau is shown under two activities; 
namely, “Activity No. 1—Regulation of carrier rates, practices, operating au- 
thorities and finance,” and “Activity No. 4—Supervision and interpretation of 
tariffs.’ The work of the Suspension Board and the Fourth Section Board is 
included under activity No. 1, and the Director’s Office, Sections of Rates and 
Informal Cases and Tariffs are included under activity No. 4. 

This Bureau receives and processes all freight rate and passenger fare tariffs 
and schedules of compensation which the carriers are required to file by the 
Interstate Commerce Act. These tariffs and schedules which are prepared by 
earriers and their agents must conform with the rules and regulations pre- 
scribed by the Commission governing the construction and filing of tariffs. Also, 
the Bureau receives and processes (1) all applications filed by the carriers for 
relief from the provisions of sections 6, 216, 306, and 405 of the act relative to 
notice and the form and contents of tariffs; (2) applications filed by rail and 
water carriers for relief from the provisions of section 4; (3) requests by ship- 
pers, carriers, and others for the suspension and investigation, under sections 
15, 216, 218, 307, and 406, of proposed rates and other charges published in 
tariffs or schedules filed but not yet effective; and (4) informal complaints and 
special docket applications. 


Comparison of 1961 budget with 1960 appropriation 











| 
Positions | Personal Travel Total 
| services | 
— —_ — -_—— — — [- | — T 
Fiscal year: | 
re at sopedenht 273 a 640, 127 | $1. 000 $1, 641, 127 
Se etateeim «mda "9 aaa 254 | ‘ S71, O78 | 1.000 1, 572, 078 
| ——$ a — ee 
Increase 1961 over 1960_--_- s +19 +69, 049 0 | +69, 049 
' 





The increase of 19 positions and $69,049 is requested for the following pri- 
mary purposes: 

(1) Eleven additional GS-8 tariff examiners, one GS-4 elerk-stenographer, 
three GS-3 clerk-typists, and one GS-1 messenger for the selection of tariffs 
to provide for more effective tariff examinations; (2) three additional GS-9 
report writers in the Board of Suspension to provide the staff needed to cope 
with its increased workload and to perform its duties efficiently and properly. 

There are approximately 19,000 motor carriers, 88 freight forwarders, 740 
rail carriers, 255 water carriers, and 120 pipelines. The following table shows 
for fiscal years 1957, 1958, and 1959 the number of tariffs received by this 
section for filing from carriers or their agents, and the number and percentage 
of tariffs criticized : 


Tariffs received and pages 





therein Criticisms Percent of 
written tariffs 
| criticized 
Tariffs Pages | 
Fiscal year 

eo ie es Dee 169, 807 694, S80 8, 690 5.1 
1958 | ae cae aed 176, 912 710, 511 6, 654 3.8 
as as 177, 892 702, 460 7, 423 4.2 
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The tariff examiners and their supervisors are responsible for examining 
tariff schedules filed by carriers of property, except carriers of express, for 
compliance with the act and the rules and regulations prescribed by the Com. 
mission in the form of tariff circulars and to criticize or reject those tariffs which 
fail to comply therewith or to definitely and clearly state the applicable rates 
and charges. 

There are certain duties which a tariff examiner must perform other than 
the examination of tariffs for compliance with our tariff publishing rules 
They include, among other things, the following : ' 

A 1) Checking tariffs for conformity with the following orders of the Com- 
MiSSion : 

(a) Special permission orders. 

(b) Released rates orders. 

(c) Orders in investigation and suspension dockets. 

(d) Orders in complaint and answer cases or investigation dockets, 

(2) Checking proposed operating authority against tariff filings. 

(3) Handling motor adoptions (purchases, leases, transfers). 

In performing all of the above related functions, it is necessary that tariffs 
be used in one manner or another. To show the extent of these particular func- 
tions, it should be pointed out that in fiscal year 1959 there were 11,504 applica- 
tions for special permission to depart from tariff rules or to establish new tariffs 
on less than 30 days’ notice granted. Approximately one-third of these special 
permissions covered more than one tariff. In many cases the special permission 
authority was used in 50 or more tariffs. This necessitates checking the au- 
thority granted in the special permission against the tariff publications as filed 
to determine whether or not the conditions of the special permission order have 
been met and the carriers have not exceeded the authority granted therein in 
making and filing their tariff publications. 

There were 27 new released rate orders entered in fiscal year 1959. Some of 
these authorities run to one tariff, others to many. Whereover reference is 
made in a newly filed tariff to a released rate order, the tariff publication must 
be checked against the released rate order to determine if the terms and condi- 
tions of the order have been complied with and the carriers have not improperly 
used or exceeded the authority granted in a particular order. 

There were 1,990 suspension orders entered in fiscal year 1959. A considerable 
number of these suspension orders involved more than one tariff or schedule, 
The entry of these suspension orders involved more than one tariff or schedule. 
The entry of these orders require that tariff publications be marked promptly 
to indicate the extent of the suspension and the date the rates are suspended. 
It also necessitates checking the tariffs filed by the carriers announcing the 
suspension of the rates to determine if the tariff publication is in conformity 
with the Commission’s order of suspension. 

There were 77 orders entered in fiscal year 1959 vacating orders of suspension 
which necessitated making the proper notations on the tariffs in order to permit 
rates heretofore under suspension to become effective. It also necessitated 
checking of tariff publications which were filed to give effect to the vacation of 
the suspension to determine whether or not carriers had properly construed 
and complied with the Commission’s order. 

In fiscal year 1959 there were a large number of orders entered by the Com- 
mission after hearings and reports in formal complaints and in investigation 
and suspension dockets which were required to be checked against the tariff 
publication to determine that the orders of the Commission had been properly 
complied with. 

The following table shows the number of positions authorized for 1960 and 
those requested for 1961: 


Auth ed, Requested, | Increase, 1961 
10m 1v6l over 1960 
Director's Office ‘ ‘ 
Board of Suspension 4] 44 3 
Fourth Section Board 14 1 


Section of Rates and Informal Cases 


Section of Tariff = ] 131 16 


Total 154 73 +19 
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Mr. THomas. Gentlemen, do you have a table on the workload? 

The Director’s Office breaks down the personnel into 7; the Board 
of Suspension, 44, and that is an increase of 3 over last year; Fourth 
Section Board, 14; Section of Rates and Informal Cases, remains at 
77 employees; and the Section of Tariffs goes from 115 to 131. That 
ig where your increase is. 


TARIFF EXAMINERS 


Mr. Wrincuetx. Those are the tariff examiners we were talking 
about earlier. 

Mr. Tromas. That is what you were talking about this morning? 

Mr. WincHuELL. Yes, sir. 

Mr. Tuomas. Could we use some of this “Other objects” money or 
some of that $64,000 and give you 8 or 10 more men here, or 6 or 7 
more ‘ 

Mr. Wincuett. What are you talking about? Are you talking 
about the printing allowance ? 

Mr. Tuomas. Yes. What do you think about that, Mr. Chairman ? 
Which is more important ? 

Mr. Wincuety. Well, it depends upon what information we make 
available to the public, and to the carriers, and to the shippers, 
whether that is more important to a certain group of people than the 
examination of the tariff is to the carriers, and to the competing 
carriers. 

Mr. Tuomas. You are the expert. Which is more important, in 
your judgment ? 

Mr. Wincuety. It depends on whom—we are there to protect the 
public—and it depends on which group you are talking ae 

Director Cox is here and he can probably answer that question. 

Mr. THoomas. What about it, Mr. Cox? 

Mr. Cox. I think more tariff examiners would be preferred. I 
think we need tariff examiners. We have been asking for them for a 
good many years. We do not get them, but I still think we need them. 

If I had the choice, I would say the tariff examiners are more 
important. 

WORKLOAD 


Mr. Tuomas. I believe the workload in this field appears on page 
151 of the justifications. 

You state: 

The following table shows the number of waybills checked for short-line dis- 
tances, and rates, for the past 3 fiscal years, and estimates for the fiscal years 
1960 and 1961. 

Is this the table? 

Mr. Cox. Yes, sir. 

Mr. Ryan. There is on page 155- 

Mr. Tuomas. Let us put the top of this page 151 into the record, and 
also page 155 of the justifications. 
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(The pages referred to follow :) 


The following table shows the number of waybills checked for short-line dig. 


tances and rates for the past 3 fiscal years and estimates for the fiscal] years 
1960 and 1961: 











Number o 
: way bills 
Fiscal year: checked 
O57 
1967-2 nnn nnn nnn nn nnn nnn nnn nnn nn nn nna 233, 562 
re URI nt mrrmrn eran ore niil 196, 
SR At en te tM i dn = 
ee ere ae nent naan nein Te esesiee mn methane 177, 887 
I Te en el E wiamensicee ae 178, 000 
c seti > 
SE I ae ccc cere rertneererenee sei shes peotiiin Sas Ab in irases nolo -----. 178 000 
Section of tariffs 
Sri = —_———____ 
Actual | Estimated 
a ‘ * et 
1957 1958 1959 1960 1961 
Tariffs and schedules } 
a ee mee 169, 807 176, 912 177, 892 184, 000 188, 000 
INE Bs Siete messadilstch indo wee tapas tbo wee 8, 690 6, 654 | 7, 423 12, 500 | 20, 800 
Rejected 2, 111 2, 519 3, 161 3, 600 4100 
Contracts received from motor contract carrier: 3, 207 3, 846 3, 899 | 4, 000 4 100 
Motor carrier contracts criticized _ --.- niet 92 213 411 450 | 475 
Contracts received from freight forwarders __-- 16,230 | 19,117 22, 161 24, 000 | 26, 000 
Freight forwarder contracts criticized ___.........- 208 317 436 500 | 600 
Special permission applications received - ---.-- 12, 084 12, 395 13, 022 13, 200 | 13, 600 
Powers of attorney, concurrences and revocations | 
I etl 12, 265 23, 417 10, 997 12, 000 | 13, 000 
Se Se one SE ee ee on eaaniaa 1, 628 2, 121 3, 333 3, 500 | 3, 600 
Letters and t legr a 21, 154 | 17, 672 15, 066 18, 000 | 19, 000 
Letters and telegrams sent........____. Sa 25, 966 25, 695 6, 727 34, 800 45, 800 
Temporary authority applications rece eived. ae 3, 839 3, 792 3, 651 3, 700 3, 860 
Dismissal amd revocation (operating authority 
mene ot O88 Se 823 | ‘4 1, 078 1, 300 | 1, 500 
Proposed certificates and permits received.________ 3, 104 2, 838 3,4 3, 800 420 
Transfer of operating rights received.._..........___- 1, 379 1, 449 | 1, 24 1, 400 1, 500 
Rele ased Fate S apy lice ations received ___ a 83 72 70 75 80 
Section 22 quotations and amendments Teceived___. a taaiesaeiel 17,783 | 20,296 22, 000 | 23, 000 
| | 


Mr. T 








Tuomas. You state that tariffs and schedules received in 1957 


amounted to 169,807, 176,912 in 1958, 177,892 in 1959, 184,000 in 1960 
and estimated for 1961 188,000. 

Off the record. 

( Discussion off the record.) 

What do these big figures mean ¢ 

Mr. Ryan. Which big figures? The tariff schedules received? 

Mr. Tuomas. Yes; the figure of 169,807. 

Mr. WincuHeEtw. Director Cox, will you answer that ? 

Mr. Cox. That is the number of tariff publications received. 


Mr. T 


Tuomas. Why do these figures continue to grow every year! 


Does it have any relationship to the change of revenue and change 
of rates? 


Mr. 
them: 
Mr. 


Cox. Change of rates. That is the whole purpose in filing 


is to change rates. 


Tuomas. When you give them an increase in rates, then do you 


get this big number of changes in schedules in the next 12 or 18 
months? 


Mr. 


Cox. In other words, insofar as those increases are concerned; 


but there are a lot of tariff publications filed not as a result of in- 


creases 
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Mr. Tuomas. Break it down. You are the expert in this field. If 
ou do not cane the rates for the next 5 years, will these figures 
eep on growing like this? 

Mr. Cox. About 90 percent of them will. 

Mr. Tuomas. Only 10 percent of the filings arise by virtue of 

increased rates / 

Mr. Cox. That is my guess; yes, sir. It is the competitive situation 
which is responsible for most of it; motor against rail, and rail against 
water, and piggyback is the latest development and is growing like 
wildfire. 

The opening of the St. Lawrence Seaw ay has now resulted in com- 
petition of rail and motor carriers to the Great Lakes ports, as com- 
pared with the eastern ports. You have a changing picture all the 
time, and rates are changing. That is the only way “they change the 
rates—by publication in tariffs, and filing them with us. 

Mr. Tuomas. And, as a matter of fac t, if you do not criticize them, 
they go into effect in wh: at length of time? 

Mr. Cox. On 30 di ays’ notice. They are required to be filed on not 
less than 30 days’ notice. 


PROCESSING OF TARIFF APPLICATIONS 


Mr. Jonas. Take us through the mill on one of these tariff applica- 
tions. In other words, you get a receipt in the morning mail of a new 
tariff ? 

Mr. Cox. Yes, sir. 

Mr. Jonas. What happens to it? 

Mr. Cox. Well, that is referred to a tariff examiner who examines it 
tosee that it gives proper and lawful notice. 

Mr. Jonas. How long does that take? 

Mr. Cox. It all depends. It might bea single publication of 2 pages, 
or it might be 1 — pages 

Mr. Jonas. Go ahe: ad. 

Mr. Cox. These are publications, and not pages that we are talking 
about. 

Mr. Jonas. The tariff examiner would not have to check 1,500 items, 
would he, to see if the proper notice was given ? 

Mr. Cox. Well, he may have to do that, because lots of times, par- 
ticular rates are established on short notice, and those rates are A 
ged with the short notice effective date on the pages on which they are 
published. 

Mr. Jonas. How much time does he devote to an average tariff fil- 
ing in the initial stage that you mentioned ? 

Mr. Tuomas. In the first place, he fills out a blank form that you 
prescribe? You tell him the form and procedure to use? 

Mr. Cox. No, sir; we prescribe general rules for the form and 
method of publication, but the carrier publishes the tariff himself. We 
do not furnish any blank forms to be filled in by him for that purpose. 

Mr. Tuomas. But you lay down the standard form which he uses; 
do you not? 

Mr. Cox. Yes, sir; the general rules. 


ag- 
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Mr. Tuomas. So, Mr. Jonas is asking you, then, instead of reading 
1,500 pages, if he has 1,500 pages, he is not going to read one-fiftieth of 
that amount; is he? 

Mr. Cox. As a practical matter he is not, because we do not have the 
time to do it. 

Mr. Tuomas. Suppose he did have the time? He would not do it 
then, would he? 

Mr. Cox. Well, he should. We used to do it at one time when I 
started in as a tariff examiner. 

Mr. Tuomas. Knowing what it is all about, you would not check 
but only the pertinent parts? 

Mr. Cox. You have to go through it to check for ambiguity and 
other things that may be wrong w ith it, and to detect things that are 
wrong. 

Mr. Jonas. For what is he looking? What could be wrong? 
What are the things he would be trying to discover about it? 

What is he looking for ? 

Mr. Cox. He is trying to detect indefiniteness in the statement of 
a rule and in the manner of stating rates in the tariff. In order to de- 
tect indefiniteness you have to re: id the rule. 

Mr. Jonas. What else has he been looking for ? 

Mr. Cox. Indefiniteness in the rule which the carrier has published 
that covers the application of the rates. 

Mr. Jonas. Is he looking for anything else ? 

Mr. Winc ee May In interrupt at that point? 

On page 138 we set out the 10 things that a tariff examiner checks 
for, but. without getting into the rate itself, and that is in most cases 
all we are able to do. 

Mr. Jonas. That is almost a mechanical proposition, checking those 
items; is it not? 

The trouble comes when you begin to determine whether the change 
of tariff is reasonable; does it not ? 

Mr. WINcHELL. Yes, sir; but we only get to check about 4 percent 
of those with tariff examiners. 

Mr. Cox. That is right; as to rates. 

Mr. Jonas. I thought you might be able to put into the record some 
statements which would show what these people do and why it takes 
so long to handle a case. 

Mr. Cox. It is set forth on page 138 of the justification 

Mr. Tromas. They have to check to see if they have tl e name of 
the carrier correct, and the name of the issuing officer, and the number 
of copies. 

Do you not really spot check these things and depend upon the 
public and your enforcement officers if these things get out of line, 
and it will not be long until someone will call it to your attention? 
Then your Compliance Division gets busy. 

Mr. Tucerr. Mr. Chairman, that is “where these are vital to the 
extent that these are not checked adequately. It just provokes more 
litigation and more hearings and more complaints which consume a 
lot. more time than if we catch them in the beginning. 

Mr. Tuomas. And, every one of them ought to be checked. 

Mr. Tucerr. After they go into effect, someone is going to file a 
complaint and then we have a hearing and go through that process; 
whereas, it might be suspended in the first instance. 
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Mr. Tuomas. Is there any penalty attached to the carrier if he gets 
out of line? 

Mr. Cox. With reference to the things that we detect which are 
wrong, we ask him to correct them, and that is done usually before 
the effective date. Or, if it is a serious matter, we reject the schedule. 

Mr. THomMas. But, there i is no penalty atts wched ¢ 

Mr, Cox. No, sir; no penalty, such as fines and things of that 


kind. 


SPOT CHECKING OF TARIFF APPLICATIONS 


Mr. Jonas. You would have to have 550 examiners in order to keep 
abreast of this work ¢ 

Mr. Cox. In order to do a thorough job with all publications we 
would, but we are asking for only enough to check 10 percent. 

Mr. Jonas. You chee k 10 percent of them now; do you not ? 

Mr. Cox. No, sir; 4 percent. 

We are asking for enough to check 10 percent. 

Mr. Jonas. On page 138 of your justifications you state that they 
handle 10 percent. 

Mr. Wincuett. Look up the fourth line from the top where it 
states tariffs are approximately 4 percent of the complete filings. 

Mr. Scumip. That is the projected figure you are looking at. We 
say if you give us 11 tariff examiners we can then check 10 percent 
of them. 

Mr. Jonas. But with 55? 

Mr. Scumip. That is right, but that includes the 11 we are asking 
for in this budget. ; 

Mr. Jonas. It does not make any difference if you cannot check all 
of them. The only thing you can do is spot check and then it be- 
comes a question of what percentage the spot check should include. 

Mr. Scumip. If we could do a 10 percent check during a 10-year 
period —— 

Mr. Tuomas. If 11 people are going to increase the output 60 per- 
cent, what will the other 250 people in the Bureau do? 

Mr. Scumip. They are not going to increase that much. 

Mr. Tuomas. That is just. a little mathematical equation; is it not? 

Mr. Scumip. These 11 additional people, Mr. Chairman, will apply 
themselves to these rate matters, and would not do 60 percent more 
work. They would boost that work with respect to rates from 4 
percent to 10 percent, but these 11 people would presume to be con- 
centrating on a more careful review of the rate matters in addition to 
these other things. 

Mr. Tuomas. When you start taking money away from the ship- 
ping public in the form of tariffs and rates, you are dealing with 
about the most serious matter before the Commission; are you not ? 

Mr. Tuceir. These tariff examiners 





NUMBER OF TARIFF EXAMINERS 


Mr. 'Titomas. How many tariff examiners do you use on this work ? 

Mr. Cox. Forty-four. 

Mr. Tuomas. What do the other 210 people do in the Bureau? 

Mr. Cox. Well, on page 141 of the justifications is a breakdown by 
sections in the Bureau. 
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Mr. Tuomas. That is already in the record. 
Mr. Cox. Yes, sir. 


SECTION OF RATES AND INFORMAL CASES 


Mr. Tuomas. On the Board of Suspensions you have 44, Yoy 
have 115 in the Tariff Section. In Section Rate Cases there are 77, 
What do those 77 people do in that is more important than checking 
over your tariffs? 

Mr. Cox. They check rates out of tariffs in connection with the 
matters before the Commission, both for mal and informal. We have 
a group that checks short-line distance in connection with the waybill 
study. We have a group that works on informal complaints also, 

Mr. Tuomas. What is the nature of the informal complaints? It 
looks like to me that is one of the most important duties of the entire 
Commission—checking your tariff schedules—and you have 254 people 
in the Bureau and about one-half of them are doing this very, very 
important work, 

Mr. Cox. Mr. Chairman, you asked about the nature of the work 
on informal complaints. That involves complaints of every nature 
you can think of. People complain about the rates that have been 
applied, the reasonableness of the rates, service and things of that 
kind. They write to the Commission informally and the Section of 
Informal Complaints takes it up with the carrier and attempts to 
adjust the matter informally. To the extent that they can make the 
adjustment, it avoids the expense of formal hearings to everyone 
concerned. 

But we have no power to compel the carrier to do anything in- 
formally. 

Mr. Trromas. If you had checked over the rates and either approved 
or disapproved them, right off the bat, then you would not have too 
much need for these 77 to do this work ? 

Mr. Cox. I do not think we could ever get enough people to check 
all the rates, and determine whether they are reasonable or not. 
To the extent we could get examiners and make a better examination of 
the tariffs, it should reduce the number of complaints regarding the 
applicability of the rates, and help reduce the work of other units. 

Mr. Tuomas. This goes back to our original question: You cannot 
do anything with these people except make a spot check, and you want 
to increase that spot check from about 4 percent to 10 percent ? 

Mr. Cox. That is right, sir. 

Mr. Tuomas. Your two sections combined—your informal com- 
plaint section and your rates section—work hand in glove. By in- 
creasing the number of examiners, would that decrease your Com- 
plaint Section ? 

Mr. Cox. It would have a tendency in that direction. I would not 
stand here and say absolutely that it would. 

Mr. Tromas. Take all of your people on complaints and put them 
on tariffs, then. 

Mr. Jonas. He is not going to get into that trap. 

Mr. Tucorr. Let me attempt to answer that, Mr. Chairman. 

If we do not answer these informal complaints when they write 
in, where is the Commission going to stand as a public servant? When 
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someone writes in, we have some one to check the tariff, and some one 
to write him, and write the carrier, and try to adjust it. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuaerx. There are several thousand of those every year. 

Mr. Cox. As a matter of fact, a large number of them are referred 
tous by Congressmen and Senators. 

Mr. Wincuetx. They just send them along to us to prepare the 
answer. 

Mr. Tuomas. And, I think the Commission does a pretty good job 
of handling its congressional mail. We do not hear of any com- 
plaints; do we, Mr. Evins ¢ 

Mr. Evins. No, sir. 

Mr. Tuomas. Do you hear of any, Mr. Jonas ? 

Mr. Jonas. No, sir. 

Mr. Tuomas. I do not. 

Mr. Weiss. Mr. Chairman, there are 10,000 of these informal com- 
plaints and there are 200,000 tariffs consisting of 800,000 pages each 
year filed with the Commission. 

Mr. Tuomas. Mr. Weiss, we have just completed that. 

Off the record. 


(Discussion off the record.) 
BOARD OF SUSPENSION 


Mr. Freas. Mr. Chairman, before you leave that, I would like to 
call attention to page 144 of the justification. 

I think the information there is particularly significant and goes to 
most of the things that we have been talking about today. 

We can not measure our work by the number of carriers that we 
have. You suggested a while ago that we do not have any more rail 
carriers than we had before. But it is not the numbers that control 
itentirely. It is the intensity of it. 

For a long time in the fights between the rails and motor carriers, 
the rails seemed to be more than satisfied if they could keep a motor 
carrier from undercutting them, but in the last couple of years, and 
particularly since the 1958 legislation, this rate question has become 
tremendously more intensive in the competitive situation. 

Mr. Tuomas. Do not the field offices attend to most of this cor- 
respondence? You have some very formidable tables on page 144. 
I think they are already in the record. Do not the field people get 
the brunt of the complaints? Are not the complaints written to 
the field ? 

Mr. Freas. No; this 

Mr. Tuomas. It is through not only correspondence that these 
complaints come in, but by telephone or telegram to the field ? 

Mr. Freas. No; this is not handled through the field at all, and it 
could not be. This goes to the rates that the carriers file. What I 
am trying to point out is that in 1957 the total number of complaints 
was 3,620, and within 2 years it has increased 50 percent. That is 
not by reason of more carriers, but by reason of the intensity of the 
competition. 
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In the past when the Board of Suspension ac ted on those protests, 
that was to a large extent final, but from 1957 to 1959 these appeals 
have gone from 53 to 397. 

We have an almost eightfold increase in these appeals. Each one 
of those goes to either a particular rate, or a particular rate adjust- 
ment. All of them have to be checked out. M: any of them are sent 
back to our cost section. Those that are litig ated involve our legal 
department. It goes right through the entire organization. The 
competition has become so intense that the way it was handled a 
couple of years ago with a minimum of work is just no criteria of the 
way it is today. Practically every downward adjustment—I want 
to correct, that—not. practic: ally every one, but a very large number of 
the downward adjustments now are protested by either a competing 
shipper that thinks he is adversely affected or, more frequently, by a 
competing carrier, and that multiplici ity of work has just ine reased 
all throughout not only one bureau, but throughout eight bureaus, 
An eightfold increase in appeals is something we ourselves cannot 
understand. Nevertheless, we have to cope with it. 

Mr. THomas. Perhaps that is just temporary. I notice these fig- 
ures up here are of cases protested. , 

Mr. Freas. There has been a 50 percent increase in 2 years. 

Mr. Tuomas. It goes from 5,700 to 5,800. 


Bureau or Sarery AND SERVICE 


Now, gentlemen, let us take a look at your safety and service 
activity. 

These gentlemen ought to take a little of that: punishment here. 
In the Section of Car Servic e you want to go as 97 positions 


At this point. in the eaoed we rt all insert pages 114, 5, 116, 117, 
118, 119, and also 125 and 126 into the record. 
(The pages referred to follow :) 


BUREAU OF SAFETY AND SERVICE 


The primary work performed by this Bureau includes inspection of sefety 
appliances, signal and train control installation, and locomotives, and enforeing 
compliance with car-service regulations designed to increase the utilization of 
railroad rolling stock. 


Comparison of 1961 budget with 1960 appropriation 


l 
rf Positions aa Personal | Travel Other | Total 
| | Services | | objects | 
| ’ | 
-_ | | —_ 
Fiscal year: 
1961 eT 358 | $2, 871, 792 $528, 768 $256, 818 $3, 657, 378 
1960 | 358 2 226. 964 528 768 999 R57 3. 585, 580 


Increase 1961 over 1960... 0 +44, 828 0 +26, 961 41,7 739 
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$3, 657, 378 
3, 595, 580 


“$71, 780 


—e 


429 


The Bureau of Safety and Service consists of four major units. The following 
statement shows by these units the number of positions requested for 1961, which 
js the same number of positions authorized for the current fiscal year: 


ns WOOO... eS. 8 Od A a ee ee 8 
aN IR Ta BN ca ap ltt se hs teh nes ipa earch blew ea alae ee 97 
SN oe TANCES” RUN NN cg owe rcs mec ptuneengg -oomev cecuen seo omeeraneres 109 
SN, CUE PERN EIONGE RN og esd png geome cela rer eres cena nicepicionirn iene enar 144 

PN 2S i cr clap senna a lle cs eps cs opi wets I ine la 358 


The increase of $71,789 requested for 1961 is for the following purposes: 
PERSONAL SERVICES 


The increase of $44,828 requestion is to provide for within-grade salary ad- 
yancements and terminal leave. 


OTHER OBJECTS 


An increase of $26,961 is requested primarily for the Government’s contribu- 
tions for employees’ health benefits program and for the replacement of old and 
wornout equipment. 

DIRECTOR’S OFFICE 


In addition to guidance and direction over the entire railroad safety and car- 
service program, the Director has specific responsibility for the coordination of 
the field work and all administrative activities of the Bureau. 

Comparison of 1961 budget with 1960 appropriation : 


i 
Fiseal year Positions | Personal Travel Other | Total 
| services | objects | 
Bee ste absent tween posses 8 $58, 077 | $1, 200 | $4, 315 | $63, 592 
1960 Entice ae Sone as 8 | 58, 299 | 1, 200 3,915 | 63, 414 
Increase 1961 over 1960____.-.___.___- 0 —222 | 0 +400 +178 


The decrease of $222 for personal services is for 1 less compensable day in 
1961 as compared with 1960. 

The increase of $400 for other objects is for the Government’s contributions 
for employees’ health benefit program. 

The 8 positions provided in the 1961 budget for this office are separated by 
categories as follows: 


Director___ 


a I i i 1 
I i a a 1 
I a a a Ad ee i ok le 1 
I RI i as ahh eh i wl ecinadtsbdiclecenieribis aan dalle 1 
IT © Os csc occa cea ed melon wiceornttual lb cs cinta toca talented aed 4 

Sica cna Rea tiTis i bs haat otc css seid S cxdibpa benctaib tial tie teae 8 


SECTION OF CAR SERVICE——BUREAU OF SAFETY AND SERVICE 


This Section administers the provisions of section 1, paragraphs 10 to 17(a), 
inclusive, of the Interstate Commerce Act, which comprise the car service pro- 
visions and the emergency powers of the Commission with respect to car service. 
It prepares regulations and emergency orders regarding the use, control, supply, 
movement, distribution, interchange, and return of locomotives, cars, and other 
vehicles used in the transportation of property. The policing of these orders is 
done by a field force of agents who work directly with individual railroads and 
industries in handling problems relating to the movement of traffic. 
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Comparison of 1961 budget with 1960 appropriation : 





z init 
Fiscal year Positions Personal Travel | Other | Total 
services objects | 
_ ee a —— _ - —— = 
EEE EEE | ey 
1961 cS Men ah en Lh aS 97 $813.107 | $104,000 | $78, 771 | $995, 878 
aE SE eh ale at acl 97 | 816,165 104, 000 73, 224 993, 389 
Increase 1961 over 1960...........-..- 0 | —3, 058 0 +5, 547 +2, 489 








The decrease of $3,058 in personal services results from 1 less compensable 
day in 1961 as compared with 1960. The increase of $5,547 for other objects ig 
for the Government’s contributions for employees’ health benefits program. 

The 97 positions provided in the 1961 budget for this section are separated by 
categories as follows: 





Depart- Field Total 

mental 
i — nn ininla ale s | cae 
RA, TORRE oi oon os kd cewaccctnucceudbcensbik : 1 | 1 
Assistant Chief of section ] ] 
Chief of branch. 2 2 
Attorney | l ] 
Transportation analyst 2 2 
Field supervisor ! 1 
Safety and service agent- 63 63 
Zone stpervisor _ 10 10 
Clerk-stenographer 11 16 

ee Ea iuallainceniae aaecalbibiep acted asia 12 85 q7 





The activities of the section of car service are directed chiefly toward the 
promotion of efficiency and economy in car service to assure carriers’ compliance 
with the provisions of the act and to develop a flexible and usable supply of 
freight cars and railroad equipment; it assists in seasonal movements through- 
out the United States, such as the moving of grain in the South and Southwest, 
perishables in Arizona, California, Texas, and the Southern States, lumber and 
forest products from the Pacific Northwest, and livestock from Florida and the 
western ranges; and it acts to obtain compliance by rail carriers and shippers 
with the Commission's regulations for the transportation of explosives and other 
dangerous articles. 

The freight car supply situation has been a problem in the United States for 
a number of years. An inadequate serviceable car ownership aggravated fur- 
ther by carriers’ failing revenues during 1958 and curtailment of car repair 
programs, together with the failure of some carriers to utilize their existing car 
fleet efficiently, has resulted in shippers in various parts of the country suffering 
severe car shortages. During the fiscal year 1960, the serviceable freight car 
fleet was the lowest since World War IT. 

A statement beginning on page 118, shows comparable data for class I rail- 
roads for the years 1959, 1958, 1957, and 1956 of freight car ownership, new car 
installation, retirements, cars ordered, and surpluses and shortages. 

As of December 1, 1959, serviceable freight cars totaled 1,621,302. This is the 
lowest number of serviceable cars reported since 1940, except for the month of 
October 1959; and veflects the carriers’ failure to repair equipment during the 
business recession of 1958 and during the steel strike of July 15 to November 7, 
1959. The very high rate of retirements during the year ending December 1, 
1959, totaling 84,995 cars exceeded installations during the period by 134 
percent. 


431 


692 “LS | 
OFF ‘99 
Ose “LI 
882 ‘SF 
81z ‘Lee | 
C00 “PLZ | 
ZLI ‘OS 
989 “92% 
"€9 

‘oe 


L9Z 
o28 
910 
682 


OIT 
£09 ‘62 
SIZ 
1e8 





OSG we i i i tiadod 


mom 


NOrn~oanw 


on 


‘ITZ ‘T 
“SZ ‘T 
“989 ‘T 
“889 'T 


1*6 
69% 
F£6 
09% 


‘18 ‘T 
‘OTS ‘T 
“28 “1 


GLL I 


16e 
220 
612 
19% 





S189 [BIOL 


a) 


LZ 
SES *L 
S21 °% 


ZrO % 


IR 


ZEl OI 
086 “LT 
009 ‘OT 
992 ‘OI 


rAal) 
O&F 
IS? 
966 








SIF 
62% 


089 
Sho 


ItNDWDOOr 


Om te 
09 09 wt od 





NS 
ae 


‘ey? 


OFF LL 
116 ‘62 
S18 ‘LZ 


Org CL 


ese ‘T8 





soo 


612 2% 
FOI ‘Z 
268 
026 


oe 


o=n 


Otto 
SS tt tt et od ai ord ti a od 


oo 


Ne 


6 °F 








‘ 


£90 6 
18 9 
16 “T 


O68 G 





err Ll 
€9L 2 
19 § 


, 
) 
1908 


Prt 
StI 
I- 


| 261 


820 ¢ 
cel ¢ 
eI 
ree 'E 


FTOWANOAN 


NG HAR RRR RRR 


ona 





169 





028 











69 “8g 


BES ‘FF 
I ‘o¢ 
9 


Z10 ‘09 


ioddoy 
poe2a0g 























aia 12 
oI | Te‘ 
‘LI | 928 ° 
| ‘6S 818 ZI 
SPI ‘OT Che 
LOE ‘8% | Fz ° 
910 “SZ | 060 “ST 
PLP OL Lor’ 
rE 2¢ 
€°L 69 
g 9¢ 
£ 7 2 
¥ 129 
t 129 
8F | +9 
6'8 Z 01 
119 | 2° 
6 1 9'6 
‘IT I 21 
| 2°01 ZI 


| Z80 ‘68P 
ILL ‘b6F 
OSE “SLE 
L6L SSF 





IT ‘90° 
8ZF LIC 
$06 ‘$29 
| 9b ‘SOS 











aaddoyy 





elopuofg) 








ogo “L 








902 ‘% 

Yi 

192% 

£86 '€ 

982 3% 
619 'E | 
66% 











> 


'- Owe 
a 


C68 ‘C6 
8E6 £6 
LLS 68 


39 “2 





624 ‘66 
TEP 66 





poyBs9spsjoy 





OF 


92 


g¢' 


1g¢ 
F9E ° 


90F 


IS SES 


880 “SIL 


+7 


wre 


) 
v 


oO OD 


won 











xog 











6961 s4vnefi poosy ‘saur] «09 40;0490614fo4 a20A1I4d Ppa2]04zUO02 PUD 


SMO Oe ow 
oes 


S 


the 


ince 





ee st ess fe 
of Fano 
~ wees 





pers 


ther 


for 
fur- 


: 


pair 


op 

op 

op 

op 

op 

op 

op- 
op” a 
op” vm 
op” 
Oop 
jusol0d ~~~ 


PeUNO PYOA]IDA 


car 
ring 
car 
< il- 
car 





6961 
-p M1ijod SIT oO 
9961 
LS61 
% : SS6I 
; 6861 
pal[eysul suBO 
j[ ‘OSBIOAB A[YJUOUL MO'T 
‘asesoae A[YPUOU YAP 
QS6I ‘eaBIVAB [BNUUY 
Fs Log] ‘eAvsoaAe ATYJUOU MOT 
r 7 Jo6| ‘adBs0ae A[YQUOUL YSIFY 
1661 ‘adBsoAe [enUuUYy 
R961 ‘esRseAe A[YJUOU MO'T 
c ““gceg] ‘oduJeae A[QQUOUL YS 
’ RC6] ‘OFRs9AB JeENUUY 
6961 ‘edvIeAG ATYIUOU MO'T 
““""@C6T ‘adus0AB A[YJUOU! YS 


OSE 


9961 












RSE TAE SRR SS ESSN 661 ‘eFvIOAN [eNUUY 

:S1B9 [Qt dO] AJOSU f) 

----- eccccccecocncsoescoso ~““Q9C6l ‘OE suns 

asesse - Acasepenseracesoreonesos saat ie BUNt 

SSeS ee ee oe ROS “OR euns 
cechaes™ Praretehesents: ~~ 6961 ‘Og euns 

:d]YSIVUMO [GBI] AlIg 

eee 9861 “OF GuN/ 

“ re -- posenessees cee aa Tae ane 

eee te Mee ne ““"""g86I “OF vun | 


6c6I ‘Of vuns 
SAT YySsOUMO [BIO], 


PUD spYvoe4zIwA TJ 








. the 
h of 
the 





60 


oO 
532 


51¢ 





432 








98I ‘2 
OFS ‘EI 














60F ‘621 | Tet 

O18 ‘16 | PIT’ 

LoL lz PoP ‘I 

£26 ‘OF OZT “I 
S189 [810], S19YIO 


penurjuog 

















0 
O88 ‘Z | 28 ‘S 
PFT | 18% ‘2 
g 2 
FF ‘Z PRO ‘E 
906 £ZE ‘I 
ORF * 
| 8P6 
£66‘ 
T 
LA 








joddoy 
PaJ0A 








0 
OFS 


228 





1z 
996 FE 
61g 








19 ‘68 
ORL “IE 
Z06 'R 

ZhP OT 





Joddoy{ 











POY 
PIT 
6LI € 
Ch ‘b 





efop 





on 


| poywesassjoy 








ler 9 
RIE 
L9@ ‘I 


ose % 





c 
220 ‘81 


61 + 





OL0 ‘% 


£69 18 


SOF ‘Z 





xo" 


MOT ALIEC 
qaiy Alivqg 
edvloae AEG 


MOT ATTRC] 
qaiq Allied 
adRIVAB ATIVE 





MO] AlIBG 
yay Aled 
OSBIIAB ALTRG 


MO] ATIRC 
ysry Allied 
osBsVAv ALIVG 

















dans Ivo qQ3te1 4 
OC6l ‘OF ou 
L661 ‘Og ouNns 
RCSL “OR ouNns 
6.61 ‘OR euns 
lopis0 ) SIBO MAN 


9961 pun “L061 ‘8¢6I ‘6961 s4vah pvosif ‘saur) 409 sopvsabr1fa4 aynarsd pazjo4jU0I pun paumo pno.sjrDs pun sppodjtD4 J 88D).) 





433 


WORKLOAD STATISTICS 


The workload statistics shown in the following table cover the main work of 
our field force for the fiscal years 1957, 1958, and 1959, inclusive, and estimates 
for the fiscal years 1960 and 1961. Years of experience have shown, that when 
a full program of inspections is possible, particularly field inspections, a marked 
improvement is noted in railroad motive power. However, the following table 
shows a marked increase in the number of locomotives found defective, which 
resulted in the large number of locomotives ordered withheld from service. 
This increase was due to two things First, due to retrenchment in repairs and 
maintenance programs caused by the financial condition of many of the rail- 
roads, the condition of motive power began to deteriorate; secondly, the super- 
yisory program recently inaugurated provides better supervision in the field, 
leading to a more uniform understanding of the law and rules and improved 
enforcement program. 


Fiscal years 


1 


Reports and inspections Actual Estimate 
‘ WI To 
1957 1958 1959 | 1960 | 1961 

Locomotives for which reports were filed _ - 37,353 | 36,905 | 36,069 | 36,000 36, 000 
Number of locomotives inspected 100, 607 | 95,593 |105, 347 |106,800 | 106, 800 
Number of locomotives found defective . 9, 887 8, 394 | 10,912 | 12,282 | 12,282 
Percentage inspected found defective 9.8 | 8.8 10.4) 11.5] 11.5 
Number ordered out of service. ____. ‘ 518 | 305 648 | 700 700 
Number of defects found ---_........-. eat 26,385 | 21,532 | 32,330 | 40,000 40, 000 


WORKLOAD 


Mr. Tuomas. You state as follows on page 125 of the justifications: 


The workload statistics shown in the following table cover the main work of 
our field force for the fiscal years 1957, 1958, and 1959, inclusive, and estimates 
for the fiscal years 1960 and 1961. Years of experience have shown that when 
a full program of inspections is possible, particularly field inspections, a marked 
improvement is noted in railroad motive power. However, the following table 
shows a marked increase in the number of locomotives found defective, which 
resulted in the large number of locomotives ordered withheld from service. This 
increase was due to two things. First, due to retrenchment in repairs and 
maintenance programs caused by the financial condition of many of the railroads, 
the condition of motive power began to deteriorate; second, the supervisory 
program recently inaugurated provides better supervision in the field, leading 
to a more uniform understanding of the law and rules and improved enforce- 
ment program. 

SECTION OF CAR SERVICE 


Mr. Trromas. You state at page 116 the following: 

This section administers the provisions of section 1, paragraphs 10 to 17 
(a) inclusive, of the Interstate Commerce Act, which comprise the car service 
provisions and the emergency powers of the Commission with respect to car 
service. It prepares regulations and emergency orders regarding the use, con- 
trol, supply, movement, distribution, interchange, and return of locomotives, 
ears, and other vehicles, used in the transportation of property. 


That is a very important work. 


NUMBER OF PERSONNEL 


_ 


In your car service you have a total of 97 with 85 of them in the 
field, and 12 in the office. We have just read the duties of them. 
Where are these people located ? 
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Mr. Scumip. They are located in all the various offices in the coun- 
try—13 different regions—and some of them are in the suboffices, 





SERVICEABLE FREIGHT CARS 


Mr. Tuomas. You state as follows: 


As of December 1, 1959, serviceable freight cars totaled 1,621,302. This is the 
lowest number of serviceable cars reported since 1940, except for the month of 
October 1959, and reflects the carriers’ failure to repair equipment during the 
business recession of 1958, and during the steel strike of July 15 to November 7 
1959. The very high rate of retirements during the year ending December : 
1959, totaling 84,995 cars, exceeded installations during the period by 134 
percent. 


You have three sections here, and the total figure is 358 people in 
the whole Bureau, and it remains constant / 

Mr. Scumip. Yes, sir. 

Mr. Tuomas. At a total cost of $3,657,378, which is an increase of 
$71,789 over 1960. Isthat for your health program / 

Mr. Scumip. That is right. 


SECTION OF LOCOMOTIVE INSPECTION 


Let. us take a look at your locomotive inspection. 
At this point in the record we shall insert pages 122 and 123. 
(The pages referred to follow :) 


SECTION OF LOCOMOTIVE INSPECTION 


The Director of Locomotive Inspection is charged with the administration of 
the Locomotive Inspection Act enacted to promote safety of employees and 
travelers upon railroads by making it unlawful for any carrier to use or permit 
to be used on its line any locomotive unless the locomotive and all parts and 
appurtenances thereunto appertaining have been inspected as required, and are 
in proper condition, safe to operate, and comply with the approved rules and 
regulations established under the act. The primary function of this section is 
to determine that required inspections of locomotives are made by the carriers; 
that defects disclosed by these inspections are repaired before the defective loco- 
motive is returned to service; that general design, construction, and repair 
practices comply with the requirements and promote maximum safety in order 
that accidents and casualties be minimized by the elimination of unnecessary 
hazards. 

Comparison of 1961 budget with 1960 appropriation 





| ' 
Fiscal year | Positions Personal Travel | Other Total 
services | object 
= colina cs acetic Serelastaniatonmene ooeanae a 
1961 yee enet Cent, Stee 109 | $837,877 | $182,862 | $73,761 | $1,094, 500 
1960.__.... id sa sheen delaeiahtond 109 807,207 | 182,862] 64.481 | 1,054 650 
Increase 1961 over 1960.......-.------ 0} +30,670 | 0 +9,280|  +39,950 


Of the increase of $39,950 shown above, $30,670 is for within grade salary 
advances and terminal leave, and $9,280 is primarily for the Government’s contri- 


butions for employees’ health benefits program and for the replacement of old 
and wornout equipment. 





he 


he 
. 7 


34 


in 


1 of 
and 
mit 
and 
are 
and 
n is 
rs ; 
0C0- 
pair 
“der 
ary 


al 


-——— 


4, 500 
54 550 
39, 050 
lary 


ntri- 
old 





435 


The 109 positions provided in the 1961 budget are separated by categories as 
follows: 


_  , 


| 
Departmental) Field | Total 





— aol 











Suatoe of locomotive inspection. . ..........-..--...-.--<---- i LE ieee 1 
nt director of locomotive inspection__..........__-____- 1 US st eee SON | 1 
Jone super Visor ....-------------------------------------------|------------ =-| 9 : 

ANO@OT . ~ - - - - - - =~ - = oon eo nn nnn nnn ne nen eee nn enn- @ | ---------00--- 
antes Ds wtdcdhbknaenenaeteenkvanmasmeoanes Sea tcunscanaaa eae 53 53 
Assistant to aia eiteet deni cine nian ese siediaaaianidad So Nee be eee 1 
Administrative assistant .--.-.-- iin hs aie’ ono ee cent enbanaratias eae 1 s ontgeieaowaresene 1 
Clerks, stenographers, and typists. .......-...---.------------ 17 | 24 41 
tins aaaduninipoeh ch nanaae mena dng mamgeees 23 86 109 





The 1961 budget provides for 109 positions to carry out the program for the 
enforcement of the Locomotive Inspection Act. The primary duty of the district 
inspector is to see that proper inspections of all locomotives are being made by 
the railroads and to acquaint himself as to condition of motive power in his 
respective district by personally inspecting locomotives at various railroad fa- 
cilities. Results of conditions found are transmitted to the chief mechanical 
officials of the railroads and where dangerous defects are uncovered, the loco- 
motive involved is ordered withheld from service until the condition is rectified. 
Shop practices are also observed by the district inspector, followed by interviews 
with proper officials to discuss conditions and practices in their own jurisdiction. 
When accidents occur, coming within the purview of the act, a complete inves- 
tigation is made with findings transmitted to the Washington office. These in- 
vestigation reports are carefully checked by the engineering section, resulting 
quite often in the finding of facts that may be used to prevent similar accidents. 

On January 1, 1959, new rules for the inspection and testing of other than 
steam locomotives, became effective. As a result, it was necessary for the in- 
spectional force to instruct the railroad mechanical officials in the interpreta- 
tion and application of the new rules and to see that the new rules were being 
enforced. 

Now, after some years of transition, virtually every major railroad in the 
country has converted from steam to diesel-electric locomotives. As a result, 
the district inspectors are devoting most of their inspections to the more com- 
plex diesel-electric locomotives with their intricate control systems, relays, and 
protective devices. Consequently the district inspector must devote more time 
and effort to the inspection of the modern locomotives. 


Mr. Tuomas. Where is Mr. Taylor? 

Mr. Taytor. Right here, sir. 

Mr. Toomas. We have not had a speech from you at this hearing. 

How are we doing, Mr. Taylor? 

Mr. Taytor. Doing fine so far. 

Mr. Tuomas. That record looks mighty good. 

You have a total of 109 positions, 86 in the field and 23 in the Dis- 
trict, which includes 17 clerical positions. 

Your increase of $39,950 is for what ? 

$30,670 of it is for in-grade promotions and terminal leave, and 
$9,280 is for the health program; is that correct ? 

Mr. Taytor. Yes, sir. 


ACCIDENTS AND CASUALTIES 


Mr. Tuomas. We will insert the table which appears on the bottom 
of page 124 of the justifications in the record. 








(The table referred to follows :) 


Fiscal year 4 ccidents Casualties 
eer ec de oa os 457 ry 
1947-2277 wecigetice tr EEE 400 | 505 
—s SR Pe . : 382 425 
RRs cSAEU SORRY pian cpp : 24 3% 
BOND... «22 sesnneneena-2-oeenese-=- 22) 244 
se ee : 22] 315 
Nein sees.es cok de tues : 196 207 
ee eke oe 134 162 
1954... -_..-.-.-- ee 105 305 
= eae a sca akas eee oan = 145 
ders ae = 75 wp 
= _ . 7 : Of ’ 


Mr. Tuomas. The total number of accidents in 1946 was 457, In 
1954 it dropped to 105, and in 1957 to 75, and in 1959 to 66. 

That is quite a remarkable record ; 1s it not 

Mr. Wincuet.. Yes, sir. 

Mr. Tuomas. You have had two or three bad accidents; though in 
January of this year, have you not, Mr. Taylor / 

Mr. Taytor. Yes, sir. 

Mr. Tuomas. What was the cause of that big wreck where it looked 
as if the coaches just bounced off the track ¢ 

Mr. Taytor. The investigation has not been completed on that yet. 

Mr. Tuomas. Off the record. ; 

( Discussion off the record.) 

Mr. Jonas. Do you have any records that show what percentage 
of the accidents are caused by defects in mechanical equipment, and 
what percentage are caused by defects in track and surface installa- 
tions, and what percent is caused by human error? 

Mr. Wincuett. Mr. Taylor, do you have a breakdown of that? 

Mr. Tayior. We have on the ones that are investigated by the 
Commission, which are the more serious accidents. 

Mr. Jonas. Give us your best. judgment about it. Give the per 
centages. Would that be satisfactory, Mr. Chairman / 

Mr. Trromas. Surely. 

(The information requested is as follows :) 

Under the Accident Reports Act, our staff investigated 35 collisions, 12 de 
railments, and 2 explosions, or a total of 49 accidents. Of these, S or 16.3 percent 
were caused by mechanical failure of rolling stock parts, 4 or &.2 pereent by 
track and structure defects, and 37 or 75.5 percent by human failure 

An additional 125 accidents were investigated by the Bureau of Safety and 
Service under the provisions of the Locomotive Inspection Act where persons 
were killed or injured on locomotives in service. In 66 accidents, or 53.8 pereent, 
it was found there was failure of some part or appurtenance of the locomotive 


and 59 accidents, or 47.2 percent, were due to human failure 


Mr. THomas. In other words, it shows here for the vear 1959, 
32.330 defects out of a total investigation of 36,000. 

That is pretty high, is it not ? 

Mr. Jonas. I would like to ask a question with reference to the 
table on page 126, Mr. Chairman. 

Mr. Tuomas. Go ahead. 
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LOCOMOTIVES FOUND UNSAFE 


Mr. Jonas. When you say,“the number of locomotives found de- 
fective” that does not mean anything to me unless you say whether 
the defects would have caused an accident. 

It might be just some mechanical defect that you discover which 
helps the operator keep it in good condition, but it might never have 
resulted in an accident. 

Our purpose is not to keep the mechanical equipment of these 
companies In good order, but only insofar as safety is concerned; is 
that correct ? 

Mr. Tayitor. This number ordered out of service, 648, those are the 
cases that were found where the locomotive was not safe to operate 
and they are ordered out of service until repairs are made. 

Mr. Jonas. Well, that is 648 out of 105,000. 

Mr. Taytor. No, sir; that is out of 10,912 defects, 648 were found 
tobe unsafe to operate. 

Mr. Jonas. But you inspected 105,000 ? 

Mr. Taytor. Yes, sir; and out of that they found 10,000 defects. A 
defect would constitute, for instance, machinery guards which have 
become loosened or oil on the floor of the locomotive where a man 
might slip on it, and fall. But, to make it a little plainer, there are 
inspection rules issued by the Commission for the inspection of loco- 
motives other than steam, and that takes in most of the diesels now. 

Mr. Jonas. Do you have any records from which you can show these 
percentages that I asked for or not ? 

(Information requested is shown on p. 433.) 

Mr. Tayior. Those that are unsafe are thost that are shown there. 

Mr. Jonas. For that period ? 

Mr. Taytor. 648 were ordered out of service. 

When the locomotive is inspected and found immediately unsafe 
for use, an order is issued. 

Mr. Wincueti. Would you say, Mr. Taylor, that of the 10,912 
found defective that the balance over the 648 were minor defects? 

Mr. Taytor. Yes, sir; they were minor defects, but their potential 
hazard did not meet the criteria of immediately unsafe. 

Mr. Wincuetn. Does that partially answer your question, Mr. 
Jonas ? 

Mr. Jonas. I suppose so. It would be too much burden for the 
record to show what kind of defect he is talking about. 


CARS INSTALLED AND RETIRED 
Mr. Tromas. Referring to the replacement. of railroad stock, the 


number of cars retired in 1959 was 80,289, 59.016 in 1958, and 50.872 in 
1957 


There were 63,267 in 1956. 

Where is the table showing the number of new cars in operation ? 

You had cars repaired in the amount of 226,636 in 1959, 202,182 in 
1958, 274,005 in 1957, and 337,218 in 1956. 


Having new cars on order and getting delivery is two different 
things. 


Where is the page which shows deliveries ? 
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Mr. Scumip. New cars on order is down there [indicating]. 

Mr. Tuomas. We do not want those on order. We want those put 
into service. 

Do you not havea table showing those new cars put into service? 

Mr. Mureny. Are you speaking of the cars installed ? 

Mr. Tuomas. Isthat the term ? 

Mr. Murer. On page 118, the bottom section of that page shows 
the cars installed. 

Mr. Tuomas. Yes; against 80,289 retired in 1959, you installed 
31,831 ? 

Mr. Taytor. That is correct. 

Mr. Tuomas. We will separate the cars installed by years, and 
put these figures side by side as to the number of cars retired. 

(The table referred to follows:) 


iCars inst alled| Oars retired 





ee ee a a eb beeihmnieehnitnel cai ehenablone 52,110 | 63, 267 
ST carauinke ins Rabies Gubbetinkarendteng ee ae olinuii nudtibeeniniened 79, 503 | 50, 872 
Oe as Lebvatihednbatéhatewsebbbinbcoedt 72, 713 | 59, 016 
nts di deh dei aet sobitie cAseinads+ianpbaweeudatgintdiniseeshieborayeeeey } 31, 831 80, 289 








SECTION OF RAILROAD SAFETY 


Mr. Tuomas. The next division is the Section of Railroad Safety, 
We shall insert in the record at this point pages 129 and 130 of the 
justifications. 

(The pages referred to follow :) 


SECTION OF RatLRoaD SAFETY 


The major objectives of this section are the enforcement of the Safety 
Appliance Acts, the Ash Pan Act, the Hours of Service Act, the Accident Re 
ports Act, Block Signal Resolution, section 25 of the Interstate Commerce Act, 
the Sundry Civil Appropriation Act of 1908 relating to investigation of safety 
appliances or systems intended to promote the safety of railway operation, 
and the examination of the construction of all mail cars used on any railroad 
in the United States and to make report thereon, a copy of which shall be 
transmitted to the Postmaster General, and the Medals of Honor Act. This 
section also prepares regulations and emergency orders for the packaging and 
transportation of explosives and other dangerous articles by rail, highway, and 
water, and polices their movement by rail. 

Comparison of 1961 budget with 1960 appropriation : 





} cai year I 1 Personal Travel Other Total 
eT iia 144 | $1,220,808 | $241,906 | $104,286 | $1,567,000 
1960__._. ee meee oe 144 | 1, 203, 592 241, 906 92,152 | 1,537,650 

Increase (+-) or decrease (—) : 0 +17, 216 0 +12, 134 +29, 350 


Of the increase of $29,350 shown above, $17,216 is for within-grade salary 
advances and terminal leave, and $12,134 is primarily for the Government's 
contributions for employees’ health benefits program and for the replacement 
of old and worn-out equipment. 
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The 144 positions provided in the 1961 budget for this section are separated 
py categories as follows: 





| | 
Depart-| Field | Total 
} mental | 


I ic nnnnjnkaoniminbnhananddcnguancasnnsapl aindins Tetedta kt | 
Assistant chief of section_-- ; Sind wninsi_ pk hn wot agckeas 
Administrative officer____- ee - ~ 
Administrative assistant. 
Chief and assistant chief of branch 
Engincer-- wonees teenermaeeindneawereneme coperhl 
Explosives | <a ee - | |--------| 
IN 0 Xbb Sloe Sed eee eee ‘ : | 3 | 
Inspector, rai lway signal and train control- siciiga tale ai | | 1 
Mechanical engineer ontgepdmans " “ Saceercnecase - 1 | 
SE SO CROP WN dina cccesccaceccenassseoes Joe 
Safety inspector- we ce cece cee w ewww ence wenn n en eee-e- 
Supervisory inspector: 
Safety appliances. _......- 
Accident investig ation. pwanddtideaus 
Trial attorney out jabneawead 
Zone supervisor- 
Accident report w writer ecb ier diet cert ete abet iT tn 
Clerks, stenographers, typists_...........- 


Total 
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To obtain compliance with the laws and the orders of the Commission promul- 
gated thereunder, a staff of agents and inspectors is maintained with head- 
quarters strategically located at rail centers throughout the United States. The 
law enforcement activities of the section are directly related to the ability of its 
agents and inspectors to make inspections with uniform frequency. It has been 
found that where inspections are not made at regular intervals, compliance with 
the laws and orders deteriorates in proportion. Thus by placing the agents and 
inspectors at these rail centers, regular inspections and investigations can be 
made of the equipment of the carriers in each district. However, since no head- 
quarters can be so located that travel is not required, each field employee, in 
order to perform and carry out his duties as required for the insured enforce- 
ment of the law, must perform travel throughout his entire district in order 
that outlying points will receive the same degree of attention as is provided 
at points located within the immediate proximity of his headquarters. 


NUMBER AND DISTRIBUTION OF PERSONNEL 


Mr. Tomas. In the section of railroad safety you had 144 posi- 
tions in 1960 and you are requesting the same number for 1961. 

However, you have an increase of $29,350, which makes a total for 
1961 of $1,567,000. 

Of the increase of $29,350, $17,216 is for within-grade promotions 
and $12,134 is for the new health program. 

I note that you break your personnel down on page 130. 

In the field you have 104 and 40 in the district. 

For inspector, railway signal and train control, there are 21 in the 
field; for safety and service agent, you have 63; for zone supervisors 
you have 12, and you have a very nice chart in the back over here 
which allocates them. 

I counted 92 cities. Is that about right? 

Mr. Taytor. Yes, sir. 

Mr. Tromas. You put most of them in the larger railroad centers 
and they work out of there? 

Mr. Taytor. Yes, sir. 

Mr. Tuomas. We cannot put this chart in here, but it is quite 
an impressive list of railroad towns. 
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Bureau or Transport Economics AND STATISTICS 


' Now, let us look at the Bureau of Transport Economics and Sta- 
tistics. 

We shall insert into the record at this point pages 156 through 
160 of the justifications, 


(The pages referred to follow :) 


BUREAU OF TRANSPORT ECONOMICS AND STATISTICS 


This Bureau is the primary source of financial and statistical data nec essary 
to the Commission for the proper performance of its regulatory functions as 
set forth in the national transportation policy. In this connection, the Bureau 
has three principal functions: (1) Make economic and statistical research in 
the field of transportation, (2) prepare the Commission’s official statisties of the 
financial and operating results of the various classes of carriers subject to its 
jurisdiction, and (3) make recommendations as to the Commission’s policy in 
connection with these matters. 

In the performance of its functions the Bureau each year collects, reviews 
processes, and tabulates thousands of annual and periodic reports from all 
classes of carriers, and publishes a series of statements based thereon represent- 
ing the official statistics of the Commission. These statistical statements and 
their underlying data constitute the primary source of information for the 
research and analytical functions of the bureau, as well as for the use of the 
Commission and interested parties in rate and other Commission proceedings. 
The work relationship of the Bureau extends not only to the Commission but 
to virtually all of the bureaus. Thus the Bureau serves (1) in an advisory ea- 
pacity to all bureaus with respect to economic effects, and (2) in the supply, 
explanation, and analysis of statistics. 


Comparison of 1961 budget with 1960 appropriation 











Positions Personal lravel i Total 
services | 
— ee" ta neeteeea atime — } a = —_ — 
Fiscal year: 
1961__.- : es 185 $981, 864 | $4, 500 $986, 364 
Sh sdtiendeeicaeiears ° , 177 939, 817 | 2, 700 942, 517 
Increase, 1961 over 1960 +8 +42, 047 +1, 800 +43, 847 
GENERAL 


Growth in the Nation's population and economy and innovations in technology 
and marketing processes has led to unprecedented interest in all phases of 
transportation. This interest is evidenced by vast public transportation pro- 
grams such as the multi-billion-dollar highway construction program, completion 
of the St. Lawrence Seaway, and modernization of the airways; by amend- 
ments and proposed changes in transportation policies; by accelerated develop- 
ments in integration and coordination of transportation; by comprehensive con- 
gressional and Executive branch studies of emerging transportation problems, 
and by such other developments as industry experiments in pricing, equipment 
interchange arrangements, and merger and consolidation investigations. Mat- 
ters of this kind emphasize the importance of economic information, statistics, 
and analyses prepared by this Bureau and the urgency of timely and compre 
hensive research into such problems and developments as they relate to the re 
sponsibilities of the Commission. 

The wide variety of statistics and analyses available in the Bureau are not 
considered fully adequate to meet the needs of the Commission. The accelerated 
demand for transportation statistics and analyses resulting from the rapidly 
changing economy, new and coordinated methods of handling traffic, automa- 
tion, labor relations, diversion of traffic, mergers and consolidations, abandon- 
ments, and changes in laws have indicated many areas in which available statis- 
tics fail to meet the requirements of the Commission, the Congress, other gov- 
ernmental agencies, the transportation industry, research organizations, prac- 
titioners, universities, and the general public. 
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The following table summarizes the number of employees authorized for fiscal 
year 1960, the number of additional employees requested for fiscal year 1961, 
and the total number requested for fiscal year 1961 by sections and branches. 
Justification for the additional employees is included in the discussion for 
each section. 


Number of employees authorized for 1960 and requested for 1961 





Authorized, | Additional Total 
Section and branch 1960 requested, requested, 
1961 } 1961 
Director’s Office - - os s ee ced aee 18 Secale 18 
Section of Reports: 
Office of Chief of Section... Sedat alae 4 Brest 4 
Annual Reports Branch . ao a 45 | 45 
Current Reports Branch Gk Rs mn tee ee ; 17 eels 17 
ee a ee eee 7 7 
Mechanical Tabulation Branch .........--- 14 14 
Peccouncs ‘ : aiaamii : Es at cereale ceed 87 
Section of Research 
Professional vaee : : ; — = ll 3 14 
ka a ra adi a Mitta ine teen gases TD tiie eee eee 5 
Total ea pe piuaiama bicaarilinston 16 3 | 19 
Section of Traffic Statistics: | 
Office of Chief of Section : : eS 4 See eee 5 
Waybill Processing Branch. - - cae tgh heen cabinet eked a 11 enatiaeads = ll 
Machine Operations Branch_-._.--..-- ae ae aac ei ei chia > auceaasal 26 
Certificates and Permits Branch............-- % 14 5 19 
Total an 4  aeiilialiaeaicecalieaneli aman cancun a 56 5 61 
Grand total_.....--- a | 177 | 8 185 


DIRECTOR S OFFICE 


This office determines and administers policy matters relating to the work of 
the Bureau; directs and supervises the economic, statistical, and research work 
of the Bureau and the relation of that work to other bureaus of the Commission 
and other governmental departments; coordinates and expedites the work of the 
various sections of the bureau; reviews and approves all bureau statistical, 
analytical, and economic releases prior to publication; and cooperates with 
other bureaus in matters of mutual concern. This office also handles all ad- 
ministrative and personnel matters of the Bureau; arranges for the printing 
and distribution of publications ; and furnishes stenographic and typing services 
to the various sections. 


Comparison of 1961 budget with 1960 appropriation 


Positions Personal Travel | Total 
services 
Fiscal year 
1961 ee 18 $96, 038 $1, 000 $97, 038 
Rs sis cine ade eo 18 96, 406 1, 000 97, 406 
Decrease, 1961 under 1960__. : 0 —368 0 —368 


The decrease of $368 results from one less compensable day in 1961, as com- 
pared with 1960. 

The 18 positions provided in the 1961 budget for this office are separated by 
categories as follows: 


Director ite ede ital ea cel iaa e Si ee senses. dete ee 1 
Assistant director ‘ wa baited becelbincenddatitta stg aiakin tte rugl harman 1 
Assistant to director___- oii a ieansehienatsa lilies ads ga Mees lene iia taba 1 
Clerks, stenographers, typists and messengers__--_- reset eters erateatedoe 15 


Total 
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During the 1959 fiscal year, the Director’s Office received 7,300 visitors (in- 
cluding 4,200 in the public reference room) and 4,300 telephone calls, and 
answered 1,800 letters requesting information or assistance in matters pertaining 
to the work of the Bureau. It also furnished 15,000 photostatic or typed copies 
of reports in response to requests, for which the Government was reimburse 
about $11,000. Over 200,000 copies of publications were distributed through the 
mailing lists and in response to specific requests. 


SECTION OF REPORTS 


The section of reports is engaged in the preparation of the Commission’s officig} 
statistics regarding the financial and operating conditions of all surface carriers 
subject to the Interstate Commerce Act; provides basic financial and Statistical 
data used by this and other bureaus of the Commission, the Congress, the trans. 
portation industry, governmental agencies and other interested parties ; establish. 
ing financial, statistical and accounting reporting requirements and reporting pol- 
icies for (1) financial returns, (2) operating statistics, (3) railroad accident 
reporting; enforcing the reporting requirements, policies and procedures ag to 
time of submission of reports, accuracy and completeness and conformance with 
policies, prescribed procedures, and special instructions ; and furnishing industry 
and Government representatives with information regarding reporting regula- 
tions and data contents of reports. These carriers aggregate 20,000 in number, 
report approximately $19 billion of revenue annually, and represent about $48 
billion in investment in transportation property. 


Comparison of 1961 budget with 1960 appropriation 


Fiscal year | Positions Personal Travel T 


| otal 
j service 
a 
RI a seistaiecaa Siecle iaadanMlicstaineionncbilihionens nite ceeciliatial | 87 | $436, 443 $1, 000 $437, 443 
Sk ee eree a | 87 438, 115 0 438, 115 
Inrrease (+) or decrease (—)....------.-- 0 —1, 672 +1, 000 672 


The decrease of $1,672 for personal services results from one less compen- 
sable day in 1961 as compared with 1960. 

The increase of $1,000 for travel expenses is requested to provide for the at- 
tendance at conferences with representatives of transportation groups. 


DISTRIBUTION OF PERSONNEL 


Mr. Tuomas. The justifications give us the breakdown of your 

ople. 

In the Director’s Office you have 18. In the section of reports, office 
of chief of section, you have 4; in the annual reports branch you have 
45; in the current reports branch you have 17; in your accident re- 
ports branch you have 7. 

Are you not getting over into Mr. Taylor’s backyard ? 

Mr. Marcouin. These are the railroad accident statistics. 

Mr. Tuomas. Mr. Taylor does not do the statistical work? 

Mr. Marcon. Not that phase of it. 

Mr. Tuomas. An accident is an accident regardless of where you put 
it, is it not? 

Mr. Marcorin. Well, the railroad and railroad labor people are 
quite concerned and interested in these figures. 

Mr. Tuomas. In the section of research you have a total of 16, and 
you want to add 3 more to it. 

You and Mr. Jonas had a very nice discussion on these 16 people 
this morning, and I do not suppose we can add to it. 
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In the section of traffic statistics, office of chief of section, you have 
five. , 

How many chiefs do you have over there? 

Mr. Marcourn. We have more Indians than we have chiefs. 

Mr. Tuomas. They are just about 50-50, are they not ? 

In the waybill branch you have 11, and in the machine operations 
branch you have 26. 

You state that this Bureau is the primary source of financial and 
statistical data necessary to the Commission for the proper perform- 
ance of its regulatory functions as set forth in the national transporta- 
tion policy. In this connection, the Bureau has three principal func- 
tions: (1) make economic and statistical research in the field of trans- 
portation, (2) prepare the Commission’s official statistics of the finan- 
cial and operating results of the various classes of carriers subject to it 
jurisdiction, and (3) make recommendations as to the Commission’s 
policy in connection with these matters. 

Mr. Chairman, I want to ask you with reference to this increase 
here of eight jobs. If you take these 8, and about 15 or 20 more, and 

ut them over in that tariff section, you could make them all happy 
and do that 10-percent spot checking to which you referred. 

Is that more important or is the gathering and keeping of these 
statistics up to date more important ? 

Mr. Wincuetu. No; that answers itself before you start. To one 
group of people, one is more important than the other. 

Mr. Tuomas. We are not going to have any family argument. 

Mr. Wincne.v. I am not talking about within the agency. 

Mr. Tuomas. Did I not hear a rather strong voice down here? 

Mr. Wincuetu. Yes; you did this morning. 


Bureau oF WATER CARRIERS AND FREIGHT FORWARDERS 


Mr. Tuomas. In the Bureau of Water Carriers and Freight For- 
warders, you have 16 people. You have 10 in the Department and 6 
inthe field. 

In the fiscal year 1959, 99 applications and petitions of water 
carriers, freight forwarders, and rate bureaus, were filed, and 
reopened, and 93 were decided. 

We shall insert at this point in the record pages 174 and 176 of the 
justifications. 

(The pages referred to follow :) 


BUREAU OF WATER CARRIERS AND FREIGHT FORWARDERS 


The principal duties of the Bureau are briefly described as follows: 

1. Administrative handling and preparation of formal reports and orders in 
application cases under section 5a of the act which applies to collective rate- 
making by carriers. 

2. Administrative handling and preparation of reports and orders in exemption 
application cases filed by water carriers, and the processing of application of 
such carriers for temporary authority. 

8. Advise the Commission on matters affecting water carriers, freight for- 
warders, and rate bureaus. 

4. Field investigations of water carriers, freight forwarders, and rate bureaus 


to assure compliance by them with the requirements of the act and the Com- 
mission’s orders. 
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Comparison of 1961 budget with 1960 appropriation : 


Se. 
Fiscal year | Positions Personal Travel Total 
services 
—| — sie 
eee ee 16 | $118, 081 $5, 800 | $123. R8) 
1960____- . 16 118, 524 5. 000 123, 524 
Increase (+) or decrease (—)---. $e 0 — 443 +800 | és “+357 


The decrease of $443 for personal services results from one less compensable 
day in 1961 as compared with 1960. 

An increase of $800 is requested for travel to provide for a supervisory con- 
ference in Washington, D.C. The last conference was held in 1958. 

The 1961 budget provides 16 positions for this bureau, which is the same 
number of positions authorized for the current fiscal year. These positions are 
separated by categories as follows: 





Depart- Field Total 
mental 
Director and assistant director hui eimai ate 2 
Field assistant cients l | 1 
Adjudicator peak ‘ | 3 3 
District supervisor eieuiers 4 4 
Charms end etemonraphers. .....-.............<.... 4 2 ¢ 
PU aicchiininiciacestdinina-a cee ooiacinentntietsind tatenindeatginanncastiaipineta inion 10 6 16 
sstipelidatantaian iallinticanecinaninincieiaialsnceneee 


Washington office: 
Number of conferences ! Z 529 576 532 550 75 
Memorandums, reports, and orders 
Water carriers and freight forwarders , 2 77 74 80 RS 
Section 5a a 1] 14 13 25 25 
Section of insurance letters and memoranda approved 230 173 103 12 125 
Letters, memorancums, and telegrams received 2, 363 2,14 2, 622 2, 700 2 7 
Letters, memorandums, and telegrams sent___ 1, 469 1,717 1, 473 1, 800 1,800 
Telephone calls received 2, 178 2, 597 2, 355 2, 500 2, WK 
Complaint matters handled (3 2 92 95 G6 
Field offices 
Inquiries or investigations instituted : . 206 348 355 400 4 
Reports submitted = ms 2U6) $4 35 400 4 
Number of conferences ! 53 604 40% 600 6X 
Letters and memorandums received ___ ¢ 1,717 1, 744 1, 800 1, Sx 
Letters and Memorandums sent 578 942 HOS 1. 000 1, 000 
Complaint matters handled (2 (? 54 85 85 
1 With earrier or forwarder representative ind others on various matters relating to water carriers, freight 


forwarders, rate bureaus, and section 5a agreement 
3 Not reported. 


Bureau or Inquiry AND COMPLIANCE 


Mr. Tuomas. The next item is the Bureau of Inquiry and Com- 
pliance, and at this point in the record we will insert pages 66 
through 71 of the justifications. 

(The pages referred to follow :) 


BUREAU OF INQUIRY AND COMPLIANCE 


The principal objectives of this Bureau are to enforce criminal and penal 
provisions of parts I, II, III, and IV of the Interstate Commerce Act and like 
provisions of the Elkins Act; to enforce orders of the Commission; to assist 
in the enforcement of other statutes affecting transportation and carriers; 
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and to represent the Commission in formal-docket investigations 


instiuted by 
itand specially assigned to the Bureau. 


Comparison of 1961 budget with 1960 appropriation 





| Positions Personal | Travel | Total 
| services 
| | 
a - —— or eiceseesaseliopeinnpestl duvassioseseepinaieinaisibcasl-essennsinenssningéieisedl saliieiesiensaieaiae 
Fiscal year: | | 
care teE estan nEK Reese Leaves 99 $739, 334 | $70, 000 $809, 334 
Tadatdcue dcesccesesenseq 2a ae 86 | 673, 502 | 60, 000 733, 502 
Increase, 1961 over 1960 ae +13 +65, 832 +10, 000 | +75, 832 
| | | 
a J 





The increase of $65,832 requested for personal services is for the 13 additional 
positions, justification for which is set forth below. The increase of $10,000 
requested for travel expenses is needed for the additional positions provided in 
the 1961 budget, to increase the level of travel for current employees, and for a 
proposed conference in Washington of the field and staff personnel. 


The 99 positions provided in the 1961 budget are separated by categories 
as follows: 





| Depart- Field Total 


mental 

scape fiat nie noteaiiaad ‘ ee eeae ican 
Director and Assistant Director | 3 3 
Assistant to Director l 1 
Attorney - - - cou oui 25 21 46 
Special agent - - : 7 ea : 20 20 
Clerical staff........-..- : 14 15 29 

Total ee el : ; 43 56 99 





The increase of 13 positions requested for the fiscal year 1961 represents 5 
attorneys and 2 clerk-stenographers for the departmental office; and 4 special 
agents, and 2 clerk-stenographers for the field. 


DEPARTMENTAL 


A total of 48 positions or 7 more than the 36 positions authorized for 1960 is 
requested for 1961. Of the seven additional departmental positions requested, 
two clerk-stenographers are to be allocated to the Director’s office; three at- 
torneys to the section of rail, water, and forwarder enforcement; and two attor- 
neys to the section of motor carrier enforcement. 


Section of rail, water, and forwarder enforcement 


This section directs the legal activities of the Commission in the enforcement 
of the provisions of parts I, III, and IV of the Interstate Commerce Act and re- 
lated statutes such as the Elkins Act and the Clayton Antitrust Act; and in be- 
half of the Commission, presents evidence at hearings in formal docket investi- 
gation proceedings. 

The 1961 budget provides 3 additional attorney positions over the 13 positions 
authorized for 1960 to handle the serious backlog of cases now awaiting legal 
review. 

The following table shows the tremendous increase in the investigation work 
of this section during the past 3 years: 





Investiga- Investiga- Investiga- Investiga- 

Fiscal tions on hand tions re- tions com- | tions pend- 

beginning | ceived dur- pleted dur- | ing at end 

of year |} ing year | ing year of year 
‘ | 

1957 == a | 110 166 119 157 
ae ol oer ree ort 57 | 270 173 254 
1950... : paadenete waters Se 254 331 235 350 
es 2 a ed CRE se cee 2B | 330 330 | 350 
#1 1. 350 | 400 400 350 
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The foregoing statistics reflect the workload of both the special agents (shown 
under the heading “Field Service”) who make the investigations and the depart- 
mental attorneys who review and process them toward closing or the institution og 
court or Commission proceedings. Although the work in this section has more 
than doubled in the last 3 years, the size of the staff of special agents and attor- 
neys has not kept pace with the heavy increase in the workload. Assuming a cop. 
tinuing trend of increase in the workload during fiscal year 1961, the additiong) 
personnel requested are needed to keep the backlog from getting completely out 
of hand. 

The three attorneys requested will be used to reduce the backlog of cases now 
awaiting review and to process the additional cases which are expected to be 
developed as a result of the increased staffings of other bureaus and four addi- 
tional special agents requested for 1961. 


Section of Motor-Carrier Enforcement 

This Section directs the legal activities of the Commission in the enforcement 
of part II of the act and related acts involving motor vehicle transportation and 
performs what is essentially a reviewing and coordinating function. The 19@1 
budget provides two additional attorney positions over the 10 positions authorized 
for 1960 to handle the increased workload. 

The section is composed of two Branches—a Court Enforcement Branch and an 
Administrative Proceedings Branch. It reviews and passes on preliminary inves. 
tigation reports conducted and submitted by the field staff of the Bureau of Motor 
Carriers and reviews and recommends court and Commission enforcement pro- 
ceedings on all final investigation reports. 

The workload of this small staff has grown proportionately with the increased 
production of the Bureau’s field attorneys. The following table compares the 
1958 and 1959 workload of this review staff. 


1958 1959 

Investigation cases 

Investigations instituted during the year io 1, 134 909 

Investigations concluded during the year EES Rit 935 
Court cases: 

Court cases authorized during the year paknbobeeok 601 697 

Court cases concluded during the year__._............---....-.-.-.--- : 46Y 639 
Commission proceedings: 

Commission proceedings authorized during the year Sa 87 {1 529 

Commission proceedings concluded during the year pce. : 37 | 1 464 


1 Includes 450 proceedings with respect to motor carriers newly subject to LCC regulation as a result of 
the Transportation Act of 1958, 


FIELD SERVICE 


A total of 56 positions are requested for 1961, or 6 more than the 50 positions 
authorized for 1960. Of the six additional field service positions requested, 
four are special agent positions and will be utilized to conduct rail, water, and 
forwarder investigations. The two clerk-stenographers will be utilized to 
process the increased amount of motor carrier enforcement work and to provide 
clerical assistance to special agents. 

Special agents 

The present authorized staff of special agents numbers 16. They are prac- 
tically the sole means whereby rail, water, and forwarder investigations are con- 
ducted. The special agents are not, however, used exclusively for that work. 
They are also used to conduct selected motor carrier investigations of the more 
serious or difficult type. 

The size of the special agent staff is only slightly more now than it was in 1936, 
before the enactment of parts III and IV of the Interstate Commerce Act, when 
water carriers and freight forwarders came under regulations. The four addi- 
tional agents requested will be required to put the rail-water-forwarder investi- 
gations on a more reasonably current basis and permit investigations of the 
more important motor carrier rebate and concession cases. A substantial por- 
tion of their time will be devoted to the investigation of so-called shipper asso 
ciations which purport to be exempt from regulation under part IV, but which 
are, in many instances, suspected to be conducting unauthorized freight for- 
warder operations. Regulated forwarders are complaining bitterly of this unfair 
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and unregulated competition and the problem demands prompt and aggressive 
attention. 


Field attorneys 


The following table compares the actual and projected workload increase of 
motor carrier investigation cases and court and Commission proceedings from 
1957 to 1961, which must be handled by the field attorneys. 











Actual Estimate 
1957 1958 1959 1960 =| 1961 
ieee cae a sient nicttamaailgte le cman Riclpia gdh stead mag heaps 
j 
Investigation cases: | 
On hand at beginning of year____............-.-- 363 496) 770 | 827 | 727 
Instituted during year_..._.___- Marituncinn aadion eet 593 | 1, 134 | 992 | 1, 000 | 1, 000 
NE NE OOS ie ecacncwnasawneeuna 460 | 860 | 935 | 1, 100 | 1, 200 
Ns OURO, OU ne ieee | 496 770 | $27 727 | 527 
Court cases: 
On hand at beginning of year_.............-_-- 171 | 155 287 345 | 295 
Instituted during year__._._.......- a ieieiedeen 360 | 601 697 | 750 | 800 
Concluded during year_......................-.. 375 | 469 639 | 800 | 850 
Pending at end of year--_- ail 155 287 345 295 | 245 
Commission proceedings: Pe ending at end of : ye: ar. 41 | 131 | 196 196 191 
| | | 





This bureau now has one clerk-stenographer at each of the regional offices to 
perform the work of the field attorneys and special agents. The increase of two 
additional clerk-stenographers is to provide needed stenographic help at regional 
offices. 


Statement of enforcement work actually handled by the Bureau for fiscal 1957 to 1959 
and work expected to be handled in fiscal 1960 and 1961 























Actual | Estimate 
1957 1958 | 1959 | 1960 1961 

Investigations: | ' 

1, On hand beginning of year.................... 473 653 1, 024 1,177 1, 077 

2. Commenced during year__.............-.... eae 759 1, 404 1, 32 1, 330 1, 400 

3. Concluded during year-_...................... 579 1, 033 | 1,170 1, 430 | 1, 600 

4. Pending at end of year_.............. Ieee 653 1, 024 | 1,177 1,077 877 
Court proceedings: 

1, On hand beginning of year................__.. 180 168 320 379 334 

2. Commenced during year_....................- 386 651 738 810 875 

3. Concluded during year..........._- seinen ted 397 499 679 855 925 

Sees Oe iN OF FOOT nd wo i cccncgewnncan | 168 | 320 379 334 284 
Commission proceedings: | 

1, On hand beginning of year.................... 80 | 86 | 136 204 204 

2. Commenced during year__..............__.- : 70 | 91 | 534 75 75 

= Gemmleted during year..................-..i- 64 | 41 1 466 75 80 

4, Pending at end of year__....................-- | 86 136 | 204 | 204 | 199 





'Includes 450 proceedings with respect to motor carriers newly subject to ICC regulation as a result of 
the i ransportation Act of 1958. 


Mr. Tuomas. This is an important Bureau. There is no doubt 
about it. 

You want to increase it from 86 positions to 99 positions. Fifty-six 
positions are in the field, and 43 in the office. 

You state that the principal objectives of this Bureau are— 
to enforce criminal and penal provisions of parts I, II, III, and IV of the Inter- 
state Commerce Act, and like provisions of the Elkins Act; to enforee orders 
of the Commission; to assist in the enforcement of other statutes affecting 


transportation and carriers, and to represent the Commission in formal docket 
investigations instituted by it, and specially assigned to the Bureau. 


You want to go from $733,502 to $809,334, an increase of $75,832. 


51632—60- 29 
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The amount of $65,832 is requested for personal services for 13 
positions, and the increase of $10,000 is for travel. 

What is that leaving your health program? You forgot about 
that; did you not? 

Mr. Ryan. These figures here cover only the travel and persona] 
service. 

Mr. Tuomas. These people in order to travel will have to have 
good health, but you left that out. 

Mr. Ryan. Yes, sir, but we have taken care of that elsewhere, 

Mr. Scumip. It is in there, believe me. 

Mr. Tuomas. All you have to do is find it ? 

Mr. Scum. Yes, sir. It is in the amount of $132,000. 


INCREASE OF DEPARTMENTAL PERSON NEL 


Mr. Tuomas. A total of 43 positions, or 7 more than the 36 posi- 
tions authorized for 1960, is requested for 1961. 

Of the seven additional departmental positions requested, two clerk- 
stenographers are to be allocated to the Director’s Office; three attor- 
neys to the Section of Rail, Water, and Forwarder Enforcement; and 
two attorneys to the Section of Motor Carrier Enforcement. 

What do you need with these 43 people in the District of Columiba 
when you are really an investigating agency? You have 56 in the 
field. What will these 43 people do in the District ? 

Mr. Watter. All of our rail attorneys are located in Washington. 
There are 11 of those. We have 21 motor carrier attorneys in the 
field, and 7 attorneys in the Motor Carrier Section in Washington. 

Mr. Tuomas. A man cannot do an investigating job in the District 
of Columbia, can he, Mr. Walter? You have to get out in the field. 

Mr. Watrer. All of the investigators are located in the field. 

Mr. Tuomas. You have 43 in the District, and 13 or 14 of them 
are lawyers; are they not? 

How many lawyers do you have? 

Mr. Water. There are 17 lawyers in Washington. The rest of 
them are clerical. 

There are 11 in the Rail Section and 6 in the Motor Carrier En- 
forcement Branch. 

Mr. Tuomas. What do the 17 lawyers do here in the District 
of Columbia? 

Mr. Watrer. Well, all of the rail enforcement work is done by 
attorneys in Washington. The investigations are made by agents in 
the field and the reports are sent in here. 


WORKLOAD 


Mr. Tuomas. Do these gentlemen follow these cases in the various 
Federal courts all over the country ? 

Investigation cases concluded during 1959 were 935, and instituted 
during the year 992. 

Mr. Water. Those are motor carrier cases. 

Mr. Tuomas. These are the field cases? 

Mr. Waurer. Yes, sir. 


Mr. Tuomas. Let us see the cases here in the District of Columbia. 
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Mr. Waurer. Those are cases, for the most part, rail cases, or water 
carriers, or freight forwarders. 

Mr. Tuomas. Your investigation cases for 1959 were 992; 1958, 
1.134; and your court cases were 697 in 1959 and 601 in 1958. 

Mr. Water. That includes both rail and motor carriers. 


DUTIES OF DEPARTMENTAL PERSON NEL 


Mr. Tuomas. Please tell us what your 17 lawyers and your 26 other 
people here in the District of Columbia do. 

Mr. Wavrer. Eleven of the attorneys in Washington are engaged 
in rail, water carrier, and freight forwarder enforcement. Those 11 

attorneys, when a complaint comes in from whatever source, analyze 
| itand ask that a special agent be assigned to investigate it. 

Mr. Tuomas. Who originates your cases ? 

Does Mr. Taylor’s Bureau originate them, or do the boys in the 

| field? 

Mr. Watrrr. We get some from the Bureau of Service, and some 
from the Bureau of Accounts, and a great many from the outside. 

Mr. Tuomas. Who prepares the information or the indictment, and 
who prosecutes it ? 

Does the U.S. attorney in the district where it originated do that? 

Mr. Waurer. Speaking of rail cases, the information or indict- 

ment is prepared by the attorney here, and it is sent to the U.S. 
/ attorney 

Mr. Tomas. Why do that? The U.S. attorney is plenty capable 
of doing it. That is his job. 

Mr. Water. They say not. They always ask us to do it. 

Mr. Jonas. It is easier to get you to do it than for them to do it, 
and that is the reason they ask you to do it. 

Mr. Waxrter. I think there is a sounder reason than that. 

Mr. Jonas. Off the record. 

(Discussion off the record.) 

Mr. Water. You asked who prepared the information. Our at- 
torneys do it almost without exception and at the request of the U.S 
attorneys. I believe in the U.S. attorney’s office in New York some- 
times they want to prepare the information themselves or change it, 
but with that exception, all the information and indictments are pre- 
pared by our attorneys. 

In rail, freight forwarder, and water carrier cases the information 
or indictments are prepared here, and sent to the U.S. attorney. 

Mr. Toomas. What is the big body of your complaints ? 
| Mr. Water. The big body of our cases are motor carrier cases. 


WORK OF ATTORNEYS IN THE FIELD 


Mr. Tuomas. Don’t they originate in the field ? 
Mr. Waurer. Those originate in the field 98 percent. 
Mr. THomas. How many lawyers do you have in the field ? 
Mr. Watrer. Twenty-one. 
| Mr.THomas. Can’t those 21 lawyers in the field handle it ? 
Mr. Waurer. Yes. They do handle the motor carrier work. They 
donot handle the rail work, but they do handle the motor carrier wor 
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in the field in their respective jurisdictions. They are located in 13 
regional offices. 

Mr. Tuomas. Would they be overworked if they handled the rail 
legislation work ¢ 

Mr. WatrTer. Yes. 

A deeper reason for not having the regional attorneys handle the rail 
work is that it is entirely different. T hese men are specialists in motor 
carrier law. They are not specialists in the rail carrier law, the 
Elkins Act, and other related statutes. 

Mr. Tuomas. It would not take you long to make a special list out 
of them, would it ? 

Mr. Watter. It would take quit a while. I have been trying for 
years, and I am not a speci ialist yet. ‘There is also the nec essity in 
our rail cases more than 1n motor carrier cases to have close working 
relations with the Bureau of Traffic. 

I should say that more than 80 percent of the rail cases involve 
tariff violations. 

Mr. Tuomas. You just anticipated me. The gentleman right down 
there made an awfully strong argument. You heard him a while : ago. 

He said: “We need more examiners for these tariff schedules and 

rates.” Would it be better to take these additional 13 people you are 
looking for and put them over there? Which would serve you better, 
to put “these people over there, to see that people are happy and not 
overcharged ? 

Mr. Watrter. I do not feel, Mr. Chairman, that I am really compe- 
tent to answer that, but I will try. 

Mr. Tuomas. As far as I am concerned, you are right on top of 
everything. 

Mr. Watter. I will try to answer it by saying this: That even when 
a legal tariff is properly filed and in effect, there is no assurance that 
carriers or shippers won’t violate it, and I think it is necessary, even 
after the tariffs are all in applepie order, to have some enforcement 
to see the tariffs are complied with by both shippers and carriers. 

Mr. Tuomas. I think you have something there. 


POSSIBILITY OF TRANSFERRING PERSONNEL TO THE FIELD 


Tell me again what the 43 people do in the District. Couldn’t you 
send 13 of them in the field and get that job done? Just take 13 of 
them here in the District. You have 17 lawyers, that would leave you 
4 here: 4 good lawyers can create a lot of trouble, you know. 

Mr. Watrer. They might create more trouble in the field than they 
would create here, but actually I am firmly convinced of this: That 
the rail cases can be handled more effectively and more efficiently 
here in Washington by the attorneys all working in one group. 

Mr. Tomas. They have to go all over the country to these Federal 
courts—Seattle, San Francisco, Texas, North Carolina, Chicago. 

Mr. Watrer. I should say that in a large percentage of our cases, 
more than half of our cases, it is not necessary for the attorney to go 
to the U.S. attorney. 

When the Commission approves the recommendation for prosecu- 
tion, we write the U.S. attorneys, we give him the story of the whole 
transaction, memorandum of facts and law, tell him that if he wishes 
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us to, we will prepare an information, or an indictment and almost 
without exception, they ask us to do that. We mail that to him and 
he may ask, if it goes to trial and most of the cases do not go to trial, 
but if it goes to trial, I believe the U.S. attorneys usually ask our 
attorney to come and assist or sometimes conduct the trial, or at least 
assist in the trial. But less than half of our cases forwarded to the 
US. attorney are contested. 

Mr. Toomas. Judge, what is the civil service grade of your lawyers? 

Mr. Waurer. From 9 to 15. The highest is 15. We do have one job 
at grade 7, a trainee job, but most of them are 12, 13, 14. 

r. Tuomas. Thank you, Judge. You are very convincing. If I 

get to the courthouse, I want you on my side. 


Bureau or Accounts, Cosr Firnpines, AND VALUATION 


Put pages 31, 32, 33,34, and 35 in the record. 
(The pages referred to are as follows :) 


BUREAU OF ACCOUNTS, Cost FINDING, AND VALUATION 


The principal functions of this Bureau are to (1) formulate and prescribe 
uniform systems of accounts for all types of carriers and freight forwarders 
subject to the Interstate Commerce Act; (2) police the accounts of such carriers 
and freight forwarders to ascertain that they conform to the prescribed account- 
ing regulations; (3) analyze annual reports and other data submitted by car- 
riers for the purpose of prescribing specific depreciation rates to be used by 
railroads, pipelines, and water carriers; (4) prepare studies and analyses of 
the cost and revenue of transportation services of the various types of carriers 
subject to the jurisdiction of the Commission and to participate in cases before 
the Commission involving costs; (5) police the annual reports of physical prop- 
erty changes prepared by railroads and pipeline carriers; (6) maintain in- 
ventories of railroad and pipeline properties, and develop property valuation 
data; (7) prepare annual final value reports on pipelines; (8) prepare financial 
cost and Valuation data for use in proceedings before the Commission; and (9) 
analyze accounting matters in finance proceedings and cost evidence presented 
by other parties in rate proceedings. 


Comparison of 1961 budget with 1960 appropriation 








Positions Personal | Travel Total 
| services 
Fiseal year 
BE alo sicebidatetiiunes <cbecsu becaabchs 193 $1, 361, 861 $115, 000 $1, 476, 861 
thir ness Meecietitbid tedicitiijslesnss Hihcsneiiian inet 182 1, 303, 594 105, 000 1, 408, 594 
Increase, 1961 over 1960......... Sutiecbeue +11 +58, 267 +10, 000 +68, 267 





The following table shows the organizational sections of the Bureau together 


with the number of positions allocated for 1960 and the number requested for 
1961: 


Allocated | Requested 
1960 1961 











I en 10 | 10 
Section of accounting._...._..___- 15 16 
Section of cost finding 35 40 
Section of valuation. __..._....____ 44 44 
Section of field service 78 83 

a 182 193 
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The fiscal year 1961 request reflects a net increase of 11 positi 
1960 allocation for personal services; one of these cautions te Sapte, ame 
of accounting to make necessary revisions in the accounting rules and to an 
increased workloads; five are for the section of cost finding to provide for th 
completion of additional cost studies and to handle additional workload: an 
five are for the section of field service to increase the frequency of examination 
made at the source of carrier records. These increases are explained in detail 
under the section headings. , 

An increase of $10,000 is requested for travel expenses to provid 
travel funds for the conduct of examinations of carsioy? accounts eee 
formed by the additional personnel requested for the section of field service. 

As of June 30, 1959, there were 4,872 transportation companies with gross 
revenues aggregating approximately $18.5 billion annually subject to our ac- 
counting rules grouped as follows: 


ome wen eee wns eee eswoeeewenoeoweceoowoonwcenone 79 
EE i LILLE LL AOS . = 
en emma 140 
Ns et a a csnsuaminintpmtueciadedumaes 85 
IIE III sitesi ai teh ere eaaAE 58 
reais teetiainnirtiennahtientenn enn canticniansarinanteninieitimmenimemsnniiiais 4, 872 


1 Includes stockyards, express, sleeping cars, refrigerator carlines, and railroad holdin 
companies. g 


Motor carriers subject to our accounting requirements continue to increase 
in substantial number as shown by the following table. These new carriers 


need additional instruction and attention in regulatory accounting and reporting 
requirements. 


Number of motor carriers subject to accounting regulations 


Increase over prior year 








Date Number = ee oad 

Number Percent 
a ernnge acute aguek wee becnedack ssn Stipa east tous RF Vitcicecccecanan nani 
June 30, 1944 Dhiba abn dott oe baeecs cieaewiet 2, 121 944 80 
June 30, 1950_. ss ids alae hts Sasi soem et wi ene ltt a peiocneaalptandiipn 2, 995 874 41 
Ti ic ctareonebene a el a hae leaeiall 3, 538 543 18 
BE, RS iiieccaeneioekedmeie 3, 726 188 5 
asec ee 
Increase, 1959 over 1938_......--..-..-.---.ecees-------2-]---- wi 2, 549 | 217 





DIRECTOR'S OFFICE 


This Office includes the Director and his assistants who are engaged principally 
in the supervision of the various sections of the Bureau; also a clerical staff 
necessary to perform stenographic, typing, and routine administrative duties. 
Included are planning general work programs; conducting staff conferences on 
procedures; preparing work progress reports and recommendations to the Com- 
mission: conducting discussions and maintaining contacts with carriers’ com- 
mittees and with carriers’ officials, and with other groups or persons on accounting 
and valuation matters. 


Comparsion of 1961 budget with 1960 appropriation 


Fiscal year | Positions | Persona Travel Total 
| services | 
| 
— = _— _ ~ — } | — 
BR bs caticewnnx dep cewns . | 10 $78, 379 $1, 000 $79, 379 
1960 ue 10 78, 678 1,000 79, 678 
Increase (+) or decrease (—)-.-.- 0 —299 0 —29 


The decrease of $299 results from 1 less compensable day in 1961 as compared 
with 1960. 
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The 1961 budget provides 10 positions for this office which is the same as 
authorized for the current fiscal year. They are separated by categories as 
follows : 


I I in Sl el ruc va ed ntotieasebebiaaoaintinceeiabiaainaneees 3 
RES 00 GIlOCENE,..en tne wenn on wenenseeewenncnsenecouscanseasnaege 1 
Ee 1 
Clerks, stenographers, and messengers._............--................... 5 

IN acess ct aspen eee vag etree nico dn dca ares Sse cae aaa 10 


Section of Accouwnting.—The duties and functions of this section consist of 
formulating and interpreting uniform systems of accounts, regulations governing 
the destruction of carrier records, and regulations governing forms and record- 
ing passes; the development of equitable depreciation rates and reserves for 
carrier property; and the review of accounting and related matters in finance 
proceedings before the Commission. 

Comparison of 1961 budget with 1960 appropriation : 





Fiscal year | Positions Personal Travel Total 








\ services 
— somes — —— _ _ = a a cen eee Ace 
eh EE Nie Foe 16 $135, 149 $100 $135, 249 


teases S~-hcrnkannanenenecrnas aw ase mn en et tai 15 129, 353 100 129, 453 


ecenlo eae zaaeeed od +5,796 | 0 +5, 7 


The 1961 budget provides for 16 positions which represents an increase of 1 
over the 1960 allocation. The positions requested for 1961 are separated by 
categories as follows: 











Title Authorized, Increase, Requested, 
1960 1961 961 
Supervisor-auditor. __._._._.__- Fe ree ta oe pce ae eae alee ee ee 1 
Supervisor-accountant_.________ SF ei ee xe Ceeabeukeeseh a eescce pieces 2 
PIIIING Sno ttcne niece we a tL ee Fee ce Spe eet . baie 10 1 ll 
Secretary and clerk re 2 et castle 2 
ae AEE IE con CSE SIS EBS BENS Seat ey Rak ae ee) 15 1 16 


RULEMAKING AND GENERAL ACCOUNTING WORK 


The 1961 budget provides one additional accountant for this function of the 
section. Financial reports of carriers are used by investors, creditors, stock- 
holders, management, labor, State commissions, and others interested in the 
affairs of carriers, as well as by the Commission, and it is essential that the 
prescribed accounting and related procedures be kept in step with the form and 
substance used in present-day practice. This section with the current staff has 
been unable to meet the problem of keeping our accounting procedures up to date 
in the light of changing operating and economic conditions. 

While a principal function of the Section of Accounting is to formulate and 
keep up-to-date uniform systems of accounts for carriers subject to our jurisdic- 
tion, a major workload which involves formulating special rules, interpreta- 
tions, and directives must be taken care of on a daily basis. During each year 
many hundreds of such matters which require extensive research, special knowl- 
edge, and experience in techniques involving common carriers must be handled. 
Work in this category may be expected to increase both in volume and complexity 
in the future as a result of changes in tax laws and procedures, new methods 
of financing being considered and adopted by carriers, technological develop- 
ments within the industry, etc. Increased activity on the part of the more ade- 
quate field staff recommended under the Section of Field Service will further 
add to this workload. The necessity for the prompt disposition of these matters 
has resulted in the deferment of necessary general revisions of our major ac- 
counting rules of industrywide significance. The need for the additional position 
Tequested is urgent and cannot be delayed without serious consequence. 
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Those phases of the work which can be expressed in work units are set forth 
in the following table: 


ee eEEeEeEEeEEEEeEeEeEeEeE—E—EeE—eEeeeeeee ee 


Work units handled, | Estimate for 
fiscal years— fiscal years— 
in sere Se 





1958 | 1959 1960 1961 
| 


| | 
= -|— ral 
Review of proposed accounting in abandonment cases: Entries | 
I Fs 6 ok dbs dabdnds deste 59 fs 71 | WwW 90 90 











Review of proposed entries submitted by carriers ‘in connection 
with consolidations, mergers, purchases of carrier property: ! 
MII ala ona eck setulccoukssenpchoacde ‘ 52 
Interpretations furnished to carriers and others regarding 
provisions of our uniform system of accounts and other regu- 


77 59 60 15 


SE SeLbadikenendeaseecnsunak 936 | 1,032 852 | 1,000 1,100 
Special accounting authorizations requiring ‘approv al of the 

Commission. .-.-..-- ei 36 17 26 30 35 
Review of applicati ions for authority ‘to issue securities !______- 131 u4 83 95 le 


a Excludes motor carriers; such workload is reflected in table shown under the Motor Carrier Finangs 
ranch, 


Mr. Tuomas. Bureau of Accounts and Cost Finding. This isa big 
bureau. You want to go from 182 to 193, an increase of 11 ata total 
cost of $1,476,861. Who has this Bureau? 

Mr. Wincuett. Director Emken. 

Mr. Tuomas. How many years have you been with the Commission? 

Mr. Emxen. Thirty-three. 

Mr. Tuomas. Wonderful. Congratulations. I hope you have at 
least 30 more. [Reading:] 


The principal functions of this bureau are to (1) formulate and prescribe 
uniform systems of accounts for all types of carriers and freight forwarders 
subject to the Interstate Commerce Act; (2) police the accounts of such carriers 
and freight forwarders to ascertain that they conform to the prescribed account- 
ing regulations; (3) analyze annual reports and other data submitted by car- 
riers for the purpose of prescribing specific depreciation rates to be used by 
railroads, pipelines, and water carriers; (4) prepare studies and analyses of the 
cost and revenue of transportation services of the various types of carriers 
subject to the jurisdiction of the Commission and to participate in cases before 
the Commission involving costs; (5) police the annual reports of physical prop- 
erty changes prepared by railroads and pipeline carries; (6) maintain inven- 
tories of railroad and pipeline properties, and develop property valuation data; 
(7) prepare annual final value reports on pipelines; (8) prepare financial cost 
and valuation data for use in proceedings before the Commission; and (9) 
analyze accounting matters in finance proceedings and cost evidence presented 
by other parties in rate proceedings. 


You need 11 additional people. Do you want to give your 11 over 
there to get these tariff schedules on time ? 

You have 182 people. He does not have that many to start with. 
We have to equalize this thing a little bit. 

How many — you have? 

Mr. Cox. 25 
Mr. T ikea “Do you want to give him 11, or should he give you 
11? 

Mr. Emxen. Ineedthe11l. I cannot speak for him. 


DEPRECIATION 


Mr. Tuomas. What is the period of depreciation, Mr. Emken, say, on 
an engine or boxcar for tax purposes? 
Mr. Emxen. What is the life? 


———_— 
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Mr. Tuomas. No; what is the statutory period? Is it the statute or 
jsit an internal revenue matter ? 

Mr. Emxen. The Interstate Commerce Act directs us to prescribe 
the rates for railroad, water, and pipeline companies. 

Mr. Tuomas. I am talking about depreciation for tax purposes. 
What is the life of an engine or a boxcar or gondola? Do you set that 
by regulation or is that an internal revenue matter? 

Mr. EmKEN. It is both. The Internal Revenue Service handles it 
for tax purposes, and we handle it for the accounting purposes. 

Mr. Tuomas. For tax purposes, what is the life of a locomotive? 

Mr. Emxen. Diesels have been set at 20 years for road locomotives, 
95 for switchers, but experience has shown that is too long. We are 
cutting it down. 

Mr. THomas. What do the tax gatherers allow for depreciation? 

Mr. Emin. They are allowing the same on diesels. 


GUARANTEED LOANS 


Mr. Tomas. Tell us something about your guaranteed loans. I 
donot see anything in here about it. You handle that too, do you not? 

Mr. Emxen. No. 

Mr. Wincue tt. Director Baker of the Finance Bureau is here. 

Mr. Tuomas. Tell us about it. How many loans have you guar- 
anteed and what is the Government’s outstanding liability? 

Mr. Baker. There hasn’t been too much demand, actually. As you 
know, the amount authorized was $500 million. As ofthe present time 
the total applications filed have been for only $78 million, in round 
figures, and that is covered by 12 applications. The Commission has 
actually approved a guarantee of $61 million. They have denied $4 
million. There are no applications unacted upon pending at the 

resent time. There are some loans that haven’t been fully closed, 

ut all of them have been acted upon. 

Mr. Tuomas. Out of your total authorization of a half billion dol- 
lars, you only had applications for around $69 million? 

Mr. Baker. Applications of $78,792,000. 

Mr. Tuomas. What was that total that you had approved? 

Mr. Baker. $61,317,360. Some of the applications were withdrawn 
or reduced by amendment. That accounts for $13,475,000 and appli- 
cations totaling $4 million have been denied by the Commission. 

Mr. Jonas. May I inquire, what were the reasons for denial? 

Mr. Baker. On the ground that the Commission could not make the 
finding required by the statute that there was reasonable prospect 
of repayment. 

Mr. Evins. Will the chairman yield? 

Mr. Tomas. Yes. 

Mr. Evins. Is it safe to conclude from these figures that the Con- 
gress was much more concerned, I won’t say more concerned, than 
the Commission, but more generous in passing this half billion dollar 
authorization—that it was more than the railroads really needed ? 

Mr. Baker. It would seem so. 

Mr. Wrxcnewu. I would think the requirements to act on a loan 
had some bearing on it. Most companies that could qualify under the 
requirements could get the money elsewhere. 
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Mr. Evins. The requirements are so stringent that the railroads 
don’t apply ? 

Mr. Wincnuett. Yes. We have to certify there is reasonable pos- 
sibility of their being able to repay the Government and other things 
in there, their earning power, as such. 

Mr. Evins. Are you making any recommendations to amend the 
act? Has the Commission made any formal recommendation to the 
appropriate legislative committee ? 

Mr. WINCHELL. No, we haven’t. 

Mr. Baxer. The railroads have indicated they need capital but a 
lot of them are reluctant to borrow the money because their present 
capital structures have so much debt in them that they cannot see 
their way clear to incurring more debt. 


Oruer Expenses 


Mr. Tuomas Let’s look at. “Other objects.” Mr. Reporter, put 
page 178 and the table on 179 in the record. You are running into 
money. Your travel appears on 180. We talked about 181 and 182. 
We went into the printing item this morning; $254,550 for printing 
alone, which is an increase of $64,500 over last year. 

(The justification pages referred to are as follows: ) 


Ossects OTHER THAN PERSONAL SERVICES 


GENERAL 


Estimated obligations in the fiscal year 1961 for objects other than per- 
sonal services total $3,580,859 which compares with estimated obligations for 
such objects during 1960 of $3,205,624, or an increase of $375,235. 

During the current fiscal year as in the past the Commission has permitted 
expenditures of funds only for the most essential services. Every effort has 
been made to secure maximum economy in operation. Hearings, so far as 
possible, were set in Washington, D.C., to avoid per diem and transportation 
costs. When appropriate, special rules were presecribed in larger proceedings 
providing for prehearing exchange of exhibits by the parties, to eliminate oral 
hearing time. Long-distance telephone calls and uSe of telegrams are being 
authorized only in instances where communication by mail would not serve 
the purpose. Purchase of office supplies, equipment, and printing and binding 
are being made only to the extent of meeting minimum requirements. 

The following statement shows the actual obligations for objects other than 
personal services for the fiscal year 1959, and estimates for the fiscal years 
1960 and 1961; also the change in 1961 as compared with 1960. 
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Object classification 


es Te eS ee TP tT ETE Ss aT Tt eee ee eee, ee ee eee eee 























| | Increase 
1959 1960 1961 1961 as 
compared 
with 1960 
ese mr | Lt ind 
I 5 Shc sided dnt dikes ewonbusa sees seteeoes --| $1,137, 369 | $1,117,818 | $1, 164,083 $46, 265 
@ Transportation of things... .......................-- 29, 740 | 33, 050 23 000i... 22... 
94 Communication services. .......------------------- | 114, 940 | 112, 000 116, 291 4, 291 
I wc Drarcrte us pas ecaedienieric hs isiap land wedlgnane © aia 72, 320 | 73, 700 76, 100 2, 400 
9 Rents and utility services.............--.......-..-| 103, 143 100, 000 | 124, 000 24, 000 
9 Printing and reproduction... ..-.--..--.-.- 3S a oeat 201, 283 | 190,000 | 254, 550 64, 550 
g7 Other contractual services.............-..-....-..-. | 138, 960 | 145, 395 | 151, 927 6, 532 
Contribution to health benefits program-..-....-- Loni Ac euch aeiite biel aen | 132, 258 132, 258 
(® Suppli a MRMRS fogs Soot Se owned | 238, 882 233, 150 242, 370 9, 220 
RNNONND. 20 o8 5 225d. Sele rer ds. iach ous 155, 461 169, 580 226, 212 56, 632 
}1 Grants, subsidies, and contributions: C ontribution 
Se setwement funds... ase cscns<ee naddatte at 960,799 | 1,022,291 | 1,051,378 29, 087 
13 Refunds, awards, and indemnities_...........-.--.. | 390 | 500 | Soe 
DS G00 SUOORNINGIIS. .. ncn cee cnnnnccnsease BS 9, 104 | 8,140 | DT RBESES SS 
Sisal bhai kaecienalpaiss hab ikwncipesstiehtbarinnainadaiee 3, 162, 391 3, 205, 624 3, 580, 859 375, 235 


| | 


DATA ON PRINTING 


Mr. Tuomas. You have a table which sets out your different items. 
It cost you $254,550 to do the printing. That must mean you are 
spending close to $1 million getting up statistics and information. 
You have two big Bureaus here with around 300 people in them. 

Mr. ScuMib. Our big cost item, Mr. Chairman, is printing the Com- 
mission’s decisions. 

Mr. Tuomas. It that the big item ? 

Let’s look at your report and publications in here. 

Mr. Scumip. That is certainly one of the big ones. 

Mr. Tuomas. $190,00 for 1960, $254,550 for 1961, $201,283 for 195s 
Look at your different publications. How many are there? There 
are three pages of them. Your annual report appears here. Annual 
report to Congress to cost you $3,395; transport statistics cost $4,300. 
Isthat for a quarter? 

Mr. Scumip. Which one is that? 

Mr. Tuomas. Transport statistics. How many different publica- 
tions do you have? 

Mr. Scumip. Throughout the Commisison ? 

Mr. Tuomas. Yes. They are set out on three pages. Do you know 
how many there are without stopping to add them up ? 

Mr.Scumip. No. I will havetoadd them up. 

Mr. Tomas. Interstate Commerce Commission Act annotated, $14,- 
000 this year, Freight Commodity Statistics is $2,000; briefs in court 
proc eedings in which the Commisison participated, it looks like that 
is $1,100. 

Mr. Scumip. You made refe ‘rence several times to increased print- 
ing costs. I would like to ask the Secretary to explain a little bit of 
the background on the Commission’s Act annotated. That has some 
background which I think should be on the record. 

Mr. Tuomas. Is that $24,000 ? 

Mr. Scumip. $39,000 for printing costs alone. 

Mr. McCoy. I assume you are referring to the request for money 
toauthorize republication of the annotations? 
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Mr. Scumip. That is right. 

Mr. McCoy. That has been recommended for several years, Jp 
fact, there is a Senate committee report, back in the 84th Congress— 
I hold it in my hand; it is No. 2386, 84th Congress, second session, 
that recommends that such a republication be made. I will hand it 
to the clerk. 

Mr. Tuomas. Mr. Yates? 


DISPOSITION OF MOTOR CARRIER PROCEEDINGS 


Mr. Yates. I would like to turn, to the Bureau of Operating Rights, 
I ssume the same type of questions may prevail with respect to other 
bureaus. I had received an inquiry with respect to one of the matters 
pending in this bureau. It made me wonder as to the statistics showing 
the caseload. 

These statistics do not show the time of disposal, or the time taken 
by the Commission to dispose of the cases, do they? I am referring 
to the Bureau of Operating Rights. 

Mr. Scum. No. 

Mr. Yates. How many cases do you have that are older than a year 
or 2 years? 

First, how many cases do you have that are older than 2 years? 

Mr. Scumip. We have a table in the record on that, page V. 

Mr. Tuomas. What is the oldest case you have pending? 

Mr. Scum. They are on page V. There are 22 cases over 4 years 
old as of November 11. 

Mr. Tuomas. In which department? 

Mr. Scumip. That is Commission total there. We have the figure 
for each bureau individually. 

Mr. Yates. I would like to know how many of these cases that 
appear on page 5 are applicable to the Bureau of Operating Rights, 
I am sure it is included in that but I wonder, are any of the older ones 
included ? 

Mr. Scumip. Yes. There are four cases in the Bureau of Operating 
Rights over 4 years of age. 

Mr. Yates. Why does it take 4 years to dispose of a case of that 
type! 

Mr. Stiriweu. If you will give me the name of the case. 

Mr. Yares. I cannot give you that. 

Mr. Srituwew. It depends on the size of the case. The hearings 
may last 6 months alone. Then there is 30, 60, to 90 days thereafter 
for the briefs. The examiners sometimes take 6 months to a year to 
prepare a recommended report. The time for filing exceptions is 
usually extended so that it will run from 60 to 90 to 120 days and then 
the time for filing replies to those exceptions are extended to 60 or 
90 days. Then the case stands submitted to the Commission. Some- 
times there is oral argument which will delay it for another month or 
two months until the calendar is cleared so it can go up for oral 
argument. Then it comes up to the Commission for a decision, and, 
the record is of such size that it takes the review section a terriflically 
long while to review all that material. 

Mr. Yares. Then it may go up to the courts beyond that ? 

Mr. Srinuweityi. When it goes to the Commission and they make 
a decision, then there is an opportunity for an appeal. First, how- 
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ever, it would go to the Division. There is an appeal from the Division 
to the Commission, and petitions must be filed for that within 30 days. 
In a big case the time is usually extended. Then there is time re- 

uired to prepare the memorandums on the petition for the Commis- 
sion. If it goes up to the Commission the time can easily extend to 4 
years in a real big case, and then from there they take us to the courts. 

Mr. Gorr. Sometimes it comes back. 

Mr. Yates. I am sure it does. We have come a long ways from the 
original purpose of an administrative tribunal, have we not, when 
you remember one of the original purposes was to take it out of the 
courts to get a prompt disposition. Would the courts take longer 
in disposing of a case of this type than the Commission does‘ 

Mr. Gorr. I do not know whether I am the one to answer it, but 
I think in general our record is considerably shorter than the courts. 
Isn’t that right ¢ 

Mr. Stittweu. Yes, it is, considerably shorter. A lot of those 
steps I mentioned are required by statute or the fault of the pre 
themselves. When there is a case with a 15,000 page record, it is 
difficult for the Commission to deny a request for time to file a brief 
of 30 more days or to file objections. 

Mr. Scumip. Mr. Congressman, on the average it takes 212 calendar 
days, or 7.1 months from the time the case is filed to the time it is 
disposed of in the Commission. 

Mr. Yates. Seven months ? 

Mr.Scumip. Seven months, one day. That is the average. 

Mr. Yates. Does this include the noncontested cases ? 

Mr. Gorr. He is talking about contested cases. 

Mr. Scumip. Those are excluded. Dismissed cases are not in here. 

Mr. Yates. I am not talking about dismissed cases. I am talking 
about the purely pro forma cases where your law requires your carrier 
to file a contract, or other cases of that type. Are they included in 
this, too? 

Mr. Stituwetyi. No. 

Mr. Yates. These are just where an objection has been filed by one 
of the responding parties. 

Mr. Scumip. Yes. This study was made just a year ago. Back in 
1955 the period of time was 10.1 months. Actually, we are pushing 
them through a little faster. 

Here is a table of the entire Commission’s docket of every case 
appearing before it showing the age, by bureaus, by type of case. 

Mr. Yarrs. Would additional personnel help you dispose of it any 
faster ? 

Mr. Scumip. Yes. 


Mr. Yates. Under the schedule that Mr. Stillwell set forth I do 
not know that additional personnel would be of any value in expedit- 
ing the disposition of a case where you have a procedure which requires 
certain periods for complying with. 

Mr. Srmuwei. That is right, but that is an extraordinary case. 
We are talking about a big, important case and a big record and lots 
Spestics. 

he average case, as I say, will run from 7 to 8 months, 


Mr. Yarrs. How long does it take to dispose of a case once it 
reaches the Commission # 
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Mr. Sriuuwetu. After it is submitted ? 
Mr. Yares. After the Commission gets it. That varies too, I am 
sure ? 

Mr. Stuiwett. It varies. It has been running from 2 to 3 months, 
It depends on the size of the case. 

Mr. Wincue tt. Director Stillwell, how long before you can set g 

case? Are you short on hearing examiners so that you cannot set a 
case immediately ? 

Mr. Srmiwetr. We are short of hearing examiners right now, 

Mr. Scumip. We have 1,700 cases right now that have been filed 
and a good many of those, the majority of those are awaiting hearing 
examiner time so that they can be assigned for hearing or be scheduled 
for hearing. 

Mr. Strrtuweui. We could use 10 or 20 more hearing examiners right 
today if we had them to take care of this peak. 

Mr. Yares. If they dispose of the cases you are at another bottle- 
neck at the next level, are you not ? 

Mr. Srmutwet. No. This disposes of the hearing. 

Mr. Yarrs. If you dispose of the hearing the cases move to the 
next step. 

Then you have to wait until you get more people. 

You cannot use your hearing examiners at the next step, can you? 

Mr. Stittwewy. We are fairly well equipped in the review depart- 
ment now. We hope to build that department up so that we could 
take care of it. Another thing is that when cases are heard, 50 percent 
of the recommended orders that result from the hearings become ef- 
fective in absence of exceptions, so you dispose of practically half of 
your cases by hearing them. 

No further action is necessary. In other words, we set for hearing 
500 cases in a month, and the examiners will use the short form recom- 
mended report which they write in the field and which are sent direetly 
to Washington and served. Well, if they send in 250 short form recom- 
mended reports, most of those are going to become effective without 
any exceptions and that is the end of the case as far as the Commission 
is concerned. 

Mr. Yates. Do you find any complaints being filed with the Com- 
mission as a result of the time it takes to dispose of cases? 

Mr. Sritiuweii. Well, we have occasional complaints, certainly. 
We find this to be true, that the applicant that kicks about the time it 

takes to dispose of his case, however, is right in, as a protestant in 
another case, trying to delay the matter. 

Mr. Yates. Aren’t you becoming more and more bogged down by 
the volume of cases that are being filed? Is the Commission ef- 
fectively carrying out its function if its backlogs continue to pile up! 
Can you employ enough people to keep current or keep in a position 
where there is a prompt disposition of the cases that are filed / 

Mr. Wincueti. We thought that 10 additional hearing examiners 
would help us to not only hold down the backlog, but reduce it 
somewhat. 

There is a 10-percent increase in the number of applications filed. 
It was 12 percent this last year. 

Mr. Yates. I read statistics in your justification where you said it 
was 10 percent per year for the past 4 years. You have had a 40-per- 
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cent workload increase over the past 4 years, or more, because it is 10 
reent on top of the preceding years. 

Mr. Tueaie. We use the word “backlog.” All these cases are not 
backlog. Some are, but when they are delayed unduly they become 
backlog, but when they move along according to the legal steps neces- 
sary under the Administrative Procedure Act they are not backlog. 
That is only when something happens to a case that delays it beyond 
a reasonable disposition. 

Mr. Wincueti. They should have used the word “inventory.” 

Mr. Yates. We will accept that as a substitute for “backlog.” 


REGULATION OF RAILROADS 


May I ask you this question? We see many advertisements through- 
out the magazines, I receive letters from constituents declaring that 
there no longer is any need for regulation of the railroads. Does the 
Commission have any viewpoint on 1 this ? 

Mr. Wincuett. I do not believe 

Mr. Yates. You have seen those advertisements, have you not? 

Mr. WincHeEL. I do not believe the Commission as a body has ever 
taken a position on the overall regulation. We have taken a position 
that there are some phases of regulation that we think could be taken 
away from the Commission without i injuring the public interest. 

Mr. Yarrs. Where have you presented this opinion ? 

Mr. Wincuett. I think for instance on the time zones. We have 
felt that that was not necessarily a duty that should have been assigned 
tothe ICC. I just mention that as one specific case. 

Mr. Yates. Are there others ? 

Mr. Wincneti. Yes. Speaking specifically of the United States, 
Iam not aware of any railroad in the United States that is not in need 
. some degree of regulation. I am sure they would be the first ones 

over here protesting taking away regulation. 

Mr. Yarrs. I had a different i impression from reading the advertise- 
ments. The impression I received was the railroads thought regula- 
tion much too onerous. 

Mr. Tuaetr. I have not read such advertisements but they were 
directed for the most part toward passenger service. While they 
say “regulation,” I think they referred to the refusal to act on the part 
of the State commissions. They were artfully prepared and they 
did to that extent cloud the issue, but I am not aware of any railroad 
man in the United States who would say, “Take away regulation.’ 
It would be “dog eat dog.” They would bankrupt each other in 2 
years when they got to fighting and reducing rates, et cetera. 

Mr. Gorr. I think these advertisements had more to do with the 
rates than anything else. 

Mr. Yares. They are objecting to the requirement of filing rates and 
the need to obtain approval in the event they want an inc rease ? 

Mr. Gorr. You must. understand the function of the Commission is 
to protect the public interest, to protect shippers and the public 
generally. 

Mr. Yates. That is right. 

Mr. Gorr. I think a lot of these advertisements also have to do with 
their relations with other types of carriers. 
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In other words, the duty of the Commission is to provide fair and 
impartial regulation for all modes of transportation with no prefer- 
ence and obviously if there is no regulation in some phases of rates 
it would give an opportunity for one mode of transportation to have 
an advantage over another mode of transportation. 

I am just speaking for myself but I think the others would agree 
that that is perhaps the main part of these advertisements. 

I would rather the chairman or someone else spoke on this. 

Mr. Tucee. Let me say off the record 

( Discussion off the record. ) 

Mr. Yates. That is all. 

Mr. Tuomas. Mr. Evins? 





ADMINISTRATION OF LOANS 


Mr. Evins. Does the Loan Act, which the Commission administers, 
apply to water transportat ion also ¢ 

Mr. WincHELL. No; just to rail carriers. 

Mr. Evins. The general hue and cry was that the railroads were 
in such bad financial condition you had to have this act passed. Now, 
it is passed and the history shows you are not, or rather the railroads 
are not utilizing it. It would seem the situation is not nearly as bad 
as it appeared. 

Mr. Tvuceir. It is not a sign they do not need the capital but for 
some reason or another they have not taken advantage of it as we 
thought they would. 

Mr. Evins. I was impressed with this, Mr. Chairman. When IT first 
looked at your opening statement for $20.5 million, my mind ran back 
to seemingly a few short years ago when the chairman asked me to 
hold the hearings and your budget was $11 million. I just had in my 
mind that the ICC got $11 or $12 million every year. That year it 
was $11 million. Looking at the record for 1953, 1954, and 1955 it was 
$11 million, $12 million, $11 million, $11 million, even in 1956 it was 
$11.9 million. Now, you have topped it with $20 million. That is 
a tremendous advance in the appropriation in a few years. 

Mr. Wrincueti. Congressman, there has been an enormous growth 
in the economic picture as far as the country as a whole is con- 
cerned. There is much more traffic than there was. The railroads, 
in spite of the fact that they have a smaller percentage of the inter- 
city traffic, have a greater volume of traffic than they had back there. 

Mr. Evins. Certainly, everybody is on the road and going. We 
area moving nation. 

Mr. Wincueti. Motor carriers increased every year. The auto- 
mobile manufacturers estimate 7 million vehicles this year. I do 
not know how many of those are trucks, but a whole lot of them will 
be. 

Mr. Evins. There will be an enormous increase in the volume of 
business. 


Mr. Wincuetu. That gives us an increase in duties. 


LEGISLATION AFFECTING WORKLOAD OF COMMISSION 


Mr. Evrys. What recent legislation has been passed that has had 
the effect of increasing your workload ? 
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Mr. WINCHELL. In 1957 you passed an act which allowed contract 
carriers to apply for common carrier authority. We still have about 
400 of those cases pending. In 1958 there were these exempted 
commodity haulers that were put under regulation, and those that 
were operating were entitled to grandfather rights. There are how 
many of those 

Mr. Ryan. 800 some. 

Mr. WincHELL. There are 800 some cases pending. 

Mr. Evins. It was my impression some of the railroads were con- 
solidating and some of the larger trucklines were buying smaller 
ones and you were havi ing more concentration and less competition. 

Mr. WincHELL. The railroad consolidations have not been great 
innumber. There has been quite a little conversation and writeups 
in the trade journals but as far as consolidations, there have only 
been about three that have actually gone through. As far as the 
trucks are concerned, those consolidations cause us a lot more 
hearings. When there are a lot of carriers involved with traffic that 
is competitive, they come in with protests and those hearings go 
on for a long time. 


INCREASE IN APPROPRIATIONS AND ESTIMATES 


Mr. Evins. In 1959 the Congress gave the Commission $17 mil- 
lion in round figures and then you had a supplemental for $300,000, 
then you had a pay increase bill for $1,447,000, which made a total of 
$18.747,.000. Now we have a $1,753,000 increase for next year, or 
nearly a $2 million increase for next year. 

Mr. WincHeELv. $132,000 of that is by the act of Congress on the 
health benefits program. 

Mr. Evins. How much did you ask of the Bureau of the Budget? 
How much did they cut you down ? 

Mr. Scumip. We asked the Bureau of the Budget for $21,190,000. 
They cut us $690,000. Mr. Congressman, I want to add one more 
thing: You are talking about moving from $11 million to $20 million 
or thereabouts, I would like to remind you that $3 million worth of 
Government pay increases are in there and a $1 million contribution 
to the Civil Service Retirement Fund. There is $4 million. 

Mr. Tuomas. Is anybody objecting to that pay increase ? 

Mr. Scumip. No, sir. 

Mr. WincueLL. We just mentioned it, Mr. Chairman. 

Mr. Scumip. I wanted to point out that we pay more money for 
personnel and everything we are buying today, just like everybody 
else. 

Mr. Evins. It isthe general trend all over of all agencies. 

Mr. Scumm. Yes. We have more people. We do not have twice 
as many people just because we have twice as much money. 

Mr. Wincuet. Our workload has incre: ised each year. There has 
been an increase in the number of motor arrier applications, in addi- 
tion to the added duties that have been given to us. 

Mr. Evins. I respect the Commission and think it has a great serv- 
ice to perform in the public interest. 

Thank you, Mr. Chairman. 

Mr. Tuomas. Thank you, gentlemen. 
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It is always nice to do business with you. 


THursbay, J ANUARY 28, 1960, 
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SALARIES AND EXPENSES 


Program and financing 


1959 actual | 1960 estimate] 1961 estimate 





Program by activities: 


i ae $3, 642, 480 | $3, 928, 000 $4, 375, 000 
a a ei lemme | 1, 162, 500 | 1, 308, 000 | 1, 478, 000 
3. Board adjudication, executive, and legal staff activities 1, 011, 399 | 1, 084, 000 | 1, 117,000 
4. Administrative services. ................... : oe 607, 321 605, 000 630. 000 
5. 1959 program obligated in 1958. .-................--..- -| — 28, 813 I head | aah iene 
I eli hh nnilemeiee | 6, 394, 887 6, 925, 000 7, 600, 000 
Financing: 
1959 appropriation available in 1958_............_-.-- wel 28, 813 |... nae 20- Jeno sensedonnts 
Unobligated balance no longer available___....._______- 14, 500 | Se eameiiaiaidiiaeas 
ae ‘ is pen emeremnertianiatinnt 
a | 6, 438, 200 6, 925, 000 7, 600, 000 


New obligational authority: 


Appropriation. -_.......-.- beng nb Te a eae 6, 540, 200 | 6, 925, 000 7, 600, 000 
Transferred to ‘‘Expenses,’’ Federal Aviation Agency (49 
ST On ae eudiobcnemmaaecuawe MPD Na ccocccccnanwulanaeeee 
en — - | — 
: : | 
Aporortiatset (adnisted) . . <n... .cenencesenccccccocccs 6, 438, 200 | 6, 925, 000 7, 600, 000 
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Object classification 


een ee ee 


| 1959 actual | 1960 estimate | 1961 estimate 














Tne Sane rr emt - 
Total number of permanent positions. __...........__- ‘ 731 766 840 
Full-time equivalent of all other positions_.__-...-- tes. 
Average number of all employees- - boob ibbwenttbbhest ces 703 747 811 
Number of employees at end of year- ---- pa ain tS 719 747 819 
Average GS grade and salary- ---- nisiniieaeeusare dn ; 9.2 $7,386 | 9.3 $7,439] 9.4 $7, 431 
ol Personal services: 
Permanent positions. leicht ata aes | $5,257,922; $5,631, 400 $6, 133, 500 
Positions other than permanent__-_--_-__- ‘ | 9,119 : 7" 
Other personal services _ _.--- | 52, 866 71, 600 | 53, 200 
Total personal services 5, 319, 907 5, 703, 000 6, 186, 700 
9 Travel_- 260, 540 302, 000 | 336, 700 
43 Transportation of things 16, 914 12, 700 | 15, 300 
94 Communication services 103, 664 | 114, 600 119, 600 
“5 Rents and utility services 54, 431 62, 300 69, 300 
Printing and reproduction. __- 5 Sd | 71, 057 | 71, 700 | 87, 500 
g?7 Other contractual services . 20, 760 | 28, 400 | 79, 900 
Services performed by other agencies___. i Jj 91, 972 115, 400 124, 200 
08 Supplies and materials Sarasin’ 70, 374 | 82, 100 90, 000 
0 Equipment. 78, 713 | 60, 400 | 87, 800 
11 Grants, subsidies, and contributions-- 328, 031 366, 400 397, 000 
13 Refunds, awards, and indemnities. - 3, 475 2, 500 | 2, 500 
15 Taxes and assessments e< ; 3, 862 | 3, 500 | 3, 500 
1959 program obligated in 1958... — 28, 813 
Tate) ODTIMATIONS......cccccccccccn aiid ot so 6, 394, 887 6, 925, 000 | 7, 600, 000 


———————— eee — = see 


Mr. Tuomas. Gentlemen, the committee will please come to order. 

We have with us this morning representatives of the Civil Aero- 
nautics Board. 

It is always most pleasant to have this distinguished group of public 
servants with us. We are delighted to see many of our old friends. 

We are delighted to have with us the able and genial Chairman, 
Mr. Durfee, and a former colleague and friend of many years’ stand- 
ing, Vice Chairman Gurney. 

We also have with us Mr. Gillilland, an old friend, and as a matter 
of fact, he has almost worn out two or three chairs in here. Mr. 
Gillilland, it is a pleasure to see you again, and we wish you well in 
your new job. 

Mr. GinuitLtanp. Thank you, sir. 

Mr. Tuomas. We predict another outstanding career for you. 

We are also glad to have with us Mr. Boyd of Florida, who has 
been on the Commission several months, and certainly is an outstand- 
ing and distinguished individual in his own right. He has had worlds 
of experience in public service. It is good to have you with us, Mr. 
Boyd. 

Mr. Boyp. Thank you, sir. 

Mr. Tuomas. Then we have the Executive Director, Mr. Juliana, 
who is well and favorably known to the committee. 

We also have with us Mr. Russell, an oldtimer. We are also glad 
to have with us Mr. Mulligan, and we are going to have to give him 
another star. 

Then we have Mr. Roth, Mr. Hord, Mr. Stone and here is Mr. Bakke. 
I doubt if there is anyone who does a better job any place than he does. 

We also have with us Mr. Anton, who is another outstanding per- 
former, and I believe it is the first time we have had our friend, 
Mr. Brown, the Chief Hearing Examiner. 


Where is Mr. Brown? 
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Mr. Brown. Right here, Mr. Chairman. 

Mr. Tuomas. We are glad to see you, sir. We are delighted to 
have you. 

Mr. Brown. Thank you. 

Mr. Tuomas. I have been reading in the papers that we are about 
to lose our very able and erudite Chairman here, Mr. James R. Durfee, 
I know I speak the sentiments of this committee in w ishing you well 
in your new undertakings. 

Here is a gentleman of distinguished and outstanding judicial 
ability. He not only has a fine legal mind, but he has that other very 
important element to make a great judge, and that is judicial tempera- 
ment. He has a wealth of experience. He has been presiding over 
this quasi-judicial body for a good many years, and his experience 
is rich, and it has been quite lengthy. As much as we hate to lose you, 
we still wish you well. 

Mr. Durrer. Mr. Chairman, I hope the Senate concurs in your 
sentiments when my nomination reaches the floor of the Senate for 
confirmation. 

Mr. Tuomas. Mr. Chairman, do you have a statement for us, you 
or your fellow Commissioners ¢ 


GENERAL STATEMENT 


Mr. Durrer. Yes, sir. Copies of the statement have been distrib- 
uted tothe members of the committee. 

I would like to go through this statement rather carefully, Mr. 
Chairman. 

Mr. Chairman and members of the committee, may I say first that 
Mr. Minetti will be unable to be here this morning, because we are 
currently in negotiations with the Italian de legation from Italy on 
our bilateral relations with them which are quite critical. 

Mr. Tuomas. Off the record. 

( Discussion off the record. ) 

Mr. Durrer. Mr. Chairman and members of the committee, the 
Board is here tods Ly in support of two separate appropriation requests 
for fiscal 1961: First, a request for $7,600,000 tor salaries and ex- 
penses, a second, a request for S68 984, QOO for payments to air car- 
riers for subsidies. 

INCREASE IN PERSONNEL 


Our salaries and expenses request covers 840 jobs—that is 74 more 
jobs than our 1960 appropriation covered. 1 want to point out to the 
committee that our request to you this year actually covers fewer jobs 
than our request of a year ago—even though the dollar amount is 
$100,000 greater. 

I believe we requested 846 positions in fiscal 1960, and we are re- 
questing 840 positions for fiscal year 1961. 


INCREASE IN FUNDS 


Last year we requested $7.5 million. The Congress cut this request 
to $6,925,000. While last year’s appropriation still represented a 
fairly substantial increase for the Board, I think, in all frankness, 
that I can describe this cut in our estimate as a fairly sharp one. It 
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certainly made us take careful stock, and I would say that for the 
past year we have been living on pretty thin rations. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Durrer. I do want to emphasize very much that I think what 
this committee did in the area of providing us with supergrades was 
one of the greatest stimuli to the morale of our staff that has been 
done in a very long time. 

Mr. Tuomas. You have a very able staff, and they deserve it, and 
then some. 

Mr. Durrer. In addition, the President, this year, in a message to 
all agencies, requested that the agencies make every effort to limit 
their requests for 1961 to the level approved by the Bureau of the 
Budget for 1960. 

With our experience before the Appropriations Committees last 
year fresh in our minds, and in light of the directions of the President, 
the Board directed the various divisions of the staff to review their 
needs with a fine-tooth comb and to cut out everything that was not 
absolutely essential to enable the Board to keep up with the minimum 
demands on it. 

Mr. Tromas. Mr. Durfee, we are going to point out about six soft 
spots which you overlooked. However, you proceed with your 
statement. 

Mr. Durree. After the staff review, I went over the budget per- 
sonally and with the rest of the Board, and we cut the request still 
further. Our objective was to present the Bureau of the Budget 
and this committee a bare-bone estimate of our needs. Even with 
this careful effort, the Board was compelled to request of the Bureau 
of the Budget $100,000 more than it had requested last year. The 
Bureau of the Budget readily approved this request which is before 
you today. And, I might say that when we presented our budget to 
the Bureau of the Budget, Mr. Broadbent, who was handling our 
budget, complimented our efforts to try to stay in line, and I hope 
we get the same compliment here. 


INCREASE IN AVIATION ACCIDENTS 


Our budget was originally made up, as you know, last fall. Since 
then there has been a sharp increase in aviation accidents—particu- 
larly airline accidents—which I know you have all been reading 
about in the papers, and which are of great concern to the public at 
large, and to this committee. 

It is already fairly obvious to me that the needs of public safety 
will compel the Board to devote even more of its resources to accident 
investigation than we expected last fall. This means that if this 
committee and the Congress should approve every single dollar of 
our request, our economic work will still be at a lower level than our 
budget anticipated. 

Mr. Tuomas. Mr. Chairman, let us not do so much investigating. 
Let us stop the accidents and then we will not have to investigate. 

How are we going to stop them ? 

Mr. Durrer. Mr. Chairman, you have already complimented Mr. 
Bakke very highly, and I think he can give you an answer to that 
question. 
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Mr. Tuomas. I think we should find out what causes them. Let us 
not do that investigating. Let us stop it before the plane falls. What 
can be done in that regard ? 

Mr. Durrer. I think when we get down to that area Mr. Bakke, 
who, as you said, is very experienced and able, can certainly handle 
that. 

Mr. Yates. Is he going to tell us how it can be stopped, rather than 
piecing it together ? 

He may be very good on the jigsaw problem, but I think we are 
more interested in preventing the jigsaw in avoiding the need for 
piecing crashed planes together. 

Mr. Durrer. Congressman Yates, I do not think Mr. Bakke nor 
I can give this committee assurance—any positive assurance—that 
if you doubled our safety investigations staff we will stop accidents, 
As long as airplanes are flown by human beings and controlled by 
human beings, and very often with situations existing entirely beyond 
human control, and you have the element of human error, T do not 
think we can ever tell this committee that we will stop all of it, 

Mr. Tuomas. We can stop that bombing business if we can fluoro- 
scope the baggage. Of course, some of the wives may have a little 
smoothing iron in there and some of the boys may have a razor to 
show up, ‘but after all, who is going to object to asking them about 
those articles? If you catch me with my safety razor in there, I 
will not complain. 

Mr. Durree. At any rate, Mr. Chairman, I think it is fair to say, 
and I think Mr. Bakke can cover this for you, that since we made 
this budget up last fall and cleared it with the Bureau of the Budget— 
and this is the budget we are submitting—there has been a substantial 
change in this area which we think will compel us to reevaluate our 
position as to accident investigations. 

Mr- THomas. You have 127 people in that Division, and you have 
61 of them doing accident work, and the rest of them work on publi- 
cations and this kind of budget work. 

You have 16 in the Director’s Office. 

You should put about three-fourths more, perhaps, in the actual 
safety work and cut out some of that paperwork and some of the 
studies and publications. The public is not interested so much in what 
causes a plane to fall. It is interested in seeing it not fail. 

Mr. Durrer. Mr. Chairman, I am trying to submit to this com- 
mittee in a general statement the areas of concern to the Board in 
our budget. I believe when we get down to the Bureau of Safety 
we can present to this committee a staff analysis of the Bureau of 
Safety, which is reasonable enough by any means, and not extravagant, 
an analysis of the staff and personnel required in that area. 

Mr. Yates. With respect to the sentence which you just read 





The needs of public safety will compel the Board to devote even more of its re 
sources to accident investigation than we expected last fall— 

Is that based upon the number of accidents that have already oe- 
curred, or is it based upon those which may be expected to occur in the 
remainder of the year ? 

Mr. Durrer. Congressman Yates, that - based upon the figures 
which we finally ar rived at for the year 195! 
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Mr. Yates. There have already been more accidents this year than 
inthe year 1959. 

Mr. Durrer. Sir? 

Mr. Yates. We have already had more accidents than we had in the 

ear 1959; have we not? 

Mr. Durrer. In 1960? 

Mr. Yates. Yes. 

Mr. Durrer. No. 

Mr. Yates. Have we not had more airline accidents this year already 
than we had in all of last year? 

Mr. Baxxe. I do not think so. 

Mr. Yates. I was under the impression that we have had about four, 
and how many did you have last year? 

Mr. Baxxe. Inthe samecategory we had 11 fatal accidents. 

Mr. Yates. Eleven fatal crashes? 

Mr. Baxxe. Yes, sir. 

Mr. Tuomas. Is it true, Mr. Chairman, that the Military Transport 
Services has not had a serious accident in the last 3 or 4 months; 
whereas, the commercial carriers have had a half-dozen ? 

Mr. Durrer. I think that is substantially correct. 

Mr. Baxxe. There must have been more than four fatal accidents, 
I would say, in the last year. 

Mr. Osterac. We will get to these figures shortly ; will we not ? 

Mr. Durree. Yes, sir. 

Mr. Evins. Let us talk about it a little bit right now. This is the 
most important thing before the committee. 

Mr. Osterrac. What I meant is this: Somewhere along the line 
this comparative figure that Mr. Yates is talking about should be in 
the picture. 

Mr. Durree. To go directly to the question, when we prepared this 
budget and submitted it to the Bureau of the Budget, we did not have 
our 1959 accident statistics. 

Mr. Tromas. This budget was made up last September? 

Mr. Durrer. Yes, sir. 

Mr. Troomas. How many accidents did you envision would happen 
in fiscal 1960 when you made this total up? 

Mr. Durrer. I do not believe Mr. Bakke in presenting any budg- 
etary request to the Board has ever atempted to say in 1960 there 
will be X number of accidents. 

Mr. Troomas. Well, I should think that you would. 

Mr. Durrer. Nor do I think we have ever attempted to envision it. 

Mr. Tuomas. I should think you would have that as a basis of 
judging what your costs are going to be, based on the number of 
accidents over a period of years. 

Mr. Durrer. The basis upon which we envision this is that the 
accident rate for 1959 which we were able to evaluate after we pre- 
pared this budget, the rate per 100 million passenger miles—the 
fatality rate—we found at the end of 1959 was about double what it 
was for 1958. 

Mr. Yates. Well, this was the basis for 1960; was it not? 

Mr. Durrer. In presenting our budget here the last time, as you 
recall, we certainly were unable to envision just what to anticipate, 
but we expected a decrease in accidents, 
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SAFETY RESPONSIBILITIES 


Mr. Yates. By way of reference, Mr. Chairman, we know that 
CAB has the responsibility for investigating accidents. 

Mr. Durree. Yes, sir. 

Mr. Yares. Does it have the responsibility as well for recommend- 
ing methods by which further accidents may be avoided, or is that 
the function of the FAA? 

Mr. Durrer. The act puts on us, No. 1, when we find the cause of 
an accident, we are supposed to make a recommendation on the basis 
of that casual finding. 

There is also another responsibility apart from any particular 
recommendation: At any time the Board and its Bureaus Reel. apart 
from accident investigation, that a revision in the safety rules which 
are now pr omulgated by the FAA—and the statute imposes upon us 
that responsibility as well—we are to submit recommendations and 
we have submitted recommendations, and if you care to go into that 
later we can, sir. 


RECOMMENDATIONS TO FAA ON SAFETY 


Mr. Yates. Do you make any recommendations to the FAA as to 
what the safety rules should be? 

Mr. Durrer. Yes, sir. 

Mr. Yates. Has the FAA adopted them ? 

Mr. Durree. I think we can say that we have had, well, I would 
say excellent cooperation. I would say that the FAA has certainly 
expressed promptly, as soon as they received our recommendations, 
appreciation, and have expressed that they were doing it. In some 
cases I think the recommendations have not been followed, but in 
every case they have acknowledged our recommendation, they have 
acknowledged its value, and they have stated that they were taking 
remedial action. In most of the cases, Mr. Yates, such action was 
taken in accordance with the Board’s recommendation. 

Mr. Yates. I think I should ask these questions when we get. to 
the Bureau of Safety because I will want to ask Mr. Bakke at that 
time about the recommendations which your agency—I assume this is 
for the whole Board as well as Mr. Bakke—has made to FAA, and 
its predecessor, CAA, over the last 5 years, for example, and the 
extent to which your recommendations have been adopted by CAA 
and subsequently by FAA. 

Mr. Durrer. I am quite sure we are prepared to furnish that for 
1959. I think you will recall, Mr. Yates, prior to the enactment of 
the Federal Aviation Act we had the responsibility for promulgating 
safety rules ourselves. We promulgated them. We did not. merely 
submit recommendations. We made the rules ourselves. For 1959 
I am positive that we can give you a fairly detailed analysis of the 
recommendations we have submitted. 

Mr. Yates. The fact that you promulgated them does not neces- 
sarily mean that they are in force. 

I wonder whether or not in the CAA earlier the rules that you 
promulgated were enforced ? 

Mr. Durrer. The rules that we promulgated were enforced; yes, sir. 

Mr. Yares. Without exception ? 
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Mr. Baxxe. You could hardly say “without exception,” but could I 
answer your question directly with respect to the recommendations ? 


@ Mr. Yates. Surely. 

Mr. Baxxe. A substantial number of the recommendations that 
1d- were submitted to the CAA prior to the transfer would not have in- 
rat cluded recommendations for the promulgation of regulations, but they 
| would have and did include recommendations for many other things 
of such as the issuance of an airworthiness directive, the changing of 
sis procedures and standards, which had been delegated by the Board 

to CAA. . 
lar Mr. Yates. I will go into that further when Mr. Bakke’s Bureau 
art comes up for consideration. — 
ich I think it is particularly important because we have FAA coming 
us in before the subcommittee next week and this may very will serve 
nd as the basis for questioning its representatives. 
rat 


RELATIONSHIP OF APPROPRIATIONS TO ACCIDENT PREVENTION 


Mr. Evins. You say that if this committee doubled your appro- 
priation, you could not give us any assurance that accidents would be 
to stopped. We appreciate that, but could you go one step further and 
say that accidents would be lessened or minimized ? 
Could you not give us some assurance along that line? 
Mr. Durree. Yes, sir. 





ald Mr. Evins. I just wish you would do that for the record. 
nly | Mr, Durree. For the record, I can give this committee assurance 
ns, that it is our belief that if we had a more adequate investigatory 
me staff, which we are now more convinced we must have since we pre- 
in pared this budget, that as a result of these investigations and the 
Ave findings and the recommendations which are made, the evolution of 
ing accident prevention which has resulted largely from finding the causes 
vas of accidents in the first place 
Mr. Evins. In other words, there is a direct proportion of the 
to investigation of accidents to the amount of money appropriated; 
hat would you say? 
3 is Mr. Durrre. I would not attempt to say that is a direct proportion. 
ind Mr. Evins. Is there any relationship ? 
the Mr. Durrer. Yes, sir. 
AA Mr. Evins. Well, the Congress appropriates the money for this 
purpose, and we pass legislation because the public is concerned and 
for yet after passing this new, so-called safety insurance legislation, the 
- of accident toll mounts. 
ing It does not seem that legislation and appropriations are doing the 
rely job. It is going to take administration. 
959 Mr. Durrer. Mr. Evins, I must say that with what the Congress 
the has done for the Board in the area of safety investigations, the safety 
record, ever since the Board has had jurisdiction of accident investiga- 
ces- tions, over the last 20 years shows there has been a steady decline in 
the number of accidents and the number of fatalities per 100 million 
you pees miles. But, up until 1959 the Board had direct responsi- 
ility not only to investigate but to promulgate regulations. 
‘sir. I think this record of progress and steady decline has produced 


what I think is an amazingly safe accident rate, and demonstrates 
| that the cooperation of Congress in this area has paid off well. 
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Mr. Evins. Well, perfection, of course, is never fully attained, but 
we can strive for it. 


REASON FOR CREATION OF FAA 


A few years ago there was alarm over a series of accidents, and 
people said that the Congress must do something about it. We passed 
this new legislation for “FE AA. Now you tell us that if we had not 
passed it you could enforce your rules and that now you can only 
recommend rules. 

Are we getting so topheavy and so cumbersome that we cannot 
drain water out of chi aos 4 

Mr. Durrer. I do not think we are topheavy and cumbersome, and 
I do not think we are in a chaotic condition. I think we are actually 
making substantial progress. 

At the time to which you refer, which brought about the FAA, 
there was an air traffic control problem. I think, as you recall, this 
has not been the problem in 1959—this doubling of the accident rate 
in 1959 has not been an air traffic control, or air collison problem. In 
fact, as we have pointed out, there has been no single pattern. The 
year 1959 was just, perhaps, a peculiar year. 

Mr. Evins. The point I am making is this: The public was concerned 
then, and we passed legislation, and the public is concerned now. We 
do not know what the answer is—whether it is more legislation or more 
appropriations—and we are seeking enlightenment on the subject. 

Mr. Durrer. I think this can be said, that the money was appro- 
priated and a new agency was created, and I might say without our 
concurrence. But, I think if the objective of the Congress was, by 
having in one agency control of all the airspace. both military and 
civil use, the elimination of air collisions and more efficient air traffic 
control, I think the 1959 record establishes the fact. that there has 
been substantial accomplishment toward which the Congress made 
this change in the law and made the appropriation. 


DIVISION OF AUTHORITY WITH FAA OVER SAFETY MATTERS 


Mr. Yares. But the Congress is interested, too, in the question of 
safety. Frankly, as I have been reviewing this problem, I am con- 
cerned whether there is not danger in an apparent split of authority 
in the field of safety. 

You have declared that on the basis of the statute the CAB has 
jurisdiction over safety matters, is that correct ? 

Mr. Durrer. Safety investigations and recommendations to the 
FAA as to regulation. 

Mr. Yates. Only as to recommendations ? 

Mr. Durrer. Yes, sir. 

Mr. Yares. But prior to FAA you had a broader jurisdiction, did 
you not ¢ 

Mr. Durrer. We were responsible for investigations, and for 
regulation. 

Mr. Yares. Now, do you have any supervision over maintenance 
standards, for example—maintenance standards for planes that are 
used 7 
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Mr. Durrer. No. Maintenance standards are prescribed by the 
FAA. The inspection is done by the FAA. 

Mr. Yates. All right. Let us just stop on that point for a moment. 

The National Airlines crash which occurred a few weeks ago 
brought a declaration from a group of pilots that they would no 
longer subject their planes to certain tests established by FAA. 

Mr. Durrer. That was the stall, and near-stall. 

Mr. Yates. It was said it would cause too great a strain on the 
airframe and on the pilots themselves. 

Does the CAB have any jurisdiction with respect to the determina- 
tion as to whether or not the assertion of the pilots is valid? 

Mr. Durrer. I think FAA has that jurisdiction. 

Mr. Yares. My question was to the CAB. Does the CAB have any 
jurisdiction with respect to that? eres 

Mr. Durrer. No; we have no direct jurisdiction as to what a pilot 
would be required to do in training. : 

Mr. Yates. Was it for pilot training ? 

Mr. Baxxe. Yes, sir; that was training in a stall or near-stall. 

Mr. Yates. When you say you have no control over what the pilot is 
required to do, the purpose of this was to make sure of continuing 
safety in the operation of the craft; was it not? Do you have any 
jurisdiction over this? 

Mr. Durrer. We have no jurisdiction over this type of standard. 

Mr. Yates. Neither by making recommendations—— 

Mr. Durrer. Except by recommendation. 

Mr. Yates. Do you investigate such a situation ? 

Mr. Durrer. Yes, sir. 

Mr. Yates. You do? Mr. Gurney shakes his head, and you said, 
“Yes.” 

Mr. Durrre. Actually, when this assertion was made by the pilots, 
the FAA called up and said “Do you have records of any structural 
failure of aircraft as to the possibility which was asserted by the 
pilots? Does the Board have records of structural failure of aircraft 
which has been caused by any such requirement as this—stall or near- 
stall ?” 

I think the Board replied to Mr. Quesada in the FAA in response to 
that request as to what we had, and Mr. Bakke can go further into that 
for you. 

Mr. Osterrac. Asa result of your own investigation ? 

Mr. Durrer. As the result of our whole jurisdiction over the subject 
matter. Mr. Bakke, I think, can give you the answer to that. We were 
asked that question, and we gave them the answer. 

Mr. Yarrs. My question was directed to whether or not you would 
have jurisdiction. Apparently you have the jurisdiction to make 
recommendations with respect to that procedure. 

Mr. Durrer. Yes, sir. 

Mr. Yates. And the question that I ask, then, is: Do you investi- 
gate such a pattern of training to determine whether or not it is safe 
for the pilot or for the plane? 

Mr. Durrer. No; we do not. 

Mr. Yates. And, then make recommendations ? 

Mr. Durreg. If the FAA imposes a standard of pilot training, the 
Board does not go and investigate whether this is a reasonable stand- 
ard. The Board is empowered by the Congress to investigate accidents, 
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Mr. Yatrrs. And to make recommendations / 

Mr. Durrer. Yes, sir. 

Mr. Yates. Is that the limited extent of your jurisdiction: to in- 

vestigate accidents and to make recommendations? Do you have no 
jur isdiction for the determination of safety ¢ 

Mr. Bakxe. Sir, I do not know what you mean by “determination of 
safety.” 

Mr. Yares. The determination of patterns which bear upon the 
question of safety ‘ 

Mr. Baxxe. There are two areas of investigation which the Board 
has responsibility in total. One deals with the investigation of aeei- 
dents and the determination of probable cause, and the ‘determination 
of that action which is best calculated to ‘prevent the recurrence of 
the accident. The recommendations that come out of this accident 
investigation activity typically flow to the Administrator, and we 
have a very large number of illustrations of these recommendations 
and the action which the Administrator has taken last year. 

We also have a broad authority to investigate conditions and eir- 
cumstances which tend to create an environment within which acei- 
dents are likely to happen. 

Now, this latter authority is one which in our judgment would 
have the Board consider safety hazards. I think I could put it in 
the form of “accidents that almost happen” as well as those that 
actually did happen. This distinguishes itself from the point which 
Mr. Durfee was trying to make with respect to certain cases. When 
the Administrator adopts a regulatory policy, the Board does not 
take that regulatory policy and try to determine by substituting its 
judgment for the Administrator’s as to whether the Administrator 
was right or wrong in the adoption of the policy. It does not try 
to forecast particularly on the basis of its value whether a policy 
was right or wrong. 

It does have regard to safety hazards as it knows them to exist in 
the industry and it has responsibility to investigate those hazards to 
determine what corrective action is necessary to remove them, and 
we have done that. 

With respect to the point at issue the statement made by Mr. Sands 
concerning 6-month checks given to airline pilots—as soon as that 
statement was made we immediately went through our records to see 
if there was anything on the basis of which we could substantiate 
such a claim, and we ‘found none. Mr. Quesada called us and asked 
us whether we would make such a study and we said we certainly 
would. As soon as such a serious charge as that was made we im- 
mediately went back into our records to see if we could find any ac- 
cident that had occurred or any statistic or any trend that was identi- 
fiable that might have, perhaps, existed, and we found none. 

Mr. Yares. What was the basis for Mr. Sands’ recommendation! 

Mr. Baxxe. I cannot answer that. 

Mr. Yares. The pilots feel that there is some kind of stress or 
strain which occurs as a result of that policy. There is no basis for 
that assertion ? 

Mr. Baxxe. I do not know about that. 

Mr. Yates. Perhaps it would be well to find out. Why would you 
not ask Mr. Sands? 
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Mr. TuHomas. What Mr. Yates is asking is this: Was it a valid 
charge? Did it have any substance to it? 

Mr. Yates. Why did you not ask Mr. Sands the basis of it? If Mr. 
Sands makes a statement of this type and you check your records and 
find no basis for it, why are you then satisfied rather than going to 
Mr. Sands and saying, “What makes you make a statement of this 
type?” 

r. BAKKE. Well, sir, because the responsibility for making a de- 
termination with respect to the policy that shall apply with respect 
to matters such as 6-month checks, only 18 months ago the Congress 
took away from the Board and gave that to the Administrator. 

Mr. Yares. You had that authority 18 months ago? 

Mr. Baxxe. Yes, sir; 18 months ago, I would say, in accordance 
with title VI of the Ci iv il Aeronautics Act, the Board would have gone 
to Mr. Sands and would have demanded to know the basis upon which 
he made such a statement. As of today, we think Congress spoke very 
clearly in the Federal Aviation Act on this matter. 

Mr. Tuomas. In your judgment is there any merit or substance to 
the charge by the pilots ¢ 

Mr. Bakke. No; we do not think so. 

Mr. Boyp. I was going to point out one thing: This was not a state- 
ment on behalf of the National Airline Pilots ‘Assoc lation. This was 
a statement made by a representative of a certain group of national 
airline pilots. It was not a statement by a representative of the in- 
dustry. Subsequently, if 1 am not mistaken, this statement was with- 
drawn by this group. 

Mr. Yates. I do not know whether it was or not. 

Mr. Evins. Mr. Durfee, your Board was not for this legislation 
initially. You stated you did not recommend it, and did not neces- 
sarily favorit. Are you now ina position—— 

Mr. Durrer. In fact, we opposed it vigorously. 

Mr. Evins. You opposed it. Are you now in a position to say that 
it has been justified, or worth while, or proper, or should it be amended 
or changed, or what would be your position today ¢ 

Mr. Durrer. Mr. Evins, I'think the C ongress has gone ahead and 
set up a new program. We differed on that program. The Congress 
overruled us. ‘This program has been set up. It has been in opera- 
tion about 18 months. I do not think the Board would say that now 
is the time to say “this is all wrong. We were right, and this record 
of = months proves that it was wrong.” 

I do not think we could do that, and I do not think we could s: 
that, Mr. Evins. We could say we still think that the Board as the 
agency of the Congress—a quasi-legislative agency—should have re- 
tained the power to make safety regulations. “I would not say, and I 
think I have discussed this matter with Mr. Bakke—I do not think we 
would say that this is all wrong and that Congress should go back and 
repeal the act, and just take apart this agency which has now been 
set up. 

Mr. Evins. In other words, you are not backing off from the fact 
that you feel Congress should have strengthened your agency initially, 
and now you have divided authori ity ¢ 

Mr. Durrer. That is correct. 

I would like to ask Mr. Bakke or any member of the Board—what I 
have said is I do not think after 18 months’ operation we would recom- 
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mend or say this is wrong, and now go back and pass a new law and 
take the FAA all apart and start all over again. 

Mr. Yates. But the fact does exist, as I suggested in my question to 
you a few moments ago, there is an apparent divi ision of authority over 
safety matters at the present time. 

Do you suggest a division exists ! 

Mr. Durrez. Yes, sir. 

Mr. Yares. It does exist ? 

Mr. Durree. Yes, sir. 

Mr. Yates. The CAB had total authority prior to the passage of 
the FAA legislation; did it not ? 

Mr. DuRFEE. We had total authority for investigation and regula- 
tion ; yes, sir. 

Mr: Evins. You had no authority for enforcement ? 

Mr. Durrer. No, sir. 

Mr. Yares. They did have, except the FAA was their enforcing 
agent. 

Mr. Ostertac. Off the record. 

(Discussion off the record. ) 

Mr. Osrertac. I did want to inject this question with regard to 
jurisdiction. I do not know the Board’s feeling about this p: ittern or 
setup of joint authority and responsibility in the field of air traffic 
and how it should be set up in a different way. In any event there has 
been serious criticism of late of the very fundamental principle that 
the FAA establish and make regulations and then they sit in judgment 
of their own rules and pass on them. 

Mr. Yares. That is the point he made. 

Mr. Osrerrac. Does that fall into place as to this question that you 
people have in mind? 

Mr. Durrer. Well, I do not know what you mean by “fall into 
place.” I think this is one of the areas that we dealt with in dis- 
cussing this matter before the Congress when the FAA Act was under 
consideration and over which we expressed concern. 

Mr. Yares. Therefore, with respect to this subject you have only 
a recommending authority now to the FAA. You make certain find- 
ings as to why an accident happened, and you may extend that by 
suggesting means by which such accidents may be prevented in the 
future, but you have no compelling authority in that respect 

Mr. Durrer. As Mr. Bakke has pointed out, that is not confined 
entirely to accidents. For example, the Bureau of Safety makes 
special studies in certain areas, and not on just one accident. 

Mr. Tuomas. Before the accident occurs, Mr. Durfee—— 

Mr. Durrer. We make special studies on a number of accidents. 

Mr. THomas. You make some safety investigations before they 
occur ¢ 

Mr. Durrer. Yes, sir. 

Mr. Yates. Do you make recommendations predicated upon your 
investigation to FAA? 

Mr. Baxke. Yes, sir. 

Mr. YATEs. - ave you done that within the last year? 

Mr. Baxxe. I doubt that there have been many, but we can check 
into the situation. There have been a few. The reason that there 
have been a few is in part the problem that the Board has experienced 
which Mr. Durfee just described. 
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Mr. Yates. Namely, what ? 

Mr. Baxxe. When our people are too few to permit all the in- 
vestigations which we can accomplish, we have to establish a system 
of priority in regard to them. 

Mr. Yates. The FAA does the same thing. It has authority to do 
the same thing! Is not FAA’s authority to do the same thing that 
you describe you are doing in that respect ¢ 
” Mr. Baxxe. I think so far as I know the answer is “Yes.” I was 
going to distinguish between accidents and safety investigations 

nerally. With respect to accident investigation, my answer is “No.” 
With respect to safety investigations I think there is, perhaps, an over- 
lay of investigations in this function. I think they do make investiga- 
tions of safety problems as we do. 

Mr. Yates. Do you find the split of authority disconcerting or 
disrupting ? 

Mr. Baxxe. Sir, to answer that, there has to be a split of authority, 
but the question is what kind of a split do we want to live with? 

Mr. Yates. Can you live with the present split ? 

Mr. Bakke. Yes, sir; I think we are living with it. 

Mr. Evins. But a lot of folks are not liking it. 

Mr. Baxxe. I think we are living with it, sir, but I think the more 
important question at this time that the Congress should face is 
whether at this time the country is prepared to accept the price that 
you have to pay for further major changes in the governmental struc- 
ture, the disruption of people and programs, for instance. It is a very 
stiff price that has to be paid for each substantial major change, as 
Congress did last year under the Federal Aviation Act. 

One of the problems we are faced with is the fact that we have taken 
a lot of titles off doors and changed the responsibilities of people. 
We have shifted people, and there have to be new policies established, 
and in all of this turmoil I suspect it is not difficult to see that much of 
the time and attention required for safety purposes might not have 
been given. It seems to me at this time we should be asking our- 
selves whether any future change is sufficiently clear at this time that 
we are willing to risk additional large-scale turmoil in the Federal 
Government in these matters. 

Mr. Yates. What are you going to do on this? 

Mr. Baxxe., It is too soon, sir. 

Mr. Yates. What is too soon ? 

Mr. Baxxe. To make any further substantial change in organiza- 
tional structure at this time. 

Mr. Gurney. I think, Mr. Yates, if I might interrupt for a moment, 
if you would put down the good that has been done and then put on 
the other side what you are concerned about now, that the good would 
outbalance or outweigh any hazard that we could direct a change to. 

The collisions in the air were before us in the last 3 or 4 years, and 
they were awfully bad. They were very bad. It was absolutely 
necessary that the military and the civilian planes come under one 
control. That has been accomplished, and there is only one person 
delineating the skyways of the United States, and an awful lot of good, 
of course, has been done internationally, in communications, naviga- 
tional aids, and so forth. In other words, they have been improved. 

The money appropriated by Congress in putting in this new equip- 
ment is good—all appropriations under one head that now has con- 
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trol—and they are spending money in two agencies, the Air Force 
and FAA. 

They are using the same machinery to guide the airplane through 
the night, and storms. 


MAINTENANCE STANDARDS 


Mr. Yates. Mr. Commissioner, may I ask this on maintenance stand- 
ards: The determination as to when a plane shall be hauled in for 
maintenance at the end of a certain period of time, or a certain number 
of miles; the FAA now does that ? 

Mr. Gurney. Right, and we are going through the same rules in a 
lot of cases that the CAB established. They are still in existence, 

Mr. Yates. The question I ask now is this: 

That is FAA’s sole responsibility? Does Mr. Bakke’s de ‘partment 
go into the question as to whether or not. planes which have been in 
existence for 10, 15, or 20 years should have the same standards of 
maintenance applicable to them as those which are in existence for 
only 2 or 3 years? 

Do you have any thing to do with that, or is that the sole responsi- 
bility of the FAA? 

Mr. Baxxe. It is FAA’s responsibility. 

Mr. Yates. And there is no recommendation by Mr. Bakke’s 
department ? 

Mr. Baxxe. The plane, no matter how old it is, must comply with 
the safety rules of a new plane. It must meet the same standards, 

Mr. Yates. Of a new plane? 

Mr. Gurney. Yes, sir. 

Mr. Bakke. So far as maintenance standards are concerned; yes, sir. 

Mr. Yares. I do not know much about planes, but if I have a new 
automobile, I do not have a new automobile checked as often as I 
would an old one. There are going to be more things happening to 
the old one than the new one. If this analogy is apropos, that an 
old plane would be called in much more frequently than any new one? 

Is this a bad analogy? 

Mr. Baxxe. Yes, sit’; I think it is. 

Mr. Osrerraa. I think it is, too. 

Mr. Baxxr. The general case is, I think, the contrary. As our 
experience with a particular component increases, and as bugs are 
eliminated, and as we are able to anticipate more the characteristics 
of the component, the time between overhauls is increasing, and the 
time between inspections is increasing. In other words, with age there 
is a very important compensating factor—knowledge. We know the 
equipment better. - 

Take the DC-8, for instance. Its impact on our accident rates 
today from the ie of view of airworthiness is almost nil. It is 
certainly an antique so far as our transport plane are concerned. 

Mr. Tomas. You have to give them more maintenance, care, and 
attention than you doa new one; do you not ? 

Mr. Yares. He says “No.” 

Mr. Bakke. My answer is “No, sir ;” not generally speaking. 

Mr. Yares. That is hard to accept. 

Mr. Evins. I agree. 
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AGE LIMITATION ON PILOTS 


Mr. Yates. You raised an a’ point about age. We have 
this recent regulation of FAA to the e ect that no pilot for an air- 
line who is aged 60 or over should be permitted to fly a plane. 

Are there compensating factors in this situation? What about the 
experience, the training and the knowledge that comes with the years? 

r. Baxxe. Our records show that about the same thing occurs. 

Mr. Yates. What is “the same thing” ? ! 

Mr. Baxxe. That with age most people, as well as with machines, 
training and experience seems to compensate for whatever other loss 
occurred. he 

Mr. Osterrac. On that point, is that regulation, restriction or 

uirement of the FAA based on any findings of yours or anything 
that the CAB had to do with it? 

Mr. Bakke. No, sir. 

Mr. Yates. Do you have a voice in the determination of a regula- 
tion of that type? Do you make a recommendation as to ages of 

ilots for the safety of aircraft? 

Mr. Bakke. Yes, sir. Congress has provided two types of voices: 
One is when we see a hazard, we investigate it on our own intiative. 
There is a second voice provided also in section 1001 of the act, and 
this is when the Administrator sets up a process under the Adminis- 
trative Procedure Act for the consideration of a new regulation which 
now has developed, the Board is invited to participate in that rule- 
making process. We may attend the conference or hearing, for 
instance, and the Board may under section 1001 submit a position or a 
statement. 

Mr. Yates. Did you in connection with the age prohibition ? 

Mr. Baxxr. We did submit some statistics. We analyzed our rec- 
ords to see the extent to which any trends were identifiable and we 
buttoned up those statistics and laid them on the Administrator’s lap. 

Mr. Yates. Did you make a recommendation ? 

Mr. Bakke. No, sir; we do not. 

Mr. Yates. That is,a pilot check? 

Mr. Bakke. Yes, sir. 

Mr. Yates. What if they do not ask for your opinion on the age and 
health of pilots! Do you ever make your wishes known to the 
Administrator ? 

Mr. Baxxer. Well, sir; this one I think is a good illustration: We 
were not asked expressly by the Administrator—— 

Mr. Yates. You were asked to confer with them ? 

Mr. Baxxe. The Administrative Procedure Act requires the Ad- 
ministrator to publish the broadside invitation to comment. It was in 
response to that broadside invitation that we responded. 

Mr. Yares. They did not ask you specifically for your advice? 

Mr. Baxxe. No, sir. 

Mr. Evins. You remember when the war was on, you had a great 
man from Chicago who said “Hell, Maria! People are being killed. 
Don’t have such sensibilities and such refinement that you will not 
make a suggestion until you are asked for it.” 

Mr. Yares. The question is that under the law they can do it. 
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Mr. Evins. They can make suggestions. Whether they are adopted 
is another matter. 

Mr. Tuomas. Mr. Yates would be interested in the position of the 
Board on the question as to whether pilots 60 years old should be per. 
mitted to fly a plane. 

Mr. Baxxe. Sir, we examined our statistics and gave them to the 
Administrator, and said “So far as we are able to determine, our 
statistics do not indicate that there is an increase of susceptibility to 
accidents with age.” 

That is all we said. 

Mr. Osrerrac. You did, more or less, take a position or make g 
recommendation ? 

Mr. Baxxe. Literally, we made no recommendation. We described 
the actual situation as best we could, and laid it before the Adminis- 
trator. I presume that the sense of this position is quite clear, but 
we made no recommendation. 


RECOMMENDATIONS TO FAA ON SAFETY IMPROVEMENT 


Mr. Durrez. I want to make it clear, Mr. Congressman : 

We do not wait until FAA asks us to make recommendations in the 
area of safety improvement. I trust we have made it clear that we 
make recommendations to FAA from time to time as the result of an 
accident or a special study, and we do not wait for the FAA to ask 
us to. 

Mr. Evins. You are not a little sensitive because of divided author- 
ity ora little timid in your recommendations ¢ 

Mr. Yares. It gets back to the point I raised about the split of 
authority. 

FAA is the sole agency now authorized to carry out its views—to 
make its policy and carry it out. You have the statutory charge of 
investigating accidents, and of making studies, which may come to 
conclusions contrary to those of FAA. Is this the correct statement! 

Mr. Baxxe. I believe so, sir. 

Mr. Evins. Is it reasonable to conclude that the age of the plane 
and of the pilot does not have much to do with safety? Would you 
get that impression ? 

Mr. Yates. I gained that impression from what Mr. Bakke said. 

The question is whether or not you have good standards for the 
determination of the worthiness of both the craft and the pilot by 
examination, and if on the basis of a good examination schedule it is 
determined both craft and pilot are airworthy, there is no reason why 
they could not fly ? 

Is this a correct statement, Mr. Bakke? 

Mr. Baxxe. That is my judgment, sir. 

Mr. Yates. And, is that the judgment of the Board, Mr. Durfee! 

Mr. Durrer. I think the Board would concur with Mr. Bakke on 
that. 

Mr. Yates. What about traffic controls? Do you go into that pic- 
ture at all insofar as safety is concerned ? 

Mr. Dunrree. Yes. I think if we found that an accident was due, 
or if we found a pattern of near-accidents, and we thought there was 
a deficiency in regulation or operation in air traffic control, I think 
we would submit a recommendation. 
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Mr. Yates. That leaves this very grave question: 

As a result of this overlaying and overriding authority that the 
statutes give you—not overriding, but overlaying—do not you have 
4 tremendous task of making sure that the FAA is conducting its 
operations properly ? 

Mr. Durree. Well, Congressman Yates, I want to emphasize what 
Ithink Mr. Bakke has said; the Congress has never said, “Board, you 
sit back and second-guess. You review everything FAA does.” 

With reference to any regulation, they promulgate the standards of 
that regulation. That has been taken away from us. 

Aside from the responsibility of making recommendations as to 
special studies which we can make, I would say, within the limits of 
astafl of about—how many people do we have now ? 

Mr. Baxxe. 127. 

Mr. Yates. I want to interrupt you right here. 

Mr. Durree. We are in no position to sit as a vigilant watchdog 
and say, “Mr. Quesada, you shouldn’t do this or that.” 


NECESSITY FOR ADEQUATE SAFETY STAFF 


Mr. Yates. I want to say this right now, Mr. Chairman: If it is a 
uestion of the amount of money that is available for running Bakke’s 
i. artment in the way that it should be run, in the way that you 
think it should be run in order to carry out your duties under the law, 
Ido not think you will find any trouble from this committee. This 
committee is willing to give you all the money that you want to make 
sure that the people of America fly safely and that the aircraft used 
are safe. I do not think you will find any argument on that, and I 
think we should go into that question very thoroughly when we get 
toMr. Bakke’s department. 

Mr. Evins. Will you yield? 

Mr. Tuomas. Mr. Evins. 


WEATHER POSTINGS FOR PASSENGER ADVICE 


Mr. Evins. Mr. Chairman, what does your Board do with respect 
to weather postings in the stations before flight? Are the passengers 
aware of the fact that you may enter a storm in another area before 
destination? What regulations have you promulgated or what recom- 
mendations have you made or what is done? They get on in Wash- 
ington. It looks fair and beautiful. Before you get to California you 
may run across a few storms. 

Mr. Durrer. We do not make any regulations and do not promul- 
gate any regulations. 

Mr. Evins. Do you not make any recommendations to the FAA? 

Mr. Durrer. To the FAA as to weather postings and advice to 
passengers, et cetera, I don’t think we have any. 

Mr. Evins. Nothing is done about that by either agency ? 

Mr. Durrer. That isa matter to interrogate the FAA about. 

Mr. Evrns. You are supposed to have expert knowledge in this 
field. Don’t be afraid to give use an answer if you know. 

Mr. Durrer. Mr. Bakke? 

Mr. Baxxe. No, sir. There is no regulation or standard affecting 
advice to passengers. 
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Mr. Evins. No posting of weather conditions? 
Mr. Baxxe. No, sir. 
Mr. Tuomas. Mr. Ostertag? 


RESPONSIBILITY FOR ACTION WHERE NEGLIGENCE IS INVOLVED 


Mr. Ostertac. Mr. Chairman, the thought occurred to me that in 
the case of an accident or a near accident, and as a result of your in. 
vestigations, you find that it is clear and unadulterated negligence 
the jurisdiction and the responsibility in the enforcement of prosecu- 
tion or the handling of the decisions resulting from that are with the 
FAA. Is that correct ? 

Mr. Durrer. Mr. Congressman, if I understand this correctly it 
is not the responsibility of the Board in finding the cause of an ac- 
cident, as a jury would do in an automobile crash to say so and go is 
negligent. We make findings of fact. If involved in this is pilot 
error or pilot inattention, we make a finding of fact and we make a 
causal determination that this was a cause or contributing factor. We 
do this and if it is necessary to make recommendations—and we have 
made recommendations—we demand to the FAA that this be tightened 
up and suitable regulations be put out. 

Mr. Osrerrac. Negligence could be human error or it could be 
most anything, but I say negligence which would place the respon- 
sibility in the first instance on, let us say, the carrier. ‘The question of 
action as a result of your findings where negligence is involved does 
rest with the FAA; is that correct ? 

Mr. Bakke. Yes. 

Mr. Durrer. Responsibility to find the cause of the accident is our 
responsibility, I repeat, but I think if you want to talk about negli- 
gence in the sense that you talk about responsibility, similar respon- 
sibility for the passenger, that is a question to be resolved in the 
courts. We do not want to attempt to say that this or that airline 
was negligent. We make findings of fact. If it is pilot error, or inat- 
tention, or anything else which flows from that, any responsibility for 
negligence is a question which I think is 





DIVISION OF AUTHORITY WITH FAA IN SAFETY MATTERS 


Mr. Evins. Mr. Chairman, would we, in your opinion as the Chair- 
man of the Board and expert in this field, have greater air safety in 
the country if your agency was consolidated with the FAA? 

Mr. Durree. No. The last thing in the world I would recommend, 
that this agency be consolidated with FAA. To go to Congressman 
Yates’ point, one point, I do not think we should have judge, prosecu- 
tor, and jury all in one agency. 

Mr. Evins. At the present time you have divided authority. 

Mr. Yates. His point is that the divided authority should not exist. 
His point is that that should all be with FAA. 

Mr. Tuomas. Gentlemen, this discussion has been very, very e2- 
lightening and helpful. Let me see if I can summarize this. 

The law clearly places the responsibility for operation of the air- 
linesin FAA. It gives to the Board the authority to do investigating, 
and, of course, that authority is before an accident as well as after 
one. 
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The question that is sticking in the minds of the Members of the 
is whether or not the authority should lie in one agency, 
to be judge and jury ; the responsibility to control all factors of safety ; 
to regulate them and then go out and pass upon the validity of their 
rules and regulations. It is quite clear from what has been said that 
the Board did not recommend that change that was enacted about 18 
month ago. Under the old law the Board made the rules and then 
went out and investigated them. The operating people were supposed 
to carry out the rules; whether there was negligence in the carrying 
out of the rules. 

As far as I am concerned, I think the old system was a little better 
than the one we have now. 

Mr. Durrer. Mr. Chairman, the Board did not oppose the Federal 
Ayiation Act. We strongly supported the idea of unified control 
of the airspace, both military and civil. We strongly supported the 
idea of unified air traffic control. 

Mr. Evins. The idea; but you wanted the idea within your Board? 

Mr. Durrer. No, sir. We said, “This should be in one agency, 
FAA.” 

Mr. Evrns. It is in your testimony that you oppose the FAA. 

Mr. Durree. We opposed the FAA as to what we are talking about. 

Mr. Tuomas. One section of the act, not the other three-fourths of 
them. 

Mr. Durrer. We said air safety we should retain. The balance of 
the act I think we testified and testified emphatically was a good idea 
and it should be done immediately. 

Mr. Osrerrac. How can you separate controls from that respon- 
sibility you speak of ? 

Mr, Durree. What do you mean “control” ? 

Mr. Ostertac. FAA has jurisdiction over traffic controls. If they 
are to control traffic and to provide the necessary mechanism and 
jurisdiction over those controls do they not have to have the rule- 
making power and the other authority that goes with it? That is the 
point I am trying to make. 

Mr. Durrer. The Board did not think so; no, sir. 

Mr. Tuomas. Any further general questions on this subject ? 

Mr. Gurney. I would like to make a statement, if 1 might, Mr. 
Chairman. 

Mr. Tomas. Commissioner Gurney. 


LOSS OF EXPERIENCED PERSONNEL 


Mr. Gurney. I think the way the record stands here, Congressman 
Yates stated there is an overlaying responsibility with the CAB to 
investigate accidents before they occur or investigate the possibility of 
accidents. We do not have the staff people, and we are not equipped. 
The rules and law under which FAA now acts, enable them to hire 
higher priced talent. Their salary brackets are better. They can take 
our good men. They take our experienced people. When we have a 
splurge of accidents, how they happen we do not know in all cases, 
but it takes all our manpower. Our investigators now are workin 
18 hours a day, 7 days a week. There is a terrific strain on them, suc 
a strain that some of them are transferring to other jobs. 
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Mr. Durres. I intend to go into this in my statement. 

Mr. Yates. You mean on questions of transferring to other 
agencies ? 

Mr. Durree. Other airlines, agencies and everybody else. 

Mr. Yates. Even with the supergrades which have been allotted, 
employees are still transferring. 


TRANSFER OF MR. BAKKE TO FAA 


Mr. Dourrer. Let’s be specific. I think Mr. Bakke has taken an up- 
deviating position. He has not compromised his somewhat peculiar 
position right now. 

Mr. THomas. We suspected that. He did very well carrying water 
on both shoulders. 

Mr. Durrer. Mr. Bakke accepted an offer of employment, in the 
Federal Aviation Agency as Director of the Bureau of Flight Stand- 
ards which is the very area we are talking about, regulation. 

Mr. Yares. They couldn’t get a better man, could they? 

Mr. Durree. I think the salary top on that is $19,500. He is nowa 
GS-18 on which the top is $17.5. 1 want to say, Mr. Bakke did not 
accept this position because of a differential in salary. Mr. Quesada 
came to me and asked if he could talk to Mr. Bakke. I said, “It isu 
to you.” I don’t think if Mr. Bakke felt he could better himself, if 
this was his desire, the Board certainly could not stand in his way, 

This was done twice. I believe late in November Mr. Quesada came 
to me and said his need was urgent, most urgent. I believe about that 
time it was clear Mr. Bakke was to replace the then existing Director, 

Mr. Bakke accepted this position and I know of this because I have 
talked to him and the Administrator. He did not accept this position 
because of the salary differential. He accepted it because of the re- 
sponsibility and the urgent need of his particular and outstanding ex- 
pertise in safety regulation as well as investigation in the FAA. 

Mr. Evins. You need an outstanding expertise in safety, too, don’t 
you, Mr. Chairman? 

Mr. Dupree. We need it? 

Mr. Evins. Yes. I say Mr. Quesada wants him and you need him, 
too. 

Mr. Durree. I guess that is right. 

Mr. Tuomas. That is an unclassified job. Go ahead with your 
statement, Mr. Chairman. 

Mr. Yates. Where is Mr. Bakke? Is he now with FAA? 

Mr. Durrer. Not yet. We have a few items of unfinished business, 
I think this Commission will agree Mr. Bakke has not compromised his 
views because he is going over to FAA. 

Mr. Tuomas. Not a bit. We expected he would leave. The air- 
plane riders are still going to have his services. 


INCREASE IN SAFETY STAFF 


Mr. Durrer. I was just going into this problem that when we 
submitted this budget to the Bureau, and the budget we now submit, 
in the fall of 1959 we did not have before us the 1959 traffic statistics, 
which I say were double the 1958. We did not then have the expe- 
rience of 1960. 
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As an evaluation of what ‘has transpired since that time, I think 
it is clear to the Board that if we are to carry on safety investiga- 
tions, even without investigating small plane accidents in which no 
fatality has happened, that we are going to have to augment our 
safety staff. If we do it under this budget it will mean merely this: 
That we are going to have to transfer funds from economic regula- 
tion or some place else to safety investigation and we will 

Mr. Osterraa. Off the record, Mr. Chairman. 

(Discussion off the record.) 

Mr. Tuomas. Go ahead, Mr. Chairman. It has been a very healthy 
discussion. 

Mr. Durrer. At any rate, the budget we are submitting would 
simply not permit us to participate in all of the activities that I think 
are encumbent upon us by the Congress. 

Mr. Tuomas. The 1 ‘esponsibility ¢ and duty of safety was taken away 
from the Board and was put in the FAA. By virtue of your expert- 
ness in the years and the expertness of the Board, you were invited 
to make recommendations along with John Q. Public and other inter- 
ested parties, weren’t you? 





INVESTIGATION OF SMALL PLANE ACCIDENTS 


Mr. Durrer. Yes, Mr. Chairman, and if I can just go on to the 
next sentence, I will get to the point that I am making. That is, 
for example, the Board—the Congress directed this Board to investi- 
gate all accidents. I think as we explained to this committee last 
year, we have not been able to investigate all accidents. 

We have been compelled to confine our investigations by CAB in- 
vestigators to small plane accidents not involving a fatality. We have 
delegated that responsibility to the FAA and they have accepted; all 
small plane accidents not involving fatalities are now investigated 
by FAA which submits its findings to the Board and we make the 
causal investigation. 

Mr. Evins. Do you have authority to delegate those responsibili- 
ties ¢ 

Mr. Durrer. Yes, sir. 

Mr. Tomas. Go ahead, Mr. Chairman. 

Mr. Durree. That is one of the areas that I would point out. 

Mr. Tuomas. If you didn’t have any more headaches than that 
one, you wouldn’t have any headaches at all, would you? 


EFFECT OF TRANSFER OF FUNDS TO “SAFETY” FROM OTHER ACTIVITIES 


Mr. Durrre. That is a headache for this Board, Mr. Chairman. It 
is a headache to anybody who is directed to investigate all accidents 
and you cannot investigate all accidents. 

If we are compelled to channel under this budget, and I think we 
feel we would be compelled, to transfer more funds into accident in- 
vestigation work, we are certainly going to find it difficult to carry 
on the other activities with which we are charged. If we are com- 
pelled to curtail our economic activity, let’s take a look at what we 
can do about subsidy, in which I am sure this committee is gravely 
concerned as you were last year, and the Board is concerned. 
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The Board will find it extremely difficult to continue the work it 
has set out for itself to maintain a tighter control on subsidy—by 
overhauling the administration of our subsidy program, by taking 
prompt action under the use-it-or-lose-it program, and this requires 
administrative action and requires personnel, and by continuing our 
review of the local service picture affecting subsidy—if we have to 
take people away and put them over in “Safety.” 

The Board will not be able to proceed as fast as we would like to 
with the studies we are now making on the impact of jet operations 
on the economics and safety of air commerce. This is a tremendous 
study. It isa relatively new field. 

There are many other needs that we feel we will certainly not be 
able to meet if we are compelled to transfer funds from the econom- 
ic, or any other area, over into the Bureau of Safety. This is what 
we are going to have to do, even under our existing budget. 


GROWTH OF AVIATION 


Gentlemen, I think last year we went into considerable detail for 
this committee about the nature of the Board’s work and since we 
have presented this to the committee in our estimates, I am not going 
to attempt to take the time to go into detail about it. I think this 
committee is familiar with the Board’s responsibilities and the area 
of its work. 

I am not going to take the time to outline the tremendous growth 
of aviation as it affects our workload. I think ever since I have 
been here we have gone into considerable detail about that. 

Mr. Evins. We will take judicial notice of those facts. 

Mr. Durrer. And I am not going to reiterate the point that we 
made in each past year that not only has this industry increased al- 
most beyond imagination, but I would say certainly the Board’s staff 
has not increased in anywhere near the same proportion nor have we 
ever urged that it should, but I think the proportion is becoming 
increasingly disparate. 

JET AGE PROBLEMS 


I know we do not have to go over these things. I know the commit- 
tee is fully aware that this agency, your agency, is right into the jet 
age in real earnest in both economics and safety. 

Instead of outlining these problems in general—still talking about 
salaries and expenses—I would like to give you a few specifics. 

I think there are at least two members of this committee who are 
familiar with an outstanding example of the kind of route cases we 
have, for example, the Southern Transcontinental case. This is a jet 
age case. It includes applications for the city of Houston for new 
service to the East and West. It is a tremendous proceeding involving 
21 airlines—virtually the entire airline industry; 83 cities, including 
all major cities between Miami and Atlanta in the East and San 
Francisco and Los Angeles in the West, and 111 separate parties, with 
about as many lawyers and witnesses as we can squeeze into our hearing 
room. 

The hearings, which just ended in October, extended over a 5- 
month period, from May of 1957, with 15,085 pages of transcript to 
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hear 450 witnesses, together with 33,000 pages of exhibits. This is 
the type of case that we are moving into today. Even with the help 
of a substantial analytical staff, which we have made available to the 
examiner in this case from the Office of Carrier Accounts and Statis- 
ties—they are at his elbow—it will probably take this examiner a 
minimum of 6 months to arrive at his own initial decision. 

I think this case, perhaps I would not say is typical today, but it 
isthe type of case that we are hearing. This is the jet age type case. 

The Board is going to be increasingly confronted with these cases. 

Mr. Tuomas. I noticed throughout the justification, whoever wrote 
them, wore out those words “jet age and complexity.” I will make 
an observation about that later. 

Mr. Durrer. I tried to think of something else, but I still got the 
same idea. 

Mr. Tuomas. I will read some sentences in the record. One of 
the interesting sentences talked about jet age and complexity. When 
they got ready to allocate a line, it was a simple question of whether 
they would give it to X town. You might think that changes to the 
jet age and the complexity of the thing are such that the same old 
rules you applied 15 years ago do not apply today. 

Mr. Durrer. I guess you do not want me to answer that. 

Mr. Tuomas. Yes; if you want to. 

Mr. Durrer. I think there have been a lot of changes. If I could 
give you another example, and maybe this will hel 

Mr. Tuomas. Things have changed. All the airlines want the busi- 
ness. There is a lot of euntpetitinn between the lines. 

Mr. Yates. They want the trunk business, but not the short-haul 
business. 

Mr. Durrer. If I can use another illustration, while you are talking 
about, well, let’s say the new age, one of our Board members is absent 
today because he is now engaged in negotiations with a delegation 
from Italy and what they are talking about are new jet routes and 
new jet frequencies in airplanes twice as big, with twice the capacity, 
and with which the Italian Government is gravely concerned that 
we will swamp their two carriers. They are both flying jets. 

Mr. Evins. The “soaring sixties”—would that be a good expression ¢ 

Mr. Durrer. Yes. That is about as good a suggestion 





INTERNATIONAL AVIATION AGREEMENTS 


Mr. Yates. That applies not only to Italy, but to every country 
in the world. 

Mr. Durrer. This goes on. Mr. Minetti would certainly like to 
have been here today but this is an illustration. 

Next week we are going to try to iron out difficulties with the 
French, who are going to be over here on this same problem—capacity, 
frequency, routes, new jets. We are ahead of them on the jets and 
they are gravely concerned. 

They are gravely concerned that we will swamp them. These things 
have got to be negotiated because we have got to keep our bilateral air 
agreements in effect. 

Mr. Trromas. Where does the State Department fit into that very 
complex picture? I am using that word, too, I have read it so many 
times. 
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Mr. Dorrer. Briefly, Mr. Chairman, these negotiations are carried 
on through diplomatic channels. The Board makes the evaluation of 
the economics, with reciprocal advantages to each country under what- 
ever statistical information we can get. Sometimes it is hard to get 
information from other countries because they do not keep the kind of 
figures we do. We analyze the economic quid pro quo of a bilatera] 
negotiation. We analyze how we can bargain across the table, how 
much we can give for what we can get. It is then the responsibility 
of the State Department as the official agency of the Government 
Negotiations are conducted through, or I would say in cooperation 
with the State Department. Questions of national interest, nationa] 
defense, peculiar international complications that may exist and go 
beyond the expertise of the Board 

Mr. Tuomas. Can’t we summarize it in very few words, Mr. Chair- 
man? The Board sits as an advisory agent to the State Department 
and it is the final judgment of the State Department that determines 
yes or no as an answer. ; 

Mr. Durrer. I would say this, Mr. Chairman: If it is a mere ques- 
tion of economics involved, I think the State Department has usual] 
concurred in the Board’s views because this is our job. I think the 
only question that has ever developed between us and the State De- 
partment is when we have said, “On this basis we do not” 

Mr. THomas. Suppose the State Department disagrees with the 
Board. Who makes the final decision ? 

Mr. Durree. If the State Department finds there is an overriding 
consideration of national interest which would involve giving more 
than we on an economic basis are ready to give, the State Department 
makes that decision. 

Mr. Tuomas. The judgment of the State Department prevails, 

Mr. Durrer. Under the circumstances stated, yes. I think our judg. 
ment has prevailed pretty substantially in the economic analysis. _ 

Mr. Tuomas. We do not question that. If they want to override 
your judgment, it is their responsibility, not that of the Board? 

Mr. Durree. I think the statute puts a joint responsibility. I do 
not think the statute says we are just an adviser. 

Mr. Yates. The gentleman alongside of you is shaking his head. 

Mr. Durrer. Mr. Mulligan ? 

Mr. Mutuiean. The answer to your question, Mr. Chairman, is that 
you correctly stated it. 

Mr. Jox1ana. What was that? 

Mr. Mutuican. The chairman’s statement was correct, sir. In the 
last analysis the judgment or the decision is that of the State Depart- 
ment. If they chose to overrule the Board, as they have on occasion, 
they can and they do. 

Mr. Durree. I guess I would have to let that stand. 

Mr. Tuomas. No argument. Go on, Mr. Chairman. You have a 
fine statement. The only reason we interrupt you is because we like 
you. 

Mr. Durrer. Next week we are negotiating with the French. Next 
month we have negotiations in the Barbados with the British, ex- 
tensive, a whole evaluation of our whole bilateral air agreement and 
this, Mr. Chairman, is the “soaring sixties,” the problems from the 
“soaring sixties.” 
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Mr. Tuomas. Does it follow from the remarks you made, Mr. Chair- 
man, =. those 20 people you have over there are not enough to do 
this jo 

Mr. Dorree. I would say this, Mr. Chairman: That if we have got 
to move, or got to get some money for safety investigation, we are 

ing to have to dip somewhere. Iam trying to point out it is pretty 

ificult to dip. This is one area I am using by way of illustration in 
which we are confronted with an expanding responsibility. 

We are going down to a complete reevaluation of the whole Ber- 
muda agreement that I believe was made back in 1946, was it not, 


Senator ? 
Mr. Gurney. That is correct. : 
Mr. Durrer. The whole thing. Right now the Venezuelans are 


refusing to allow Pan American to run a New York-Caracas nonstop 
jet service. There is too much traffic. I am going to stop with that, 
ut I think I have raised a point here that is a valid point, and that 
js, we are living in a new era and this era is not going to be solved 
and American aviation is not going to be taken care of by just going 
on as we have before. 

These are new problems. 

Mr. Evins. Mr. Chairman, you speak about the quid pro quo. 
Could you supply for the record what we have received in return on 
these negotiations? Of course, the State Department is known as 
the agency that makes the big giveaways. 

If you could supply for the record what we have received it would 
be helpful and we would receive it. 

Mr. Mutiican. We can supply that information. 

Mr. Durrer. We can supply that information. Do you want it in 
each negotiation ¢ 

Mr. Evins. Choose your own period. 

Five years. 

Mr. Yates. For all countries? 

(The information requested is as follows :) 
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ROUTES—UNITED KINGDOM 
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(Points marked with asterisk (*) added by notification under sec. IV(b) of the annex to the agreement) 





Point of departure (one 


° 


r more of the following) 


. London, 


. London, 
Prestwick. 
Manchester.? * 


. London. 
Prestwick. 
Manchester.? * 


. Bermuda, 
Barbados. 


. Trinidad. 
British Guiana, 
Jamaica. 
British Honduras, 
Cayman Isles.? * 


. Points in the Bahamas. 


. Singapore. 
Hong Kong. 


. Fiji Island (to and 
from designated ter- 
minals in Australia 
and New Zealnd). 

. Nassau. 

. London, 


the following) 


Shannon, 
Iceland. 
Azores. 
Bermuda, 
Gander. 
Montreal. 


Shannon, 
Iceland, 
Azores. 
Bermuda. 
Gander. 
Montreal. 


Tobago. 
Barbados, 
Grenada. 

St. Vincent. 
St. Lucia. 
Antigua. 

St. Kitts. 

St. Thomas, 
San Juan. 
Ciudad Trujillo. 
Port au Prince. 
Jamaica. 
Cuba. 

Nassau. 
Bermuda. 
Havana. 


Manila. 
Tokyo.* 
Guam, 

Wake. 
Midway. 
Honolulu. 
Canton Island, 
Honolulu, 


Via a polar route. 


Intermediate points (if 
desired, one or more of |tory (if desired, one or more 
of the following) 





Destination in U.S. terri- |Points beyond (if desireg 





New York. 


New York. 
Chicago. 
Detroit. 
Philadelphia. 
Washington. 
Paltimore. 
Poston. 

New York. 


Paltimore. 
Washington. 
New York. 
Miami. 


Miami. 
Palm Reach. 


Fort Lauderdale. 


Tampa. 
San Francisco. 


San Francisco. 


New York. 


one or more of following)’ 


aie 


San Francisco and the 
points on route 7, 


(a) New Orleans. 
Mexico City, 

(6) Bahamas,* 
Cuba, 
Jamaica, 
Panama, 

A point in Colombia. 


| A point in Ecuador, 


| Lima, 


| 
| 


| 
| 


Santiago. 


| Montreal. 


Vancouver. 


San Francisco or Los Ange- | To be agreed between the 


les 


parties at a later date, 





See footnotes at end of table, p. 502. 
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ROUTES—UNITED STATES 


(Points marked with asterisk (*) added by notification under sec. IV(b) of the annex to the agreement) 


—_— or ee ees 


Intermediate points 


Point of departure 


a aaa 


1, Chicago. 
Detroit. 
Washington. 
Philadelphia. 
New York. 
Boston. 
Baltimore.? 


2. New York. 
Chicago. 
Philadelphia, 
Baltimore. 
Washington. 
Boston. 
Detroit.? 


3. Chicago. 
Detroit. 
Washington. 
New York. 
Boston. 
Baltimore, 
Philadelphia,? 


4, Chicago. 
Detroit. 
Washington. 
New York. 
Boston. 
Baltimore. 
Philadelphia. 


5. New York. 
Chicago. 
Detroit. 
Washington. 
Philadelphia, 
Boston. 
Baltimore. 

6. 8an Francisco. 
Los Angeles. 
Portland.* 
Seattle.‘ * 


Gander. 
Greenland. 
Iceland. 
Shannon. 


Gander. 
Greenland, 


Iceland 


Shannon, 


Gander 


Shannon, 
Greenland, 
Iceland. 


Paris. 


A point in Switzer- 


land. 
Reme. 


Athens, 


Cairo. 
Gander 
Azores. 
Lisbon. 
(a) 


1) 


Gander. 


Algiers. 
Tunis. 
Tripoli. 
Benghazi, 
Cairo. 
Madrid, 
Rome. 
Athens. 
Cairo. 


Bermuda. 


Azores, 


Honolulu. 
Midway. 


Wake. 
Guam, 


Manila. 


Tokyo.* 
Okinawa.* 


See footnotes at end of table, p. 506. 


Destination in United 
Kingdom territory 





London. 
Prestwick. 


London. 
Prestwick. 


Lydda. 
A point in Ceylon. 
Nore.—Air rights 
at Lydda and Ceylon 
became ineffective 
upon establishment of 
the independent State 
of Israel and acquisi- 
tion of dominion sta- 
tus by Ceylon. 


Lydda. 
A point in Ceylon. 
NoTe.—Air rights 


granted at Lydda and 


Ceylon became inef- | 


fective upon establish- 
ment of the independ- 
ent State of Israel and 
acquisition of domin- 


ion status by Ceylon. | 


London. 


Hong Kong. 





Points beyond 


Amsterdam. 

Helsinki. 

Copenhagen, 

Stavanger. 

Oslo. 

Stockholm, 

Hamburg.* 

Bremen.* 

Warsaw. 

Berlin. 

Cologne/Dusseldorf.*® 

Frankfurt. 

Stuttgart.* 

Moscow. 

Munich.* 

Leningrad. 

Points in Baltic coun- 
tries. 

Brussels. 


| Cologne/Dusseldorf.* 


Frankfurt.* 


| Nuremberg.* 


Stuttgart.* 

Munich. 

Prague, 

Vienna, 

Budapest. 

Belgrade. 

Bucharest, 

Istanbul. 

Ankara. 

A point in Iran. 

Beirut, 

A point in Syria. 

A point in Iraq. 

A point in Afganistan. 

Karachi. 

Delhi. 

Calcutta. 

A point in Iraq. 

Dhahran, 

Bombay. 

Calcutta. 

A point in Burma. 

A point in Siam. 

A point or points in Indo- 
China, 

A point or points in 
China, 

From Lydda to points 
beyond as described in 
route 3. 


(From the Azores): 
Lisbon, 
Barcelona. 
Marseilles. 


Macao, 

A point or points in 
China. 

A point or points in Indo- 
china. 

A point or points in 
Siam, 

A point or points in 
Burma, 

Calcutta. 
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ROUTES—UNITED STATES—Continued 





(Points marked with asterisk (*) added by notification under sec. IV(b) of the annex to the agree ment) 











Point of departure Intermediate points Destination in United Points beyond 
Kingdom territory 
cessation npesiniinscnneseessetnesanasisansnmensaeniton einaaennieasags SE 
7. San Francisco. Honolulu. Singapore. Batavia. 
Los Angeles. Midway. 
Portland.* Wake. 
Seattle.? * Guam. 
Manila. 
A point or points in 
Indo-China. 
8 New York. Bermuda. 
Washington. 
Baltimore. 
Boston.* 
9. Miami. Havana. Points in the Bahamas. 
Palm Beach. 
Fort Lauderdale. 
Tampa. | 
10. Miami. | Points in Cuba. Jamaica. | (a) Barranquilla vig 
| South American 
| points to Balboa. 
| (6) Barranquilla via 
South American 
points to Trinidad. 
11. New Orleans. | Points in Cuba. | Jamaica. | Curacao.* 
Houston. | Aruba. 
| | South American points. 
312. New York. | Camaguey. Antigua. | Via South American 
Miami. Port au Prince. St. Lucia. points to Buenos Aires, 
| Ciudad Trujillo. Barbados. | 
San Juan. Trinidad. 
Saint Thomas. | British Guiana, 
| Saint Maartens,* 
Saint Croix.* 
Pointe a Pitre. 
Fort de France. | 
Curacao.* 
| Aruba.* 
13. New York, (a) Azores. | Accra or Lagos or Kano. Leopold ville. 
Boston.* Lisbon.* | Johannesburg. 
Casablanca.* 
| Dakar 
Monrovia. 
(b) San Juan. 
Trinidad. 
British Guiana, 
Belem. 
Natal. 








Monrovia. | 
Ascension Island. | 
Honolulu. Fiji. | Noumea (optional): 


14. San Francisco. 


Los Angeles. Canton Island. | . (a) A point or pointsin 
Portiand.* | | Australia. 
Seattle.* | (6) A point in New 
Zealand. 
15. New York. | Nassau. | 
16, San Francisco Via a polar route. | London. | To be agreed between the 
Los Angeles. parties at a later date, 
Seattle. 
| 





2 Notice will be given by the aeronautical authorities of the United Kingdom to the aeronautical authori- 
ties of the United States of the route service patterns according to which services will be inaugurated on these 
routes, and vice versa as to U.S. routes. 

3 Granted with respect to services to be operated by British Commonwealth Pacific Airlines. 


Mr. Tuomas. How many foreign lines are operating in the country, 
46? 

Mr. Durrer. I think we have bilateral agreements presently with 
52. 

Mr. Gurney. Bilateral agreements with around 50 nations but they 

are not all operating in the United States. India is just coming to our 
west coast. We have had an agreement with them for a long time. 

Mr. Osrertac. Are we subsidizing any line international in char- 
acter ? 

Mr. Gurney. Panagra. 

Mr. Mutuiean. In 1960 and 1961, neither estimates include any 
amounts for the international operations of U.S. carriers. 
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Mr. Gurney. Braniff subsidizes their international route from their 
domestic profits. 

Mr. Tuomas. Go ahead, Mr. Chairman. 

Mr. Durree. I hope I am preserving the continuity. 

Mr. Tuomas. You are calles an excellent record. Go ahead. 

Mr. Yates. Weare trying to help you. 

Mr. Durree. Our Government is under a tremendous pressure from 
these nations all over the world. We are under tremendous pressure 
from U.S. carriers. We are paying greater rights than foreign gov- 
ernments commensurate with the amount of air travel by U.S. citizens. 

I reiterate, Mr. Chairman, in the soaring sixties, these negotiations 
are getting tougher and tougher and tougher every day because we are 
ahead on the jets and they just do not want us to get too far ahead. 
These negotiations are designed to curtail. It isn’t just routes. It 
goes to frequencies and capacity which they insist we are loading these 
routes up with completely out of proportion to what they are able to 
operate. ‘This, I repeat, sir, is getting more difficult every day. 

Mr. Tuomas. The Dutch, French BOAC, and Americans are the 
four big competitors. 

Mr. Durrer. No, sir. 

Mr. Tuomas. The Dutch, British, French and now the Germans are 
the four big competitors with the United States for foreign business? 

Mr. Osrertaa. Isn’t Air France the largest in the world? 

Mr. Durrer. Air France is largest in terms of miles. 

Mr. Tuomas. KLM tells you they are the largest. 

Mr. Durree. Air France claims they operate more route miles. 

Mr. Ostertac. That is what I meant. 

Mr. Durrer. We measure the size of an airline in this country 
by the passenger miles it operates. I think that is the way we measure 
the priority of our carriers. 

Mr. Tuomas. KLM advertises they are the biggest in the world. 
It makes the French mad and the French say they are the biggest. 

Please continue. 

Mr. Durrer. I guess I have elaborated about enough on this ex- 
ample, but I think it is a striking example of new responsibilities, 
new grave responsibilities which the Board faces right now and which 
affect our budget. 

Mr. Tuomas. Of course the American overseas operators are a 
little bit interested, too, are they not ? 

Mr. Durree. Sir? 

Mr. Trromas. I say our American overseas operators are just a little 
bit interested, too, are they not? 

Mr. Durrer. They certainly are. 

I think before this session of Congress is over, the Senate Commit- 
tee on Interstate and Foreign Commerce and the House committee 
will probably hear something on that subject. 

Mr. Yates. From what point of the subject? What will they be 
doing ? 

Mr. Durrer. They are concerned about the increase, the steadily 
increasing proportion of international air traffic that is being taken 
by foreign air carriers. 

Mr. Ostertac. Do you imply that for financial reasons they are 
not able to keep up with the U.S. jet transportation ? 
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Mr. Dorrer. I do not know what their reasons are. 
Mr. Yates. They do not have the jets. 

Mr. Durrer. ‘They can fly them in the United States. If yoy 
look at the priority list for the purchase of jet aircraft, in fact, | 
think most of these carriers, practically all of them, are buying US. 
aircraft, I think it can be said that the U.S. carriers got in line first 
and that is why they are ahead. 

Mr. Osrertac. That makes the point 
Mr. Tuomas. Go ahead, Mr. Chairman. 


AIR SAFETY PROBLEM 


Mr. Durree. We have been talking about this, and already at this 
point I intended to expand a little further on this air safety problem, 

Mr. 'fHomas. We will pass that up for the time being. You have 
got a good record on that. 

Mr. Durrer. I do think that in this area, while we are talking about 
the soaring sixties, we are involved in an area of investigation, to 
get back to accident investigation. We are investigating accidents 
in aircraft now that operate at speeds up to four times that of a DC-3 
and at terrific altitudes. The engineering man-hours in the develop. 
ment of the DC-8—to illustrate the complexity of the aircraft we 
have to investigate—were about 35 times those devoted to the DC-3 
and the plane costs about 60 times as much, These accidents today 
are happening at altitudes and speeds that were unheard of and when 
the airplane comes down and our investigators go back to reassemble 
this airplane, and by a process of elimination try to find out what 
happened, they are confronted with a tremendously increased area 
of accurate investigation to determine the cause of the accident. With 
these airplanes, as I think you have already seen, at the altitudes 
and speeds they fly, in the first place, it is very remote that you will 
find anybody alive that can tell what happened, and in the second 
place, I think you will find the wreckage dispersed over a vast area 
that requires a tremendous amount of time. 

Mr. Chairman, our present facilities for accident. investigation, 
and let me make this point—this is not a specter, we have already 
referred to Mr. Bakke but just recently we lost one of our top in- 
vestigators, Mr. Hoover. He went over to work for Douglas aircraft. 
He is skilled. He is an engineer. 

Mr. Baxxe. He was in the engineering division, sir. 

Mr. Durrer. This man has been working overtime. I believe we 
have established—what was the figure for average overtime? 

Mr. JuxrtaAna. Thirty-one hours a month. 

Mr. Durrer. This man has not even been with his family for the 
last year, Mr. Chairman, and the reason that he quit and went to 
Douglas was that every one of these investigators, and their loyalty 
and their devotion has been strained to the utmost. I want to say, 
sir, that this is the real, honest-to-goodness truth. We have lost men 
and we are going to lose more men. If we keep these men flying all 
over the country working 30 or 40 hours overtime every month, keep- 
ing them away from their families the way we are doing now, we 
are going to have a pretty hard time holding on to what we have 
today. 
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We won’t hold them. We are losing them. We are losing some 
of our top people because there is a buyer’s market for expertise of 
this kind. 

Mr. Evrns. I might say we are losing our Chairman, too. 

Mr. Yates. This isn’t expertise. 

Mr. Durrer. I trust this is with the advice and consent of the Sen- 
ate, Mr. Congressman. 

Mr. Evins. I think it will be a great loss. 

Mr. Yates. It would have to be. 

Mr. Durree. As I pointed out, there is another point in this area, 
the small plane, nonfatal accident, where we receive reports from 
FAA. With the personnel we have today, because of other urgent 
priorities and the work of accident investigation and analysis of fatal 
accidents, we have been able to do but very little in the analysis of non- 
fatal small plane accidents; is that correct ? 

Mr. Bakke. Yes, sir. 


ALL-CARGO TURBINE-POWERED AIRCRAFT 


Mr. Durres. By way of illustration, we have been working, as this 
committee knows, on the development of a larger and more efficient all- 
cargo turbine-powered aircraft because we think this is a tremendous 
area, very urgently needed, not only for commercial aviation, but also 
for the defense of this country. We are trying to work out better ways 
to develop the air-cargo industry. 

Senator Monroney pointed out a very unusual figure in this area. 
In this industry, for every $17 that is taken in for passenger income, 
the airlines get $1 for freight income. This is almost in inverse pro- 
portion to the railroads. I think it is readily apparent that with the 
introduction and development of new types of turbine-powered air- 
craft, there is a tremendous market. I think the growth of air cargo 
would be an explosive growth if this new type of aircraft is ever in- 
troduced, and we work it out. 

Mr. Tuomas. Is any research being done on that type plane now? 

Mr. Durree. Yes, sir. 

Mr. Tomas. Who is doing it? 

Mr. Durrer. As a matter of fact, some of our airlines have already 
bought that type of plane from the Canadair Co. up in Canada. I be- 
lieve Seaboard and Western bought them. 

Mr. Tuomas. I believe the Navy is looking for $50,000 to complete 
research on an engine for that purpose. It is now pending before an- 
other subcommittee. 

Mr. Durres. That is right. Mr. Chairman, this is one of the illus- 
trations I am giving of completely new areas of responsibility that 
this Board and its staff must face. 

Mr. Tuomas. The Board is not a research agency in mechanical de- 
vices. That is not your responsibility. 

Go ahead. 

Mr. Durrer. I know when we get into the question of subsidies 

Mr. Tuomas. Let’s try to wind your statement up in the next 10 or 
15 minutes. 

Mr. Dorrer. I will talk about salaries and expenses, subsidy control, 
subsidy standards—the whole subsidy problem which we will discuss 
isan important matter. The expansion of postal service as requested 
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by the Postmaster General—I am just giving you some illustrations 
that I think are pertinent illustrations. 

Mr. Tuomas. The illustrations are not in the justification. 

Mr. Durrsr. I think we will apply the generalizations to the jus- 
tifications. 

Mr. Yares. We want the specifics. 

Mr. Durree. Yes, sir. 

Mr. Yares. Rather than generalizations. 

Mr. Durrer. I again want to say that I am making a rather 
urgent statement. We thought we were cut, but I would say this com- 
mittee has been very consicous of the problems of the Board and IT 
again want to repeat the tremendous lift that was given to the Board 
and its staff by your supergrade arrangements, but we are still losing 
people, even with that help. Mr. Bakke. due to your action, became a 
GS-18, but we are going to lose him, nevertheless. I just want to say 
on this salaries and expenses, that this is a barebone budget, the mini- 
mum required. It isa lean program. We cut the fat out. 

This is one of the smallest regulatory agencies that you have to 
deal with. I think, and I trust, we have shown that our responsibilities 
are not small. 

Payments To Arr CARRIERS 


Mr. Tuomas. You have approximately $68 million in here for pay- 
ments to air carriers. p 

Mr. Durrer. We are ready to go into it right now if you are ready. 
Do you want to go ahead ? 

Mr. Tuomas. Do you have anything in your general statement about 
that ? 

Mr. Durrer. Yes, sir. 

The appropriation estimate for payments to air carriers is $68,- 
984,000. This is an expenditure figure derived from the accrual esti- 
mates for each individual carrier, which for 1961 total $68,151,000. 

Variation exists here because of the time in which the expenditure 
estimates cover 11 months of 1 fiscal year and 1 month of the previous 
fiscal year. Accural estimates are 12 months of the fiscal year. The 
adjustment is not too substantial. 

For 1961 the current accrual] estimate is $68,151,000. This com- 
pares with $63,352,000 estimated for 1960. That was our estimate. 
The increase of $4,799,000 is associated entirely with the operation of 
the local service airlines. As to the other three groups of carriers 
for which a subsidy requirement is imposed, States-Alaska, intra- 
Alaska, helicopter carriers, in each case the estimates we are submit- 
ting are smaller than for 1960. 


LOCAL SERVICE CARRIERS 


This increase of $4,799,000 for the local service carriers is reflected 
in generally higher costs, including those incident to phasing in new 
equipment, but is accounted for in the main by the fact that asa 
result of various formal route proceedings, local service consolidated 
route proceedings, many of these carriers have been, or it is expected 
will be, authorized to provide substantial additional service. 


AUTHORIZATION OF ADDITION AL SERVICE 


This additional service is something that the Board just did not 
dream up. It was urgently sought and urged by the municipal and 
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State aeronautical commissions and everyone else. They sought ex- 
ansion of this service. 

Mr. Tuomas. How about the carriers? They are interested too, 
aren’t they ! 

Mr. Durree. I would say in some cases they have not been. There 
have been some cases in which this service has been extended where 
the carrier did not want to extend it, but where we felt public con- 
yenience and necessity required it. 

I might say that in the majority of these cases the provision for 
this service has been urgently requested by Members of the Congress 
representing their constituencies who have appeared in person before 
the Board or by written communication urging that the Board expand 
this service. 

Mr. Evins. May I interject, Mr. Chairman, I might state the in- 
sistence of the Members of Congress carry very little weight with 
the Board. It is a very idle gesture to make a recommendation or to 
appear in person or do it in writing, based upon our experience in 
the Southeastern Airlines case. What weight does the Board give to 
the appeals of Congress or to the public generally, or to the munici- 
palities and people who want this service ? 

Mr. Yates. They consider them with the other equities. 

Mr. Durrer. I think our responsibility is to find public convenience 
and necessity. 

Mr. Evins. When others have found the public convenience and 
necessity and the airline has been chartered by the State and is serving 
all areas of the State successfully and efficiently over many years, I 
am unable to understand why the Board would allow other airlines 
to penetrate and come into the State and not allow the one within 
the State. I have never been able to understand the Board’s decision 
and the people in my State cannot, either, Mr. Chairman. I repeat 
that I do not think the appeals of Members of Congress or other people 
carry very much consideration by the Board. 

Mr. Durrer. As for the State of Tennessee, that part of the State, 
the eastern part of the State has been 

Mr. Evins. All over the State- 

Mr. Durrer. The decision of the Board is pending on reconsidera- 
tion. It is still a part of the decisional process. 

Mr. Evins. Off the record. 

(Discussion off the record) 

Mr. Evins. While we are paying all this attention to the interna- 
tional commerce, the Board should give a little attention to local State 
traffic. I think you have a responsibility in that field, too. 

Mr. Durrer. I believe I am just about ready to try to demonstrate, 
Mr. Congressman, that we have given considerable—— 

Mr. Tuomas. Please proceed. 

Mr. Durrere. The record, I must say, Congressman, in deference 
to your particular position, shows that they have been considered. 

Now, to go back to the local service carriers, and the expansion of 
local service, which in addition to cost is the major reason for the 
increased subsidy, I think you are aware of the fact that this started 
out as an experiment. The certificates of these carriers were experi- 
mental certificates. The experiment ceased to be an experiment when 
the Congress issued permanent certificates to these local service 
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carriers. Later on the Congress further evidenced its approval of 
this program by providing for guaranteed loans for these carriers, 

I think up to now we have loans that total about $20,514,000, that 
have been made by carriers under which a guarantee of $18 million 
was supported by the Government. 

Mr. Osrertac. Will you suffer an interruption ? 

Mr. Durrer. Yes, sir. 


PERMANENT CERTIFICATION OF LOCAL SERVICE CARRIERS 


Mr. Ostertac. You referred to the fact that the Congress issued 
permanent certificates. That isn’t exactly the fact, that the Congress 
issued them. 

Mr. Durrer. The Congress directed them. 

Mr. Osterrac. They enacted a law. 

Mr. Durrer. The Congress directed that they be issued. 

Mr. Osrertac. In other words, all certificates be made permanent. 

Mr. Durree. Yes, sir. 

Now, we are getting into an area—I am going to get squarely to 
your question, what the Board has done for the local service, or what 
it has done for itself, or, at any rate, what has been done. 

Mr. Tuomas, Tell us about the helicopters and $8 million for five 
or six lines in Alaska. When are you going to stabilize that? 


SELECTED OPERATING DATA FOR LOCAL SERVICE CARRIERS 


Mr. Durree. In 1950 the carriers operated 156,620,000 revenue pass- 
enger miles and carried 802,528 passengers. In 1959 they operated 
903,813,000 revenue passenger miles and carried 4,673,748 passengers, 
or an increase of 477 percent since 1950 in passenger miles and 482 
percent in passengers. 

I offer for the committee’s information a table for the local service 
industry as a whole. I will present these and a number of other 
significant factors in growth and operating characteristics for this 
segment of the industry. 

Mr. Chairman, I hope that we have time to present this matter be- 
cause as we will point out, this has been a matter of grave concern 
to the Bureau of the Budget. I think it was a matter of grave con- 
cern to your committee last year and a matter of grave concern to the 
Senate, the rising burden of Federal subsidy. I think what we would 
like to present to you now is well worthy of careful time and consider- 
ation. 

First, I would like, if I may, sir—I am a great believer in visual 
demonstration and I would just, to shorten this up, show you some 
charts. 

Mr. Tuomas. Let me suggest we recess for lunch at this time until 
1 p.m. 

AFTERNOON SESSION 


Mr. Tuomas. The committee will please come to order. 
Off the record. 
(Discussion off the record.) 
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GROWTH AND EXPANSION OF LOCAL SERVICE INDUSTRY 


Mr. Tuomas. Mr. Durfee, you may proceed with your state- 
ment. I believe you had some charts which you wanted to ex- 
Pr Dourreg. Yes, sir. I had just presented some general figures 
on the expansion and growth of the local service industry, and for 
the purpose of a more graphic demonstration, we have four charts 
here which display some of these ideas in the statistical table we had 
exhibited. I think you will find these charts interesting. __ 

Mr. Mulligan, if you would present these charts, I think it would 
be helpful. ; t 

Mr. Muuuican. Yes, sir; I would be glad to, sir. 

The large table does attempt to show over a span of 10 years the 
growth and expansion of the 13 local service carriers. These charts 
are designed simply to highlight that large table. ead 

The first of the charts refers to the growth of the carriers in terms 
of the communities served, and the total route-miles operated. 

Route-miles increased from 1950 to 1959 from 16,700 miles to 27,300 
miles. ( 

Then, the cities served in 1950 totaled 315, of which service to 138 
was provided by both trunks and locals, with 177 served by the locals 
only. 

In 1959 the total had increased to 486. The number served by the 
locals only increased to 300, with 186 being served by both. 

Incidentally, of the 300 points served by the local carriers, 53 have 
no rail service at all. 

The second chart refers primarily to the growth in terms of passen- 
gers. Three factors are shown. Passengers carried in 1950 totaled 
803,000, and in 1959 it was 4.7 million, for an increase of 482 percent. 

The available seat-miles, which is a measure of the service avail- 
able, increased from 542 million in 1950 to approximately 2 billion in 
1959. 

Passenger miles, which is a good index of the volume of operations, 
increased from 157 million to 904 million. 

The increase, relatively speaking, in the local service industry as 
the chart shows, was slightly greater than for the trunks during this 
period. 

The third table is designed to pick from the big tables certain fac- 
tors which are very significant in pointing up the difference between 
the characteristics of the local service operations and those of the 
trunk lines. 

First, is traffic density, which is expressed in terms of the ton-mile 
of traffic originating per station per day. It will be seen that in 
the case of the trunks that is 23,624, and for the local carriers 615. 

Another very important factor as to the economics of the operation, 
of course, and perhaps the most significant one, is passenger load fac- 
tor. These figures, by the way, are for the fiscal year 1959. For the 
trunks the load factor was 61.3 percent, and for the local carriers 
46.1 percent. 
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Mr. Tuomas. What was that figure again, sir? I did not quite 
understand. I want the figure with reference to the points served 
by the trunklines and by the local carriers. 

Mr. Mouttuican. The load factor? 

Mr. Tuomas. No; the points served. 

Mr. Moutiiean. The points served, in 1950, were 315 total served 
by the locals, of which 177 were local service carriers only, and 138 
received service both by local service carriers, and trunks. 

In 1959 the total cities served by the local service carriers was 486, 
against a total of 315, and of the 486, 186 were served by both locals 
and trunks, but 300 served by the locals only, and of those 300 served 
by the locals only, 53 have no rail service. 

Mr. Tuomas. 300, then, were served exlclusively by locals, and 
what is the number of cities exclusively served by trunks? 

Mr. Moutuican. The total number, Mr. Chairman? That is not 
in this chart, but we will have that figure for you. 

Mr. Tromas. What is the approximate figure? 

Mr. Mutuiean. It would be many, many times that. Well, not 
somany times. It would be about 600. 

Mr. THomas. It is less. 

Mr. Mutuican. Correction. There were a total number of points 
served by the trunks of 338, some of which were also served by the 
local carriers. But, that does not answer the chairmau’s question 
which is the number of points exclusively served by the trunks. 

Then, on the third chart, the difference in the passenger load fac- 
tor is quite obvious. The next two factors also have an important bear- 
ing on the economics of these operations. 

For the trunks, the average passenger trip was 626 miles, and for 
the local service carriers the average length of the passenger trip was 
193 miles. 

I hasten to say that that is the average length of passenger trip 
on the local service carrier. It does not attempt to reflect, nor do we 
have accurate information to tell the total length of the particular 
passenger journey. He may originate his flight on a local service ¢ar- 
rier, and then he goes forward on a trunk. 

Mr. Durrer. Is it is not also true that the length, average length, 
of hop rather than the passenger trip length, when the local service 
is indexed, is about 85 miles ? 

Mr. Moutuican. That is the next factor, Mr. Chairman. That is 
a most critical factor. The average hop or stage length, as is taken 
out of the big table for the trunks, is 307 miles. For the local service 
carriers it is 85. 

It is significant, of course, to note that during the 10-year period 
the increase in that average hop for the locals has increased by only 
17, from 68 miles average to an 85-mile average. 

Mr. Tromas. Is it a fair figure to say about 50 percent of the 
points served is jointly between the locals and the trunks? Is that 
figure too high ? 

Mr. Mutuican. It would be approximately correct, Mr. Chairman. 

Mr. Tomas. Excuse me. You may proceed. 

Mr. Muuuican. There are, as I mentioned, of 486 points which are 
now served by the locals, 300 of those 486 are served exclusively by 
the local service carriers. But the aircraft hop factor is, as I men- 
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tioned, most important because it is simply not possible to operate 
economically with an average stage length as low as 85 miles, or in 
fact anything in that range. 

The last factor shown on this chart is the revenue-expense ratio. 
What this means is that in the case of the trunks for every dollar of 
expense which they incur they receive $1.09 in commercial revenue. 

In the case of the local service carriers, it is 67 cents. In other 
words, for every dollar of expense, their commercial revenues—that is, 
revenues without subsidy—are 67 cents. 

Mr. Tuomas. Is that including mail ¢ 

Mr. Muuuiean. Yes, sir. 

Mr. Tuomas. The mail is counted as earned pay ? 

Mr. Muuuican. Yes, sir; as earned revenue or commercial revenue. 

Finally, the fourth chart shows—it is labeled “Control of Ex- 
penses”—that considerable improvement has been made by these car- 
riers. Looking at the left side of the chart, what that line shows is 
simply this: That in 1950 for each dollar of expense the local carrier 
produced a 69-cent revenue ton-mile. In 1959 there for every dollar 
of expense incurred it produced 92-cent revenue ton-mile. 

The second one on the left side, commercial revenues, again without 
subsidy per dollar of expense—in 1950 it was 35 cents, and in 1959 
67 cents. ‘Those are both encouraging trends. Also employee pro- 
ductivity has increased as shown on the right side of the chart. 

In 1950 revenue ton-miles per employee was 4,010, and in 1959 
revenue ton-miles per employee was 9,050. 

The last factor, commercial revenue per employee, in 1950 it was 
2,400, and in 1959 it was 6,500, or up 224 times. 

Mr. Tuomas. If I may interrupt you, the pertinent statement that 
you have made so far is that out of every dollar the trunklines take 
in they acquire one-third of it from subsidy on the local service lines? 

Mr. Mutuican. Approximately that. 

Mr. Tuomas. Would the reverse be true if he stepped up his volume ? 

Mr. Muuuican. That ultimately could happen; yes, sir. It is defi- 
nitely true that a significant improvement in traffic, i.e., an increase, 
therefore, in the load factor, would reduce the amount of subsidy re- 
quired and would change that 67 and it would go a 

The commercial revenue would go up, as the traffic increases. 

Mr. Tuomas. He has the same facilities and on the same expense 
as he is hauling 10 people he could haul 30. It is bound to do the job; 
is it not ? 

Mr. Mutuican. Yes, sir; it is bound to do the job. 

Mr. Tuomas. What is the answer to the local service carrier, then ? 
Isthe answer more business ? 

Mr. Mcuuiican. That is certainly one answer, and I think it is the 
key answer—more traffic. 

Mr. THomas. I notice your expense is going up, and the amount of 
subsidy is going up about 11 percent over last year. 

Does that 11 percent increase occur as the result of the increased 
number of points to be served, or is it just a normal increase in the 
cost of doing business ? 

Mr. Mutuican. It is almost entirely due, sir, to the increase in 


the service rendered. In other words, the additional routes authorized 
to be operated. 
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Mr. Tomas. As well as the different points served ¢ 
Mr. Mutuiean. That is correct. 
Mr. Tuomas. Excuse me. You may proceed. 
Mr. Muuiican. The only other point I would make with refer. 
ence to this last chart is that, as shown in the big table, in 1950, sub- 
sidy as a percent of the total revenues of this class of carrier was 
60.05. 
In 1959 subsidy as a percent of the total revenues was 34.78 percent, 
Mr. Ostertac. Would the chairman yield to me there ? 
Mr. Tuomas. Yes, sir. 


Use-It-or-Lose-Ir Pouicy 


Mr. Ostertac. I assume that this policy of “use it or lose it” enters 
into this picture. 

You described it as to the economics and the practicability of the 
subsidies. Is it true that with that policy you have a standard re 
quirement of at least five passengers per day from a given point! 

Mr. Muuuiean. That is correct, sir. In the first of the so-called 
area cases—the Seven States case—the Board announced the so-called 
use-it-or-lose-it policy. Actually, there were two standards, Mr. 
Ostertag. The first is the one you mentioned and, very simply, if a 
point does not originate—that is, enplane five or more passengers a 
day—after a reasonable period of trial and so on, then the Board 
announced that it would intend to take a look at th: tt point or points, 

Mr. Durrer. Mr. Congressman, I would like to say that in my 
presentation I wish to analyze how the Board proposes to improve 
this situation. 


INCREASE IN SUBSIDIES DUE TO INCREASED VOLU ME OF TRAFFIC 


I think Mr. Mulligan has demonstrated by these charts that with 
respect to the amount of subsidy that is being spent today, while it 
was greater than revenues or the total revenue, for the extra dollar 
that is being paid by the taxpayer, the revenues have increased. 

The productivity of the employees has increased, and if you will 
refer to the large chart here, you will find subsidy per revenue pas- 
senger. I assume this is subsidy per revenue passenger. 

Mr. Mutracan. Yes, sir. 

Mr. Durrer. In 1950 this was $18.75 per revenue passenger, and 
this has steadily decreased until in 1959 the subsidy per revenue pas- 
senger was less than one-half of this figure, or $8.02. 

The point we wish to make is that despite the increased cost of this 
operation in every area, the actual subsidy expenditure is due to the 
increase in volume of traffic, and not to the increase in cost of opera- 
tion, because—I repeat—the subsidy per revenue passenger today 1s 
one-half what it was in 1950. 


ELEMENTS INCREASING COST OF OPERATION 


Mr. Tuomas. What are the elements which go to make up that in- 
crease in cost of operation ? 

Mr. Durrre. You mean the increased cost of operations today? 

Mr. Tuomas. Yes. 

Mr. Durrer. I think probably the most substantial element is prob- 
ably wages since 1950, fuel costs, maintenance costs, and phasing In 
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of new equipment such as the F-27, which takes 2 or 3 years for an 
airline to phase in, and adjust its maintenance and operating per- 
sonnel and training costs. 
Mr. Osrertac. Mr. Chairman, you pointed out on your chart the in- 
eased employee productivity and commercial revenue per employee. 
That does not fall into place with increased costs that you have just 
ited. 
or Durree. We are talking, Mr. Ostertag, about increasing pro- 
ductivity per revenue ton-mile. 
The costs have increased. But due to increased efficiency of opera- 
tion or at least due to something, the revenue ton-mile that has pe 
duced the revenue for the extra dollar has in every case improved. 


FUTURE NEED FOR SUBSIDY 


Mr. Tuomas. Project your curve a little further. Will you ever 
reach the point where there will be no subsidy # 

Mr. Durrer. I think Mr. Mulligan gave you a correct answer to 
that, Mr. Chairman. With the present type of equipment, or any 
equipment which is reasonably foreseeable within the kind of subsid 
projection we are making, at least for the next 2 or 3 years, and with 
an average length of hop of 85 miles and an average passenger trip 
of 193 miles, 1 do not think that anyone could say that with this type 
of equipment, even the F-27 and the most improved equipment used 
in this type of operation, we could predict a subsidy-free operation— 
no, sir. 

Mr. Tisomas. It is not so much a question of this equipment, but 
itis a question of your getting more cash riders? 

Mr. Durrer. The major question, Mr. Chairman, that I think this 
committee has to decide, and the Congress has to decide, when you deal 
with this problem, is the volume of traflic that the Congress wants to 
provide. As we have pointed out, the volume 

Mr. Tuomas. The Congress cannot control the volume of traffic. 
Congress can provide the appropriation of X number of dollars, and 
the community will have to furnish the volume. The volume has « 
direct relation with the amount of subsidy. 

Mr. Durrer. Perhaps I should say the volume of subsidy which the 
Congress provides will be determined by the volume of traffic that the 
public and the Board determines is required in the interest of public 
convenience and safe necessity. 

Mr. Tuomas. If the volume does not increase substantially above 
what it is today, the subsidy bill in all probability will decrease very 
little. 

Mr. Gurney. Mr. Chairman, may I put in a little optimistic note 
here ? 

Mr. Tuomas. Yes, sir. 

Mr. Gurney. The Congress is much concerned now with having air- 
lines haul mail. There is a chance for revenue there. It will take 
another class of mail besides airmail to be carried in an airplane. The 
Post Office Department necessarily must look to airplanes because 
there are 53 points where they do not have railroads. 

If they compared the cost of airline carriage with the trucks they 
have now, we think that the airline will beat them not only in cost 
but in speed. 
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So, there is a chance for more revenue there. 
Mr. Tuomas. That is, 53 of the towns out of 300 do not have rail. 
roads, but are served by the airlines? 
Mr. Gurney. Yes, sir; and of course faster mail service will make 
the people want it, and that will give more revenue to the airlines 
It will take a year or a little more to have this “use it or lose it” 
policy come to a conclusion in some of these small cities which are not 
moving the traffic that they thought they would. 


DISCONTINUANCE OF SERVICE 


Mr. OsTerraa. Have you decertified any line because of its failure 
to meet your requirements 

Mr. Durrer. Any point? Yes. We have taken service away from 
points and I think we have a good record on that. We can tell you 
exactly which points have been abandoned, if you would like to haye 
that forthe record. The staff will be glad to furnish it. 

(The information referred to follows.) 


Local service points at which the CAB has authorized service suspension or has issued 
decisions not renewing the carriers’ authority to serve, since Dec. 8, 1958, the date 
of announcement of the “‘use it or lose it’”’ policy 








Wolf Point, Mont.3__..___._-- ini Ohoa dele Do. 


Board order and date Points Carrier 
E-13773, Apr. 23, 1959. Segment 8: Brownwood-San Antonio, Tex., via | Trans-Texas Airways; 
Brady and Kerrville, Tex. 
F-14502, Sept. 30, 1959._..| Dovglas, Wyo., Losk, Wyo... ; Frontier Airlines, Inc, 
E-14649, Nov. 13, 1959!___| College Station-Bryan, Tex__- ite --| Trans-Texas Airways, 
Kerrville, Tex ; Do. 
Pecos, Tex... .-- a . Do 
| Beeville, Tex Do. 
| Coleman, Tex... ...-. Do. 
a ar Do, 
Helena-West Helena, Ark. . Do. 
Stnttgart, Ark_... ; epee and Do. 
E-14714, Dec. 4, 1959?....| Greybull, Wyo Frontier Airlines, Ine. 
| Clifton-Morenci, Ariz... Do 
Monte Vista, Colo___-. ‘ z Do. 
Dickinson, N. Dak.3_____- site eee Do. 
} 
| 


! Decision issned in Trans-Teras Airways Temporary Points Renewal Case, docket 9% 1, et al. 

? Decision iss'"ed in Frontier Airlines Temporary Points Renewal Case, docket 9999, et al 

3 Not renewed on former segment, althogh in other proceedings the Board had designated the points on 
new segments for the purpose of providing improved routings. 


Mr. Muxuican. In that connection, and apart from the “use it or 
lose it” policy as enunciated in the Seven-States case, when the Board, 
pursuant to the act of Congress in 1955 went through a permanent 
certificate proceedings for each of these carriers, there was a certain 
latitude given to the Board in terms of points to be made permanent 
or temporary or intermediate points. 

There was a total as I recall of 99 points, which were certificated 
on a temporary basis. We are already in the processing of individual 
cases to deal with those 99 points which predate points authorized in 
the Seven-States and subsequent area cases. 

Mr. Osrertac. That is interesting. : 

Mr. Tuomas. I hope you gentlemen will look into that Southeast 
case. ! 

Mr. Moutuiean. I would like to state that each local service carrier 
has a responsibility of making application to the Board for deletion 
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of a town or a segment in case it has no chance of living up to the 
wyse it or lose it” policy. 

Mr. Durrer. Mr. Piicrgs, give me about 2 minutes more, and 
Iwill finish. 

Mr. Tuomas. Fine. 

Mr. Durrer. These carriers are right now required to file eve 
month a statement as to whether they are complying with the “use 
itor lose it” policy. As rapidly as we find that shan are not, we are 
moving on this, and we have already discontinued some. We will 
furnish for the record the total number of points which have been dis- 
continued, and which is actually in most of these cases the total ex- 
perimental period before we actually impose the deadline. We may 
move in quicker than the 18 months’ period. We are still in the period 
of experiment in this area on the new routes involved. 


IMPROVED SCHEDULING STANDARDS 


As another further step that I think gives great promise, we have 
recently promulgated instructions for improving scheduling standards 
for local service carriers which provides just how many flights over 
each particular segment would be subsidized. If they go over that, 
the amount of subsidy increases. 

In other words, for three round trips a day over a particular seg- 
ment there has to be sufficient traffic, on the average, to produce com- 
mercial revenue at least equal to the direct flight cost, and from there, 
or above three, the requirements for expanding the frequency of 
their flights become more stringent. 

This will provide a very valuable safeguard and advance control 
by prescribing the frequency of operation that a carrier can operate 
over & certain segment, depending upon the amount of traffic. 


SUBSIDY FORECAST FOR 1962 AND 1963 


Now, Mr. Chairman, as to the local service operations, as you look 
ahead, our estimate for 1961 is $55,434,000. For fiscal 1962 and 1963 
our staff has a tentative long range forecast of about $57 million. 

Mr. THomas. How much ? 

Mr. Durree. About $2 million more than this year. 

Mr. Tuomas. We thought this thing was going down, but here you 
are upping it from $51 million to $57 million. 

Mr. Durrer. Mr. Chairman, I think we have consistently told this 
committee that in the phasing in of new equipment, in the expansion 
of the route operations which the Board has authorized, I think we 
told you last year and J think we told you the year before that we 
estimated on a long range prediction that the level of subsidy would 
continue to raise for the next 3 years. 


INCREASE IN SUBSIDY OVER INCREASE IN SERVICE 


Mr. Tuomas. You have not increased your points or your routes 
by more than 6 or 8 percent, while your cost goes up 11 percent. 

How do you explain that difference ? 

Mr. Durrer. Sir, I did not get the question. 
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Mr. Tuomas. Your increase in service to points is about 8 percent, 
and your increased cost in subsidy is about 11 percent. 

Are those figures reasonably accurate ? 

Mr. Durrez. No, Mr. Chairman. 

Mr. Tuomas. Give us the accurate figures, then. 

Mr. Durreg. The points served have increased approximately 95 
percent. 

Mr. Tuomas. Over what period of time? 

Mr. Durrer. That is from 1950 to 1959, when you said to stop, and 
do no more than carrying the direct cost of the subsidy—— 

Mr. THomas. No; I meant the subsidy. 

Mr. Durree (continuing). Over the same period of time. 

Mr. Tuomas. What about the last 3 years, now? What about your 
increase in service to how many additional points? 

What would it figure to, percentagewise, and what does it figure 
out, percentagewise, in your increase in cost of subsidy ? 

Mr. Durrer. Well, I will have to work that out. 

Mr. Gurney. I think route miles would be a better gage of the 
increases rather than the points. 

Mr. Tuomas. The points average about 89 or 90 miles each. So 
we can understand it better if you simplify it here in that way. 

Mr. Gurney. Yes, sir. 

Mr. Motuiean. Mr. Chairman, you are correct. Are you not mak- 
ing the point that the increase in subsidy percentagewise has been 
greater than the increase in service ? 

Mr. Tuomas. That is exactly the point I am making. 

Mr. Ostertac. That is right. 

Mr. THomas. How can you explain it, now? 

Mr. Motuiean. I will try to do it in this way, if I may, sir: 

As Chairman Durfee mentioned, with the present equipment—any 
service—any regularly scheduled air transportation service—in an 
exclusively short-haul market with low density traffic is going to re- 
quire some subsidy. How much depends in major part on the volume 
of traffic; the point you made. As the new service has been authorized, 
the bulk of it in the comparatively recent past, it takes a period of 
time for traffic to develop from those new points, and that was why, 
for example, the use-it-or-lose-it policy was geared to 18 months. 

Another factor, and an important one in terms of cost of opera- 
tion which, in turn, is reflected in increased subsidy, is the acquisi- 
tion of more modern equipment by these carriers. That also has taken 
place just in the past 18 months. Specifically, Mr. Chairman, com- 
paring, for example, and still talking of these 13 local carriers—com- 
paring the 1960 estimate with the 1961 estimate, the increase in route 
awards we estimate accounts for approximately $5 million of that 
increase in 1961 as over 1960, or virtually the entire amount. 

Mr. Tuomas. Is that exactly accurate? Put it in terms of points 
served. Your increase from 1960 to 1961 in terms of points served. 
Your subsidy is out of proportion to the increase in points served. 

Mr. Durree. Mr. Chairman, from 1957 to 1959 the increase in points 
served was 372 to 428. That is an increase of about 8 percent. As 
you pointed out, over that period of time the subsidy has increased 
about 11 percent. 

Mr. Tuomas. Yes. 
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Mr. Durrer. I would say that what is happening to account for 
that increase since 1957 has been that the Board has, in the area 
of route cases which have been in process, extended service to en 
which the Board regarded as minimal service points. That is why we 
imposed the use-it-or-lose-it policy. We have extended service and 
many of these 56 points I think, Mr. Chairman, are not perhaps from 
the viewpoint of economy satisfactory points. Many of these points 
are completely isolated. They have no existing rail operations. Many 
of these points have been certificated with a concededly minimal 
gonomic operation because of the fact that there are a number of 
them in which some of the defense establishments and civilian em- 
ployees have represented to us as being essential to the national de- 
fense and have requested that service be extended to this point, or to 
that point. I think, Mr. Chairman, the disparity between the increase 
of 8 percent between the number of points and the increase of 11 per- 
cent in the amount of subsidy over this period is due to the fact that 
the Board has put service—obviously put service—into some new 
points where the volume of service produced or the frequency sched- 
ules were not adequate. 

Mr. Tuomas. I think that is a frank answer, and I think it is the 
only accurate answer. 


INCREASE IN SUBSIDY DIRECTLY PROPORTIONATE TO VOLUME OF SERVICE 


Mr. Osrertac. Mr. Chairman, putting into focus the overall pic- 
ture, beginning with the 1954 period, the total local service operations 
subsidy amounted to $18,397,000, and for your estimate of 1961 it 
goes up to $55,434,000, 

That is a substantial increase—from $18 million to $55 million in a 
period of approximately 6 years. 

For some carriers, the subsidies have been increased from, say, $2 
million to approximately $7 million per year. I do not mean all of 
them, but some have. 

So there is quite a drastic upturn in the total overall subsidy which 
does not fall into place with the justification, or the reasons as have 
been described. Granted, there are some economic or other factors 
involved, and that service should be extended to territories not other- 
wise served. There is a basic premise, I assume, which is involved, 
and that is this: It is not a matter of the Federal Government being 
responsible for making all this possible without regard to other 
factors ? 

Mr. Durrer. I think, Mr. Congressman, if this committee wants 
figures on this, the increase in subsidy from 1954 is directly propor- 
tionate to the volume of service that has been provided by these 
carriers. 

Mr. Evins. Mr. Chairman, you have shown the subsidy per revenue 

ssengers has declined about 57 percent, plus. It has declined from 
18.75 per passenger to $8.02. Your subsidy has gone up, but your 
erage per passenger has gone down, which means that this is a 
ealthy economy and healthy enterprise picture. 

You are carrying out your job by providing this subsidy to stimulate 
air traffic. 
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about the increase in subsidy, and the increase in the volume of service 
that the Board has provided is this: These are feeder lines, Mr, Oster. 
tag. Every major city in this country—the trunklines of this country 
are not on subsidy today because a very substantial portion, and ] 
think we have the figures, of this traffic is intercity traffic, which js 
fed into them by the local service carriers. 


SUBSIDY DOWNTURN ANTICIPATED IN 1964 


Mr. Osrerrac. In response to the question raised by the chairman 
of the subcommittee, are we ever going to get out of this subsidy busi- 
ness? Are we going ever to reach a point where it is not necessary? 
According to the records and the facts we are getting deeper and deeper 
in it, so far as dolars are concerned. 

Mr. Durrer. May I again take a look at the “crystal ball” and then 
let: me stop. 

We have never come before this committee in the last 2 or 3 years 
when this question was not presented. I think during that period we 
have said we had not ever anticipated a decrease in subsidy, but that 
it would continue to increase for at least 2 or 3 years. 

I think we believe today—and the figures I have given you for 1962 
and 1963 of $57,500,000—I think the Board anticipates in 1964 
we could expect a downturn, first, because, we will reach the end of 
the last area route cases by the end of 1962. By this time we will have 
established and consolidated these into the operations of these carriers 
as coordinated with the trunks. We will have that done. We will no 
longer, we trust, be in an area where we are providing more and more 
route-miles to serve communities. In fact, perhaps, this will be sub- 
stantially reduced by an application of use-it-or-lose-it. policy. 

By 1962 we anticipate practically all of these carriers will have 
moved from DC-3 operations which even today compared in revenue- 
passenger-miles, or any other comparison, are completely out of pro- 
portion with the new type of equipment such as the F-27, Convair 
conversion with turboprop engines, and so forth. We estimate that 
within 2 years that the phasing in of this new equipment and its 
greater efficiency in operating costs per mile would also produce, 
after we have phased it in and trained the personnel and changed 
maintenance procedures and the whole operation, by 1962 a substan- 
tial reduction. 

Finally, I think we feel that by readjustment of route structures 
or, perhaps, giving greater flexibility to these carriers in the area 
of their own executive management as to scheduling and the len 
of hop required, and the number of stops that have to be made, that 
there should be a substantial improvement in that area and in this 
46-percent load factor which is really a sore spot in this picture. 

Mr. Evins. Mr. Chairman, you spoke earlier about certain of these 
points having no railroads; it was never intended that you would 
confine yourself to spots where there were railroads, because they 
are pretty sparsely located, and they are abandoning lines every day. 

Mr. Durrer. I am very well familiar with that situation, Mr. Chair- 
man, having been chairman of the public service commission in Wis- 
consin, and having to resist that inclination of railroads in my own 
State. 


Mr, Durrez. I think one thing we must remember when we talk | 
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Mr. Tiros. Off the record. 

(Discussion off the record. ) 

Mr. Durree. That concludes my presentation. 

Mr. Tuomas. That was a very fine statement. I think this has been 
a very healthy discussion. 

Now, let us go through your budget and make a record here. 

Mr. Evins. Mr. Chairman, before you do that, could I make this 
one reference ? 

Mr. THomas. Surely. 


MILITARY AIR TRANSPORT SAFETY RECORD 


Mr. Evins. At the lunch hour, and just as a matter of relaxation, 
I thought I would thumb through the local paper where I found a 
lead editorial and a carton about air safety which I thought was very, 
very timely, with our discussion here today. This article states that 
somebody is responsible for these accidents. It asks, “Who is it?” 

The editorial goes on to point out that the Military Air Transport 
Service closed the year without a single passenger fatality; whereas, 
in commercial airlines there were 257 passengers and 37 crew mem- 
bers killed during the year. 

Mr. THomas. What is that figure again ? 

Mr. Evins. 257 passengers and 37 crew members were killed dur- 
ing the year, and according to this editorial there were this many lost 
in commercial aircraft and none were lost by the Military Air Trans- 
port Service. 

It says that somebody is responsible. Mr. Quesada says that we 
must protect the public and “damn it, the public will be protected.” 

The editorial ends and says Mr. Quesada’s sentiments should be of 
assistance to the Congress m getting at the truth, and acting upon 
it. It says, “Let the public be protected.” 

I thought you might be interested in the editorial, and the cartoon. 

Most of it is directed to the FAA rather than the CAB. 

Mr. Ostertac. That comparison is an interesting one. 

Have you any reaction to that ? 

Mr. Durrre. Mr. Bakke, would you comment on that ? 

Mr. Baxxr. Well, sir, about the best comment I could make is on 
the basis of our investigation and, certainly, not to take anything away 
from MATS which has done a very fine job, but the comparison is a 

tuitous one and it is one that is one of the accidents of statistics. 

ut, the civil aircraft accident statistics have taken a kind of a 
freakish turn as they have in years past, and for reasons that can- 
not be fully rationalized. 

Mr. Tuomas. I do not know what basis you have for that statement. 
Here are so many air-miles, and so many hours, and so many planes 
are flying. Here is one group which does not have any accidents, and 
here is another group which does. 

I do not see how you can say it is one of the freaks of statistics. 

If it is, we had better have some more statistics on the side of 
MATS. 

Mr. Baxxe. Well, sir, I think the answer to that is to examine the 
statistics over the last 12 years. 

Mr. Durrer. Mr. Chairman, I think there may be a partial ex- 
planation in this fact. 
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Mr. Yates. If you examined the statistics over the last 12 years, 
would they show accidents by MATS # { 

Mr. Durrer. Oh, yes. 

Mr. Tuomas. Oh, yes; they would. 

Mr. Yates. This is just 1 year? 

Mr. Durrer. Let us not forget this point: MATS is an airline, 
There are about 12 trunk airlines. Let us call MATS the 13th, 
There are other airlines among these 12 that have not had any fata] 
accidents, during the past year, as well as MATS. We are talking 
about 12 trunklines. 

Mr. Tuomas. How does MATS compare in number of planes jn 
the air as against the big trunk lines in number ? 

Mr. Durrer. Concededly, it is the biggest airline in operation. 

Mr. Tuomas. I know it is, but how big is it compared to all the 
trunklines ? 

Mr. Durrer. Mr. Bakke, do you have that information? 

Mr. Tuomas. I had in mind that it was just about one-third as big 
as all of your trunklines. Do you have an approximate figure on 
that ? 

Mr. Durree. I have participated in discussions with the Depart- 
ment of Defense to get a larger allocations of MATS traflie—— 

Mr. THomas. What is the number of planes they have? Is it 1,300 
or 2,000? ; 

Mr. Osrerrac. It is about 2,000. 

Mr. Tuomas. How many planes do the big trunklines have alto- 
gether ? 

Mr. Baxxe. Just short of 2,000. 

Mr. Tomas. That is what MATS has; is it not? 

Mr. Baxxe. I do not think it is quite that big. 

Mr. Osrerrac. You mean all operations, including the oversea 
operations ? 

Mr. Tuomas. Everywhere. 

Mr. Bakke. Yes, sir. 

Mr. Tuomas. Of course, we have a lot of those old, worn-out planes 
that will not haul 15 or 20 people. 

Mr. Durree. If you want to stay on this subject, Mr. Chairman, in 
the first place you are talking about 12 airlines, and 1 airline. As 
you say, there are some pretty big airlines that are operating in this 
country that had not a single accident last year. In the second place, 
they are operating an entirely different domestic type of operation. 
Their average length of haul is considerably less than the MATS 
operation. They are taking passengers down more often. 

On a passenger-mile basis, they are taking passengers down in 
highly congested areas, and they are taking off, and landing in such 
areas, and I think if you started into that, as a safety factor, and 
compared that 





Mr. Osterrac. I think you have a point there. 

Mr. Tuomas. Of course, MATS lands at Idlewild, and out here, 
and in a good many of the airports where the commercial lines land. 
In its oversea operations, I do not know of any more congested fields 
than some of the fields in Paris, Frankfurt, and other European cities. 
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Mr. Durrer. The great majority of MATS travel, Mr. Chairman, 
is international oversea transportation, both cargo and passenger. 

Mr. Tuomas. That is right. 

Mr. Yates. Is that less hazardous than domestic flying? 

Mr. Durrer. I say, sir, every time you take an airplane off and you 
land it, you increase the hazard. 

Mr. Osrertac. But, they are subject to the same conditions. 

Mr. Durrer. If you are going to have a much shorter length of hop 
and achieve the same number of route-miles or a comparable number 
of route-miles, you have increased your hazard, perhaps, in propor- 
tion to the number of times that you have to stop. 

Mr. Tuomas. This has been very, very instructive, and very helpful. 

Mr. Ostrertac. They are subject to the same controls; are they not? 

Mr. Evins. The public is greatly concerned about the prevailing sit- 
uation. 

Mr. Tuomas. There is no question about it. 


SUMMARY AND HIGHLIGHTS OF PROGRAM 


At this point in the record we shall insert pages 1 through 13 of the 
justifications. 
(The pages referred to follow :) 
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SUMMARY AND HIGHLIGHT STATEMENT 


The Civil Aeronautics Board is an independent regulatory Commission, re- 
sponsible for regulation of the economic aspects of U.S. air carrier operations, 
poth domestic and international, and investigation and analysis of accidents in- 
yolving civil aircraft. 

The Federal Aviation Act of 1958, which renews the fundamental direction of 
the Congress to the Civil Aeronautics Board, states the Board’s responsibility, 
jn the words of the law, to be— 

“The encouragement and development of an air transporation system prop- 
erly adapted to the present and future needs of the foreign and domestic 
commerce of the United States, of the postal service, and of the national 
defense ; 

“The regulation of air transportation in such manner as to recognize and 
preserve the inherent advantages of, assure the highest degree of safety in, 
and foster sound economic conditions in, such transportation, and to im- 
prove the relations between, and coordinate transportation by, air carriers; 

“The promotion of adequate, economical, and efficient service by air car- 
riers at reasonable charges, without unjust discrimination, undue prefer- 
ences or advantages, or unfair or destructive competitive practices; * * *.” 

The budget estimates of the Civil Aeronautics Board for the fiscal year 1961 
total $76,584,000 and reflect the following: 

(a) “Salaries and expenses” in the total amount of $7,600,000, an in- 
crease Of $675,000 over the appropriation for 1960. 

(b) “Payments to air carriers” in the total amount of $68,984,000, an in- 
crease of $10,484,000 over the 1960 appropriation. 


SALARIES AND EXPENSES 


Broadly speaking, the Board carries out its responsibilities by awarding and 
nodifying airline routes and service patterns; by prescribing or approving rates 
and rdte practices of air carriers; by fixing mail compensation and subsidy, 
and paying subsidy; by preventing unfair methods of competition; and «by 
investigating and analyzing accidents involving civil aircraft and taking action 
toassure the highest degree of safety in air transportation. 

Carrying out this mission involves many diversified types of actions and pro- 
ceedings. These range from a simple review of a notice to change a flight sched- 
ule to the investigation of an accident involving large complex turbine powered 
aircraft, or the conduct of industrywide studies such as the general passenger 
fare investigation and the study of the economic impact of turbine powered 
aircraft. 

The individual matters on which the Board and its staff must take action 
during an annual period number in the tens of thousands. A large portion of 
the total involves complex proceedings and issues. Most of this work is created 
for the Board by general developments in the industry which it regulates and 
specific applications which are laid before it by industry sources. 

The scope of the Board’s activity is worldwide, since it not only must concern 
itself with the United States own international carriers but also must partici- 
pate in negotiations concerning air commerce with at least 54 other nations. 
The urgency and volume of all of these matters not only dictates the Board’s 
workload but also its priorities. 

Although the Board has been able to augment its staff in recent years to 
partially meet this steadily increasing burden, the worrisome fact is that the 
Board continues to fall further behind in almost every major area of its work. 
The reason is that the increase in workload, particularly in terms of the magni- 
tude, scope, and complexity of current problems and cases, has accelerated out 
of all proportion to the increase in staff resources. 

Last year, in recognition of the Board’s workload and problems, the President 
approved, for submission to the Congress, appropriation estimates for the 
Board in 1960 indicating a total need for 846 positions and $7,500,000. This 
Tepresented an increase of 116 positions and $1,146,000 over 1959, of which only 
12 positions and $100,000 were for the analysis and determination of probable 
cause of small-plane accidents. The remainder was to cover annualization costs 
and to provide increased assistance on economic regulatory matters. 

Neither the 1960 estimates nor the 1961 estimates include any provision what- 
ever for the investigation of nonfatal small-plane accidents which, although 
4 Board responsibility, is being performed by the FAA. 
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Although the House committee, in its report, said that it wants the Board t 

investigate all aircraft accidents, as the law directs, including the nonfatal 
small-plane accidents now being investigated by FAA under a “request” from th 

Board, the appropriation was not in an amount sufficient to enable the Board ~ 
doso. In addition, while the Board agrees that the investigation by it of all small. 
plane accidents is important, it cannot agree that such investigations are more 
important than its economic regulatory activities. 

By way of illustrating some of the problems in the economic area, there fo}. 
lows a few of the developments which affect this work. 

Air is now the dominant form of transportation throughout the world. Domes. 
tically, in common carriage, air passenger-miles drew ahead of both bus passen- 
ger-miles and rail passenger-miles in 1957. Continuing that gain in 1958, of a 
market totaling 71,700 million passenger-miles, the airlines accounted for 36 
percent as against 10 percent in 1949. 

The Board is receiving an increasing number of requests related to adequacy 
of service, in the main, from relatively small communities. There is a sharp 
increase in dependence of communities and industry on air transportation, Air 
service enables smaller communities to attract new business and industry. The 
importance to communities is evidenced by the increasing appearances by Mem- 
bers of Congress and increasing participation by community representatives jn 
Board proceedings. 

The Board’s economic regulatory work affects substantially all phases of gir 
carrier operations. The comprehensiveness of this regulatory program is of 
vital consequence to the 50 million passengers now moving annually on U,S. 
certificated scheduled carriers alone, to the millions of air cargo shippers, and 
to the ability of the air transportation industry to meet the Nation’s future re- 
quirements for transportation. 

These requirements, both for passenger and property service, will increase by 
tremendous amounts as air transportation progresses further into the jet age. P 

The air carrier industry has committed itself to conversion from piston to 
turbine-powered operations, in which connection it has been estimated that the 
industry will, by 1962, have invested over $4 billion in new flight and related 
equipment. The amount of this investment represents almost 11 times the total 
-apital invested by the carriers 12 years ago. It also represents three times the 
total amount invested in 1958. This is the most revolutionary reequipment pro- 
gram ever undertaken, both in terms of radically new equipment and completeness 
of plant replacement. 

As this transition to jet operations is carried forward, the character of air 
transportation will change as radically as was the case following World War II, 
when the trunkline carriers converted from DC-—3’s to longer range, higher speed, 
larger aircraft, and entirely new types of service came into being. 

As an example, in the 12-year period from 1946 to 1958, certificated air 
earrier seat capacity increased almost 6 times, from a total of 9.1 billion seat- 
miles in 1946 to 54 billion in 1958. With the conversion to jet operations the 
payload capacity of the air carriers is expanding at a very rapid rate. Asa 
result, the airline industry must generate a very substantial increase in revenue- 
producing traffic during the ensuing years to attain the high utilization rates 
and high load factors necessary for profitable operations. 

The Board, as well as the industry, is faced with a tremendous responsibility, 
for if the proper environment fails to develop, the jets could have a disastrous 
economic effect on the industry and run the air carriers into the red faster and 
deeper than has ever before been possible. Whole new concepts are being re- 
quired in routes, rates, operating methods and, in fact, in all other areas of the 
Board’s regulatory activities. 

As the individual factors (number of cities, more and newer types of equip- 
ment, classes of service, rate and fare plans, etc.) depicting the growth of the 
industry increase, the interrelationships of such factors multiply the complexity 
of the Board’s work. For example, a few years ago, the basic issue in a typical 
route proceeding was whether a community should receive air service. 

As the air service pattern has developed, the more important issues involved 
in a route proceeding are now concerned with how and to what extent air service 
to a community, already receiving service, should be expanded to better serve 
the Nation’s commerce, the community, or other communities, and the economic 
effect on the respective carriers involved. The number of communities and the 
interrelationship of the numerous issues involved require handling on an area 
basis. As the route and service pattern further develops, it must be anticipated 





ga 








at 8 —aaw Vv 


y, 
1s 
1d 
“e- 
he 


ip- 
he 
ity 
mal 


ice 
rve 
nie 
the 
rea 
ted 


525 


that both the geographical area and the economic factors involved will also 
increase. 

The Board, in carrying out its responsibilities, is directly concerned with 
economic and safety considerations involving a total of 238 air carriers, includ- 
ing 55 certificated U.S. air carriers, 48 supplemental carriers, 65 foreign-flag 
carriers, and 70 airfreight forwarders. In addition, operations by the approxi- 
mately 2,000 air taxi operators, and the many thousands of business and private 
aircraft Operators, flying in excess of 65,000 planes, have a significant impact 
ou the Board’s work. 

The Board is the only regulatory commission whose responsibilities extend to 
all of the principal countries of every continent, except Russia and its satellites. 

Work in the field of international operations is steadily increasing in volume, 
complexity and importance. Most of the existing bilateral agreements with the 
major countries of the world and many of those with smaller nations, were 
negotiated 10 or more years ago. Since that time there have been substantial 
changes not only in the technological field but also in the extent to which foreign 
airlines participate in international trunk operations. 

The foreign-flag carriers are providing an increasing degree of competition 
with U.S. carriers on all principal international routes. There are 13 foreign- 
flag carriers operating to the United States over the North Atlantic alone. A 
growing number of foreign governments have shown a tendency to curb U.S. 
carrier operations in order to protect their own airlines and in a desire to 
achieve more extensive and deeper penetration of the U.S. market. 

There is mounting pressure from foreign governments to review the entire 
route network established by bilateral agreement and to use this as a spring- 
board. In addition, new situations are arising out of the introduction of jet 
aircraft. 

In its 1960 budget estimates and again in these estimates for 1961 the Board 
has attempted to point out and explain the many and varied matters and actions 
with which it is concerned and must deal with, the scope, complexity, and inter- 
relationship of such matters and actions, and the work it must perform in order 
to obtain and analyze information essential to the making of sound decisions 
and otherwise carry out its responsibilities to the Congress and the public under 
the act. It has for years attempted to carry on its work and carry out its 
responsibilities with inadequate staff resources. 

In spite of its best efforts, it has continued to fall further behind in virtually 
every major area of its work. It has sought to attain maximum utilization 
of available staff by assignment and reassignment, whenever it is possible to 
do so, in order to meet the problems at hand, 

However, it is important to understand that the interrelationship of virtu- 
ally every phase of the Board’s work is such that an inadequacy in one part 
of the Board’s organizational structure will create a bottleneck and adversely 
affect other parts. It is essential that balance in staff assignment must be 
maintained at all times and be frequently adjusted. 

The 74 new positions requested for 1961 break down broadly as follows: 
62 for supplementing the Board’s staff for handling economic regulatory matters 
which are continuing to expand in both volume and complexity, and to meet 
new problems arising from the jet era; and 12 for supplementing the staff en- 
gaged in the investigation and analysis of aircraft accidents and the promotion 
of safety in air commerce. A brief résumé of these increases follows: 


1. Operating authorities and practices 


(a) Routes—The number of applications will continue to increase. It is al- 
ready evident that there will be no reduction in the number of major route cases. 
One, an investigation of the entire South American route pattern, alone would 
tax the capacity of the current staff for a considerable period of time. Numer- 
ous renewal cases will have to be processed. Comprehensive and timely analyses 
must be prepared if the Board is properly to implement its “use it or lose it” 
policy and so control the subsidy requirements of the carriers. Adequacy of 
service cases are expected at an increasing rate. Present staff cannot handle 
the current volume of work. (Twelve new positions requested. ) 

(b) Special authorities——All phases of the work are increasing. An increase 
in staff is necessary to avoid delays in the processing of public interest proceed- 
ings, to reduce the increasing backlog of agreements to an amount not detri- 
mental to the airlines or public interest and to handle increasing activity in 
the supplemental air carrier field. Faced with inadequate personnel resources, 
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the alternative in the agreements area must be either a cursory review of 
agreements with a risk of improper competitive restrictions, or delays in proc. 
essing agreements to the prejudice of the carriers’ legitimate business considera- 
tions. In the supplemental air carrier field, all told, 15 carriers are expected 
to apply for supplemental air carrier certificates. In the airfreight forwarder 
field, new entry is currently being sought by at least 15 surface carriers 
(Four new positions requested. ) 
2. Rates and fares 

(a) Commercial rates.—For processing a greater number of commercial rate 
proceedings. With the acceleration of commercial jet operations, both domes- 
tically and internationally, commercial rate matters will increase in number 
scope, and complexity, and will involve entirely new problenis and require en- 
tirely new solutions. Also, to permit undertaking the urgently needed com- 
prehensive general investigation of aircargo rates. (Four new positions re 
quested. ) 

(b) Mail rates.—To reduce the number of mail rate proceedings to manageable 
proportions and thereafter to process newly instituted proceedings on a rela- 
tively current basis. To perform the additional workload involved in the guar- 
anteed loan program without detriment to other aspects of the overall mail 
rate program. Also, to devote staff to the increasingly important question of 
the movement of nonpriority mail by air to a much larger area of the United 
States and offshore points. The rapid expansion of the smaller local carriers, 
and their reequipment with modern aircraft, will require more intensive effort 
to maintain the resulting subsidy within reasonable limits. (Three new posi- 
tions requested.) 

(c) Tariffs—F¥or analysis of, and the taking of appropriate action on, an 
increasing number of tariff filings. With present staff, it is no longer physically 
possible to make an adequate review of new tariffs, particularly since current 
tariffs have become more complex as they apply to more types of aircraft, 
more classes of service, and an expanded number of carriers. Since under the 
law, tariffs take effect unless suspended within 30 days, lack of added staff 
for such purpose will result in tariffs becoming effective which may be contrary 
to the public interest. (Two new positions requested. ) 


8. International aviation agreements 


Major consultations with foreign countries looking toward renegotiation of 
current agreements involving air rights are estimated to increase by 25 percent 
in 1961. Basic analyses to support the U.S. position and to intepret the positions 
of other countries will increase proportionately. (Three new positions re 
quested. ) 


4. Economic enforcement 


It is estimated that new work will increase in 1961 by about 13 percent over 1960. 
In the passenger and shipper complaint area, the accumulated work on hand at 
June 30, 1959, was equal to 44 percent of the total number received during 1959. 
The rapid economic growth of the industry as a result of the introduction of jets 
and expansion of routes is increasing the competitive struggle among the air car- 
riers to the extent that more investigations will have to be performed in order to 
more adequately police the practices and methods of competition. The staff in- 
crease proposed for 1961 will permit keeping somewhat more current with the 
casework received and reducing the accumulation of uncompleted work on hand 
to a reasonable level. (Four new positions requested. ) 
5. Economic hearing activities 

The proposed program for 1961 in this area is to handle the continuing in- 
creased scope and priority cases requiring formal hearings and to make some 
reduction in the number of long-pending cases of lesser priority. The new staff 
proposed are four assistants to be assigned to hearing examiners handling the 
larger and more complicated proceedings and for supporting stenographic and 
clerical assistance. (Seven new positions requested. ) 


6. Accounting regulations and audits 


(a) Accounting regulations.—There is a substantial accumulation of matters 
requiring formal regulatory action. As of June 30, 1959, 40 formal regulatory 
actions, 12 informal interpretations, and 11 requested waivers had been on hand 
for about a year. In addition, 55 carrier accounting manuals, 308 carrier ac- 
counting plans and 1,000 field and desk au¢ F Sich ora naod to identify 
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inconsistent accounting practices, could not be reviewed with present staff. 
There are also hew matters, such as self-insurance programs and new types of 
financing methods which require modification of accounting regulations. Post- 
ponement of action on these matters simply decides them in favor of current in- 
dustry practices. (Two new positions requested.) 

(b) Reports audits——Approximately 50 percent of the carrier reports filed 
with the Board cannot be audited with present staff. Nevertheless, it is esti- 
mated that the number of reports to be audited will increase from 1,759 in fiscal 
1959 to 2,388 in each of the fiscal years 1960 and 1961. With existing staff ap- 
proximately 1,300, or 54 percent, of the reports filed each year can be processed. 
Even so, it has been virtually impossible to resolve report audit findings with 
field auditors and carriers. It is anticipated that substantially greater coverage 
can be made in the audit of carrier reports in 1961 by increased utilization of 
data processing equipment and procedures. The increase here recommended is 
primarily in the area of resolving report audit findings. (One new position 
requested. ) 

(c) Technical services.—There has been a sharp imcrease in requests from 
other Board components for technical assistance and accounting services. Dur- 
ing 1959, for example, 3,500 man-hours, an increase of 3,000 over those expended 
in 1958, were required to service such requests. The increased demands for 
technical services reflect largely growing needs for assistance in developing air 
carrier costs by different classes of service, different classes of operations, 
and different classes of traffic. The program for fiscal 1961 is to provide for 
furnishing the Board and its operating staff with cost findings and other tech- 
nical accounting services on such basis as will expedite resolution of cases and 
problem areas. Here, again, it is planned to utilize data processing to the 
fullest extent. (Two new positions requested. ) 

(d) Data (JBM and electronic) processing.—At the present time the Board’s 
IBM equipment is virtually monopolized for processing the passenger origina- 
tion-destination traffie surveys. During 1959 an electronic computer (LGP-30) 
was acquired on a rental basis and has been applied initially in the arithmetic 
verification of form 41 reports filed by the carriers. During 1960, under a reim- 
bursement agreement with the Bureau of Standards, the processing of the 
origination and destination surveys will be programed on Buresu of Standards 
electronic equipment and will result in the production of five origination and 
destination reports per year instead of the present two. It is estimated that the 
transfer of the origination and destination work to the Bureau of Standards will 
free approximately 40 percent of the present machine processing capacity and 
accordingly it is planned to program additional work on the machines which is 
now being prepared manually both in OCAS and in other offices and bureaus. 
The new work proposed includes processing of accident statistics for the Bureau 
of Safety. (Four new positions requested.) 


7. Statistical and research activities 


(a) Technical assistance.—The number of requests for technical assistance 
related to specific cases received from other offices and bureaus of the Board 
has inereased very substantially during recent months. Approximately 20 
percent of the staff’s time was expended on such requests during 1959. Both 
the number and scope of such requests are expected to continue to increase. 
For example, at the present time assistance to hearing examiners is being pro- 
vided to the extent possible only at the decisional phase of the proceedings. 
Additional assistance at earlier phases has been proposed by the examiners in 
order to speed up large proceedings currently underway—the reopened Pacifie 
Route case and the Southern-Transcontinental Route case. Such assistance 
cannot be provided with the present staff even if the present 8- to 12-month 
lag in so-called regularly published financial and traffic reports is allowed to 
worsen. (Four new positions requested. ) 

(b) Statistical reporting —There is now an 8- to 12-month lag in the regu- 
larly published financial and traffic reports due both to inadequate staff and 
to diversion of available staff to special high-priority assistance projects. Lit- 
tle time is available for planning of the reports to keep abreast of the indus- 
try developments, for resolving problems arising from incorrect or abnormal 
reporting or for developing processing procedures and schedules for timely 
completion of the statistical products. The program proposed for 1961 is 
foeused on production of more timely statistical reports with increased quality 
and usability. Particular attention will be required to eliminate deficiencies 
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in the collection, evaluation, and production of traffic origination-destination 
Statistics. The specialized nature of the origination and destination Statistics 
and the continuing new developments and expanding activity in this work 
area; the recent revision of the domestic origination and destination survey 
to a continuous sample method, permit‘ing for the first time urgently needed 
publication of both seasonal and annualized data; the planned revision of the 
international origination and destination survey; the recently inaugurated 
collection of domestic traffic flow data needed to study the effects of jet Services 
on specific markets; and future needs for air cargo origination and destina- 
tion all indicate an urgent need for strengthening the origination and destina- 
tion function. Further, the responsibilities of OCAS in international] activities 
include participation in the statistical program of ICAO and in the airport and 
air navigation facilities user program of that organization. In this connec. 
tion, a panel of experts, representing the various ICAO member States has 
been designated to study the feasibility of developing a coordinated world. 
wide origination-destination passenger traffic survey. The scope and volume of 
international activities have increased to such an extent that the burden can 
no longer be carried without additional staff. (Four new position requested.) 


8. Safety activities 


The recommendation is based on PN-13, the Board’s request to FAA to in- 
vestigate nonfatal small plane accidents, continuing in effect through 1961, 
The increase in staff applies principally to air carrier accidents and reflects 
the substantially increasing number of man-hours required to complete an acci- 
dent investigation involving the novel and complex problems encountered 
with respect to turbine engine aircraft. In this connection, it is also neces. 
sary to provide additional training of staff in the technical and operational 
developments, particularly those involving turbine engine aircraft. Also, to 
reduce the large accumulation of uncompleted small plane accident reports 
awaiting analysis and determination of probable cause. (12 new positions 
requested.) 


9. Legal staff activities 


The workload is expected to continue to increase in 1960 and 1961. The 
opinion-writing workload is related primarily to the number and difficulty of 
economic and safety appeal cases heard by the Board’s hearing examiners. 
Forecasts in this area indicate that the steady rise in economic cases will 
eontinue throughout 1960 and 1961, in spite of some decrease in safety appeals 
eases. Although the caseload in the litigation and research area is not expected 
to change materially, the increase in complexity and scope of litigation cases 
requires the expenditure of considerably more man-hours to handle each case, 
(Three new pusitions requested. ) 


10. Administrative services 


The increases proposed in other areas will serve to increase the work in 
this area, particularly in the reproduction, fiscal and personnel areas. In 
addition, the just enacted employee health benefits legislation, to be effective 
next July, will also mean increased work in the fiscal and personnel areas. 
(3 new positions requested. ) 


PAYMENTS TO AIR CARRIERS 


The appropriation requested for “Payments to air carriers” in 1961 totals 
$68,984,000. 

The appropriation for 1960 was in the amount of $58,500,000. In addition, 
an unexpended cash balance of $1,895,008 was brought forward from 1959. 
Therefore, cash available for expenditure during the fiscal year 1960 totals 
$60,395,008. 

The payments estimates are based on estimated subsidy accrual. It is the 
subsidy accrual figures—relating as they do, the subsidy to the year in which 
the service is rendered—which provide the most accurate indicator of the level 
of subsidy. The total subsidy accrual for air carrier operations during the 
fiscal year 1961 is estimated at $68,151,000, which is approximately $4,800,000 
above the current estimate for 1960. 

The increase in the subsidy accrual estimates for 1961 relates to the local 
service carriers, as a group, and reflects higher operating costs in accordance 
with current trends, the impact of all new route awards which have been an- 
nounced by the Board and which have been reflected for a whole year or that 
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portion of a year for which the route is, or would be, in operation, the effect 
of new equipment acquired and any additional aircraft for which the carriers 
have specific commitments. 

The Board, in October 1959, instituted a proceeding concerning the trans- 
portation by air of nonpriority mail into an increasing number of areas both 
within and outside of the continental United States. The establishment of 
rates for such nonpriority mail will, among other things, affect subsidy require- 
ments as the proceedings will include full consideration of means of utilizing 
the unused capacity of local service carriers on an economically sound basis. 

In constructing the current payment estimates for 1960, a deficit of $625,000 
was indicated. However, in view of the many variables involved, no request 
for a supplemental appropriation for 1960 is being made at this time. Instead 
a line entry, for the local service group, has been inserted in the payment tables 
reflecting a delay in the making of such payments until 1961. However, there 
are other factors not reflected in the estimates having potential subsidy impact 
in 1960, 1961, or in both years, including possible requirement for subsidy by the 
two Hawaiian carriers, Panagra and PAA (for past periods) ; the effect of a 
class rate, the outcome of rate of return cases, and the timing of issuance of 
final rates. 

While it is not now possible for the Board to estimate the outcome of these 
factors, in terms of subsidy requirements, it must point out the possibility that 
their outcome may necessitate a request at a later date for additional subsidy 
funds in either or both of the fiscal years 1960 and 1961. 


Mr. Tuomas. This covers your summary highlights, and it is an 
excellent statement. 

Mr. Durrer. Thank you, sir. 

Mr. Tuomas. You state that— 


the Civil Aeronautics Board is an independent regulatory commission, respon- 
sible for regulation of the economic aspects of U.S. air carrier operations, both 
domestic and international, and investigation and analysis of accidents involv- 
ing civil aircraft. 

It is pretty well put. 

You are requesting for “Salaries and expenses,” $7,600,000 and 
which is an increase of $675,000 over 1960; is that correct? 

Mr. Durrer. Yes, sir. 

Mr. Tromas. Your duties are expressed very well on the bottom 
of page 2. 

Neither the 1960 estimates nor the 1961 estimates include any provision 


whatever for the investigation of nonfatal, small plane accidents which, al- 
though a Board responsibility, is being performed by the FAA. 


You state that the Board as well as the industry is faced with tre- 
mendous responsibilities. 

I will tell you that word “tremendous” responsibilities is in every 
other line of these justifications. 

You state on page 5 of the justifications as follows: 

The Board, as well as the industry, is faced a tremendous responsibility, 
for if the proper environment fails to develop, the jets could have a disastrous 
economic effect on the industry and run the air carriers into the red faster and 
deeper than has ever before been possible. Whole new concepts are being 


required in routes, rates, operating methods, and in fact all of the other areas 
of the Board’s regulatory activities. 


You further say as follows: 


For example; a few years ago, the basic issue in a typical route proceeding 
was whether a community should receive air service. 

Mr. Yates. What does that phrase “proper environment” mean ? 

Mr. Tomas. I do not know. 

What concept do you use now ? 
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Mr. Durree. What is the question ? 
BASIC ISSUES IN ROUTE PROCEEDINGS 


Mr. Tuomas. You say the basic issue in a typic al route proceeding 
was whether a community should receive air service. 

What is the yz ardstic k you use now ! ? 

Mr. Durree. [ think that is dealt with in the next paragraph, Mr, 
Chairman. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. You further state on page 5 as follows 

As the air service pattern has developed, the more important issues involved 
in a route proceeding are now concerned with how and to what extent air 
service to a community, already receiving service, should be expanded to better 


serve the Nation’s commerce, the community, or other communities, and the 
economic effect on the respective carriers involved. 


Lord, bless the little carriers. Do not let them lose any money. 

You further state: 3 

The number of communities and the interrelationship of the numerous issues 
involved requires handling on an area basis. As the route and service pattern 
further develops, it must be anticipated that both the geographic area and the 
economic factors involved will also increase. 

You are not apparently concerned with the smaller communities, 
but you seem to address yourself here to the larger communities. 

You talk about these many factors. I do not know how they have 
changed basically since the last 15 or 20 years. 

Mr. Durrer. Mr. Chairman, I think what we are trying to address 
ourselves to here 

Mr. Tuomas. I think it would be more accurate to say every time 
you want to change your route everyone in the business comes in and 
either wants a part of it, or objects to the other fellow getting a part 
of it. It ties up your hearing examiners, your staff and - your commu- 
nications and it takes weeks and months to work it out. 

There is the complexity of it. 





ADEQUACY OF SERVICE 


Mr. Durrer. I think, Mr. Chairman, the basic question that we are 
moving into now is that m the route ee of this country there 
are few communities in this « ‘ountry which as far as trunkline service 
is concerned do net now have competitive trunkline service. The 
question now is, Is that service adequate? If it is inadequate, how can 
you remedy it? 

Can you do it by changing a route carrier, or do you do it by inquir- 
ing and investigating the cases involvi ing the adequacy of the service 
provided by the carriers themselves ? 


I might say in that area, Mr. Chairman, this Board has consistently 
asked 





Mr. Tuomas. That is when they all move in and say, “We want this 
business.” 

Mr. Durfee. That.is one thing. 

If service is inadequate, the Board has two w ays to correct it: One 
is to put another carrier in. As of now, I think the carriers of this 
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country are confronted with decreasing load factors even now with 
the introduction of jets. The load factors are going down. You can 

ut in three or four or five carriers, or you can inquire as to whether 
the carriers that are there should not be required to provide more ade- 
quate service—— 

Mr. THomas. What is so difficult about that ? 

Mr. Durrez. Mr. Chairman, the difficulty is this 

Mr. THomas. You use pages talking about it being difficult. 

Mr. Durrer. I want to answer your question. 

This Board has consistently asked the Congress for the power to 
impose civil penalties. The only way we can do that if we found 
that service at Podunk was inadequate is to revoke the certificate of 
that carrier. We can direct them to do such and such, and we can 
say do this or that, but do not have the power to enforce it. We have 
asked for the power to impose civil penalties. 

Mr. OstertaG. What would that be? 

Mr. Durrer. If the Board were to set a minimum standard of 
service required for a certain community, the carrier serving that 
community, if it did not comply with it, I think it would lie well 
within the realm of reason for the Board to conduct a proceeding to 
find out whether the carrier had in good faith attempted to provide 
it, and if not, the Board could levy a penalty. 

Mr. Yates. What do you mean by a “penalty” ? 

Mr. Durrer. A civil penalty. 

Mr. Yates. What? 

Mr. Durree. Cash. 

Mr. Yates. You are going to fine them ? 

Mr. Durrer. Yes, sir. 

Mr. Yates. But, do you not have the power to suspend them now? 

Mr. Durrer. No, sir. 

Mr. Evins. I would like to ask a question at this point. 

Mr. Durreer. I think we have the power to revoke their certificates. 

Mr. Osterrag. That is quite a power; is it not? 

Mr. Durree. It is a pretty drastic power. 

Mr. Osterraa. Certainly it is. But, how about the competitive 
angle? If it is a line which does not provide adequate service and 
there is a need for more, other lines would seek the right to be cer- 
tificated to travel the same routes? 

Mr. Durrer. That happens, yes, sir. 

Mr. Osrerrac. That is, of course, a threat over their providing 
adequate service; is it not? You have the right to grant additional 
certificates to other lines? 

Mr. Durrer. If I may say so, this does not work out quite that sim- 
ply, because what happens is—I am not going to particularize as to 
any airlines—these airlines are a pretty highly competitive group. I 
will merely point out, for instance, one major trunkline. Let us take 
this one major trunkline route. We had two carriers. The service 
was inadequate, and we put in a third carrier. What happened was 
that the two carriers on the route were using both the equipment that, 
perhaps, if they had bought it in the first place, they would not have 
had this case at all. 

Mr. Tuomas. The best treatment for a monopoly is to give that 
monopoly a little competition. That always improves the service. 
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Mr. Evins. All of the big carriers, and all the big airlines do not 

vant anyone horning in on their business. They oppose every one of 
these new innovations or even the suggestion that they provide feeder 
service to the major airlines. 

If they were long-sighted in their point of view, I believe they would 
find that the feeder service would increase their volume of business 
as well as income, but yet they oppose it. They want the status quo, 
and no more. 

Mr. Tuomas. This is an interesting statement : 

The Board, in carrying out its responsibilities, is directly concerned with 
economic and safety considerations involving a total of 238 air carriers, inelyd- 
ing 55 certificated U.S. air carriers, 48 supplemental carriers, 65 foreign-flag 
carriers, and 70 air freight forwarders. 

How many planes do they operate ? 

Mr. Baxxe. 1,861, plus 23 helicopters, but this does not include 
foreign air “arrie Ts 
Mr. THomas. 2,04 10 planes ? 

Mr. Bakke. Y es, Sir. 


SALARIES AND EXPENSES 
Mr. Tuomas. Let us look at your “Salaries and expenses.” 
SUMMARY OF REQUIREMENTS 


At this point in the record we shall insert page 16 of the justifica- 
tions. 
(The page referred to follows :) 


Summary of requirements 


Appropriation, 1960__..._- enetioennees npenmennal seinen ; ean all ; 
SID I TI i os nv orve ormsipattbaieadads Debbi cidenehaed diab bbhdb Senddedadodbive mele ‘ ‘ ae 6, 925, 000 
Net difference—1961 over 1960: 


Requirements } Difference 
ee increase (+ 
} or decrease 
| 1960 adjusted | 1961 estimate ( 


| 


i 


Moomomle CegMtion.. ... <..<<ncnececscucncocen | $3, 928, 000 $4, 375, 000 +-$447, 000 
Safety activities : onal 1, 308, 000 | 1, 478, 000 | +170, 000 
Board adjudication, executive ‘and legal | 
staff activities leiedeso 1, 084, 000 1, 117, 000 +33, 000 
Administrative services activities._.__-._- 605, 000 630, 000 +25, 000 
Gross requirements...........-- ean 6, 925, 000 | 7, 600, 000 +-675, 000 675, 000 
ee een OE IN TON a 6 hin cn cn cccnnonde cove dadwnbowesisbtbecd 7, 600, 000 


Mr. Tuomas. You break your request down here as follows: 
Economic regulation, $3,928,000, and you want an increase of 

$447 000 for this: year. 

Safety activities, is in the amount of $1,308,000 for 1960 and you 

rant to increase it by $170,000. 

Board adjudication, executive, and legal staff activities, for 1960, 
is $1,084,000, and you want an increase in that activity of $33,000. 

Administrative services activities is $605,000, in 1960, and you want 
an increase of $25,000. 
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You have an overall increase requested of $675,000 which gives 
a total of $7.6 million against $6,925,000 for last year. 


You are seeking 74 additional jobs this year. How many will that 
give you! 
Mr. Juuiana. A total of 840, sir. 


“CONOMIC REGULATION 


OPERATING AUTHORITIES AND Pra CTICES 


Mr. Tuomas. Economic regulations: Mr. Reporter, put page 20 in 
the record. 


(The justification page referred to is as follows:) 
SUBACTIVITY 14. OPERATING AUTHORITIES AND PRACTICES 


I. PURPOSE OF WORK 


To recommend action on matters relating to the authorization of routes and 
other services required by the scheduled air carriers, and the authorization of 
supplemental, charter, and indirect air carrier services, and agreements between 
air carriers, thereby providing for air route and service patterns, both domestic 
and international, which will further the economic soundness of the air trans- 
port industry; to assure proper competitive relationships in the aviation in- 
dustry ; to minimize the need for Government financial support; to maintain the 
quantity and quality of services required by the public, the postal service, com- 
merce, and the national defense; to assist in the economic integration of new 
and improved equipment and the development of new types of traffic and 
services; and to assure sound and economic supplemental classes of air trans- 
portation services through the regulation of such carriers and activities as: 
irregular and supplemental air carriers, air freight forwarders, air taxi opera- 
tors, transatlantic and other charter services, and noncommon carriage flights 
by foreign-registered aircraft. 


II. FINANCIAL REQUIREMENTS 





Average Obligations 
Permanent| number |_ aguas a neal let atiale 
positions of all | 
employees | Personal | Nonsalary | Total 
| services | items 
Ls ete ery olceebite tive AOS 
Pe ee - 
Actual, 1959_- abel 85 | 81.5 | $610, 804 | $84, 819 $695, 623 
Estimate, 1960 r 89 | 86.8 | 649, 400 92, 600 742, 000 
Estimate, 1961 | 105} 100.1 742,800} 113,200 | 856, 000 
Is Increase, 1961 over 1960. | 16 13.3 93, 400 20, 600 | 114, 000 





The increase requested will be directed almost exclusively to the solution of 
two very critical problems in the activities herein described: (1) To retard the 
significant accumulation of formal proceedings involving applications from U.S. 
carriers affecting both domestic and international operations and in subsequent 
years to reduce this accumulation to less serious and more manageable propor- 
tions; and (2) to process new applications involving formal hearings which are 
expected to increase during the current fiscal year and the fiscal year 1961. 


Mr. THomas. In 1960 you have 89 people. You want to increase 
itto 105. This is to maintain quantity and quality of serv ice required 
by the public, postal service, and national defense, to assist in the eco- 


nomic ledeuration of new and improved equipment. Just what does 
this group do? 


Mr. Durrer. The authorities and practices, sir ? 
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Mr. Tuomas. Yes,subactivity 1 here— 


To recommend action on matters relating to the authorization of routes and 
other services required by the scheduled air carriers and the authorization of 
supplementals, et cetera. 

{xactly what do they do? 

Mr. Durrer. Under “Operating authorities and practices,” pages 90 
and 21, first, in the area of routes, we have made an analysis of that: 
in the area of special authorities on page 24, our analysis is there, 

Mr. Tuomas. Go ahead. 

Mr. Durree. Do you want me to continue / 


ORGANIZATION OF BUREAU OF AIR OPERATIONS 


Mr. Tuomas. Is this part of the Bureau of Air Operations? 

Mr. Durree. The Bureau of Air Operations; yes. 

Mr. Tuomas. How many divisions do you have in the Bureau of 
Air Operations ? You have your Routes Divisions, Spec ial Authori- 
ties, Rates Division, International Division, and you have a couple of 
them here, Liaison for Alaska, et cetera. 

Mr. Durrer. Yes, sir. 

Mr. THomas. What is the total employment in the Bureau 

Mr. Durrer. Total employment now is 191. We are asking to in- 
crease this to 219, an increase of 28 positions. 

Mr. Toomas. 191 plus 28. 

Mr. Durree. Yes, sir. 

Mr. Tuomas. What is the exact need for this? In rates you want 
to go from 77 to 86. In the International Division you want to go 
from 17 to 20. In your Special Authorities you want to go from 30 
to 5 

In your Routes Division, the one we have under consideration now, 
you want to go from 46 to 58. 

In your Direction Bureau you have an 18, three 17’s and one 15, 
You have a total of 19 out of 191. 

In your Routes Division you have one 16, two 15’s: Special Authori- 
ties Division you have a 16 and one 15; Rates Division, you have a 16 
and two 15’s, and a 14; International Division, you have a 16 anda 15, 

Are you using this talent to the best advantage without imereas- 
ing it? 

Mr. Dourrer. As Chairman of the Board, I would say we are, If 
you want to go into specifics as to how it’s being used to the best ad- 
vantage, I think the Hinder of the Bureau who is responsible for 
this, Mr. Mulligan, can answer your question. 

Mr. THomas | (reading) : 


The increase requested will be directed almost exclusively to the solution 
of two very critical problems in the activities herein described. (1) To retard 
the significant accumulation of formal proceedings involving applications from 
U.S. carriers affecting both domestic and international operations and in sub- 
sequent years to reduce this accumulation to less serious and more manage- 
able proportions; and (2) to process new applications involving formal hear- 
ings which are expected to increase during the current fiscal year and the 
fiscal year 1961. 


What is the nature of the applications, extension of routes or new 
routes ? 


Mr. Mutuican. Both, Mr. Chairman. 
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Mr. Tuomas. By the big carriers, or the feeder lines? 

Mr. Muuuiean. Both. 

Mr. Tuomas. What is your backlog ? 

Mr. Munz1ican. At the beginning of the current fiscal year we had 
a total of 919 on hand and in process. 


CERTIFICATE APPLICATIONS FILED 


Mr. Tuomas. Certificate applications received during the year 1959 
is 196. You estimate it will be 271 this year and 291 next year. How 
many did you receive the first 6 months of fiscal year 1960? 

Mr. Muiuican We do not have the exact figure, Mr. Chairman. 
We will be glad to furnish it. 

(The information referred to follows :) 


CERTIFICATE APPLICATIONS FILED 


During the first half of the current fiscal year, a total of 92 certificate ap- 
plications were received. The budget estimate for the full fiscal year 1960 is 
271. In this connection, it is pointed out that, typically, filings in the last 
half of the fiscal year are substantially greater than in the first half. It is 
expected that this will be true in the current fiscal year. 

Mr. Tuomas. Certificate applications on hand at the end of the 
ear 1959, 919; 1,029 in 1960. Are these all cases that go before your 
earing examiner or can they be disposed of: What part of them can 

be disposed or without going through a hearing ? 

Mr. Mu.uican. These to which you refer, sir, all of them involve 
hearings. 

Mr. THomas. All involve hearings? 

Mr. Moutuiean. Are you on page 22, Mr. Chairman ? 

Mr. THomas. Yes. That is what I am reading from. 

Mr. Mutiican. The informal route and service applications re- 
ceived is shown as 210, 245, et cetera. Those typically are handled 
without hearings. Those are exemption applications which do not 
involve hearings. 

Mr. THomas. You have gotten informal adequacy-of-service com- 
plaints, informal route and service. Most of your work here is in- 
formal. Your foreign air carrier and certificate applications received 
during the year are included. Perhaps there is your big workload, 
271 you estimate for 1960. 

Mr. Mutuican. That is right. 

Mr. Tuomas. Are they the only ones that go before a hearing 
examiner ? 

Mr. Mutuican. No, sir. The 271 go to hearing examiners. 

Mr. Tromas. How long will it take you to dispose of the 271 cases? 

Mr. Motuican. With an output of around—— 

Mr. Tuomas. How many of them did you dispose of, say, in fiscal 
year 1959? 

Mr. Muunican. We disposed of 361. 

Mr. THomas. You did not receive but 196, did you? 

Mr. Mcutiean. Yes, sir. In 1959—wait a minute. I am looking 
at a different chart. 

Mr. Tuomas. These are your figures, not mine. 
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Mr. Mutiiean. You are correct, sir; 196 were received. 

Mr. Tuomas. You disposed of 300. 

Mr. Mutuican. We disposed of 361 during 1959. We had a big 
backlog. : 

Mr. THomas. You were “cooking on the front burner,” were you 
not? 

Mr. Mutuican. We were trying to. We had a big carryover from 
1958 into 1959. 

Mr. THomas. You are talking about certificate applications? 

Mr. Mcuuiean. Yes, sir. 

Mr. Tuomas. Those are the big ones. I am not talking about the 
informal ones. That seems to be about three-fourths of your load, 

Mr. Muuuiean. I am talking about the for mi ul proceedings; yes. 

Mr. Tuomas. How long would you say we're behind? W hat is 
the length of time it takes to dispose of one of these formal cases? 
It is hard to generalize, I realize. 

Mr. Mctuiean. It is very difficult to generalize. 

Perhaps the chief examiner has something to say about this. 

Mr. Tuomas. Off the record. 
(Discussion off the record.) 


HEARING ACTIVITIES 


Mr. Tuomas. Mr. Brown? 

Mr. Brown. You have asked the “$64 question” in an attempt to 
get an average. 

Mr. Tuomas. What is your best guess? 

Mr. Brown. In the simple case an examiner with a very simple 
record we can finish within a month. 

Mr. Tuomas. The examiner can take the testimony, study his 
record, and make a recommendation ? 

Mr. Brown. That is in the simple case. 

Mr. Tuomas. Don’t pick out the tough ones. Pick out an average 
case. 

Mr. Brown. Six to eight months. 

Mr. Tuomas. That would be an average case? 

Mr. Brown. Yes, on the average case. I am starting from the 
prehearing conference to his decision. 

Mr. Tuomas. How many examiners do you have, 24? 

Mr. Brown. Twenty-four, sir. 

Mr. Tuomas. You have a staff of how many, with your helpers 
and your clerks, et cetera, your advisers ? 

Mr. Brown. We have 67 in our Bureau. They are not all working 
with the examiners. That includes the Docket Section. 


DOCKET AND INDICES SECTIONS 


Mr. Tuomas. You have 13 in your Docket Section and 4 in your 
Indices Section. 

Can’t we get rid of that Indices Section? Do you think anybody 
except a few lawyers around here are going to read all these decisions 
that these distinguished Board members make? If I get what I 
want, I am not going to read the decisions. 

Mr. Brown. We have to. 
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The examiners definitely use them. 

Mr. Tuomas. What are you going to do with the 13 people in 
there? You have a clerk’s office there bigger than the U.S. district 
court. 

Mr. Brown. In the Docket Section they have a tremendous job. 

Mr. Tuomas. What do the 13 do? 

Mr. Brown. Clerical personnel, receiving documents, serving the 
formal decisions. 

Mr. Tuomas. I have one file clerk who takes care of about 40,000 
or 50,000 files. Some of them are 20 or 25 years of age, but we will 

ut that down on the worksheet, too. 

Maybe she will look at 25 or 30 a day. How many do your people 
look at a day? Would it be more than 25 or 30 pieces a day ? 

Mr. Brown. Yes, sir. 

Mr. Tuomas. What is the best figure you think they will handle? 
You gave us some figures of coming in and going out, when you re- 
ceive the case and close it. You add the two figures up. That made 
apretty big figure. I couldn’t quite follow it. 

Mr. Brown. You have both sides. You have the receiving the 
docketed pleadings, all go through the docket section, the various 
dockets that are filed. 

Mr. Tromas. That is the easiest part of it, when it is closed ? 

Mr. Brown. When it is closed, then is the problem of service, re- 
cepit of various documents that come in, It is a clerical job. 

Mr. Tuomas. Is the indices branch under your jurisdiction, too? 

Mr. Brown. Yes, sir. 

Mr. THomas. Four people are there? 

Mr. Brown. That is right. 

Mr. Tuomas. They are compiling the decisions of the Board? 

Mr. Brown. No, sir. What they are engaged in is preparing for 
printing the bound volumes of the Board and in addition preparing 
an indexed digest for the use of the Board, its staff and for gen- 
eral practitioners. 

Mr. Tuomas. Is that necessary ? 

Mr. Brown. I think it is. 

Mr. Tuomas. Couldn’t you put some people in the rate case and 
safety section or have them over there? I would like to read the 
judge’s decision, but as I said a while ago, if I get what I want, I 
am not going to both about reading that decision. How many peo- 
ple read those decisions outside of a few transport lawyers? 

Mr. Gurney. Hundreds and hundreds. 

Mr. Tuomas. Thank you, Judge. 

Mr. Brown. Yes, sir. 


TECHNICAL ASSISTANTS 


Mr. Tuomas. You need a couple of more trial examiners? 

Mr. Brown. We did not ask for trial examiners, Mr. Chairman. 
What we asked for was technical assistants. 

Mr. Tuomas. Beg your pardon. What part do the technical as- 
sistants play to your examiners? They are bound to take a tremen- 
dous load off of them, aren’t they ? 

Mr. Brown. That was our feeling. 

Mr. Tuomas. Explain how you do it. 
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Mr. Brown. We hoped the technical assistants would be lawyers, or 
statisticians, to enable the examiner to devote more time 

Mr. Tuomas. We can reduce the judge’s legal time when we put 
those on, can’t we ? 

Mr. Brown. No, sir. 

Mr. Tuomas. Isn’t that so, judge? 

Mr. Stone. That is not so, sir. 

Mr. Tuomas. Are those gentlemen lawyers, Judge? 

Mr. Stone. It isa different function entirely. 

Mr. Tuomas. Are they lawyers! 

Mr. STone. i hatattanioente 

Mr. Brown. We would contemplate lawyers and economists or 
statisticians, Mr. Chairman. 

Mr. Tuomas. If you get statisticians and economists we are getting 
over into two or three more sections over there. We have got some of 
those sections further over here as well as I remember. 

Mr. Brown. They also assist us. 

Mr. Tuomas. What about rates and fares? Those rates are a little 
high, aren’t they ? 

You are talking about something we understand now. 

Mr. Yates. They sure are between here and Chicago. 

Mr. Tuomas. I find it more economical to walk. 

Mr. Durrer. Are you referring to trunkline passenger rates? 





JURISDICTION OVER OVERSEAS FARES 


Mr. Tuomas. How much jurisdiction do you have in setting rates 
flying overseas? 

Mr. Durrer. We have no jurisdiction except negative jurisdiction. 

Mr. THomas. When they leave New York and get overseas, you 
have no jurisdiction ¢ 

If the flight originates in New York, you don’t have any juris- 
diction ? 

Mr. Durrer. We have no jurisdiction over the regulation of rates 
in the international air commerce. 

Mr. Tuomas. I was afraid that was the answer. 

Mr. Durrer. We have requested such legislation. 

Mr. Tuomas. Sir? 

Mr. Durree. We have consistently requested such legislation. 

Mr. Tuomas. What jurisdiction do you have over U.S. fliers after 
they get out of continental United States? 

Mr. Durree. In rates? 

Mr. Tuomas. Anything. You do not have any jurisdiction over 
them when they are in continental United States. 

Mr. Durrer. We have jurisdiction over our own carriers when 
they are flying in international air operation. 

Mr. Tuomas. That is what I was asking. 

Mr. Durrer. Yes, we do. 

Mr. Tuomas. Do you set those rates ? 

Mr. Durrer. We do not set the rates, no. 

Mr. Tuomas. Here is a line that is flying from here to England, a 
U.S. carrier. You set the rates, don’t you ? 

Mr. Durreg. No. 
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Mr. Tuomas. How do you arrive at the rates? 
Mr. Durrer. This whole international rate structure, by common 
ment between all the countries involved, is fixed by an interna- 
tional organization known as IATA. ; 

Mr. Tuomas. You cannot do a thing in the world about it? 

Mr. Durrer. Our carriers come to the Board before they go to the 
IATA meeting. 

The Board says, “We think you ought to have more economy flights; 
we think you ought to have more tourist flights. We don’t think there 
should be any jet differential.” We give them a broad idea of what 
the Board thinks should be done in the area of international rates. 
They go into this conference as our carriers. We in no way participate 
in international conference of IATA. ‘They work out an agreed rate 
in which all carriers participating in this [ATA conference will com- 

ly. They then come back to us. The only final power that the Board 
S in this area is to say, “Well, we think these rates are going to be 
toohigh. If we do have any agreement with you as a carrier or group 
of carriers under the act, it is subject to our power to disapprove the 
agreement. We cannot tell you what the rates should be, but we can 
say we will not approve this agreement.” 
fr. TtHomas. Have you approved any of those agreements there 
by knocking down the rates on international travel ¢ 

Mr. Durree. Not since my time; no, sir. 

Mr. Tuomas. Do you recall any, Mr. Gurney ? 

Mr. Durree. In 1957 the 5 percent temporary increase was dis- 
approved by the Board. 

r. Tuomas. Did the international group accept it ? 

Mr. Durrer. I guess it was accepted. 

Mr. Roth ? 

Mr. Rorn. Mr. Chairman, I believe that approximately one year 
ago the Board disapproved an increase in first class fares from the 
West Coast of the United States to points in the Pacific, such as 
Tokyo, and as a result of that disapproval the increased fares never 
went into effect. The previously existing fares remained as they 
were. 

Rates AnD Fares 


Mr. Tuomas. Put pages 28 through 33 in the record. 
(The pages referred to are as follows:) 


I, PURPOSE OF WORK 


To recommend rates, rate structures, and related practices and services of air 
carriers, including determinations of subsidy and of rates for carrying United 
States air mail, and approval of Government guarantees of loans to air carriers 
for purchase of modern aircraft. 
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Il, FINANCIAL REQUIREMENTS 


ee  _—. 0 ]0 








Average Obligations 

Permanent} number ioledbionmctod 

positions of all FG WERE. : 
employees | Personal | Nonsalary Total 
services | items 

scctthignaptigueaanannenedindignaeigeetinentndaeiiiitls 
Actual, 1950...........-.------------------ 83 79.4 $606, 527 | $64, 080 70, 607 
Estimate, 1960.....-.-- Se re 83 81.3]  687,500| 70,500| 708 0 
Estimate, 1961.....--..--. nphitilousseeaieed 92 88. 5 684, 500 | 83, 500 768, 000 
Increase, 1961 over 1960..-..--------- 9 7.2} 47,000] — 13,000 60, 009 








The increase in the number, scope, and complexity of rate and fare proceed. 
ings and carrier tariff filings necessitates an increase of 9 positions to (1) proe. 
ess rate and fare cases on a relatively current basis; (2) reduce the number of 
unprocessed rate cases on hand; (3) perform the additional workload involved 
in the guaranteed loan program; and (4) accept or reject tariff changes within 
the statutory (30 days) limit. 


Ill, NATURE OF WORK AND SUMMARY OF SITUATION 


The Board's rate, fare, and guaranteed loan activities are performed primarily 
by the rates division, Bureau of Air Operations, and fall into three categories 
which, with the number of positions assigned, are as follows: 





Actual, 1959 Estimate, 1960 | Estimate, 1961 | Increase, 1961 
} over 1960 











Posi- |Average| Posi- |Average} Posi- |Average| Posi- |Average 
tions jemploy-| tions |employ-| tions jemploy-| tions jemploy- 








ees | ees ees | @@s 
| =}, =4+_} =." 
1. Commercial rates. ee 21| 2.7 22) 21.5 2% | 24.7 | 4} 32 
2. Mail rates... eae 44| 41.0 41 40. 2 44 2.6 3 | 24 
3. Tariffs... ES is] 17.7 2 | 19.6 22| 21.2] 2! 16 
Rehan) ek SUE APE) 83 | 79.4 83 | 81.3 92] 88.5 9 7.2 





The above work areas are explained in the following paragraphs: 
1. Commercial rates: 


Commercial rates involves all aspects of ratemaking, other than the establish- 
ment of the compensation for airmail service and subsidy. Included are pro- 
ceedings concerning domestic passenger fares, cargo rates, and international rate 
matters. Commercial rate matters are of critical importance to the public, the 
carriers and the national interest particularly at this time and for the next sev- 
eral years because the U.S. carriers are engaged in the transition to turbojet 
aircraft, involving capital outlays without precedent. None of the trunkline 
carriers is receiving Government subsidy, thus placing major emphasis for their 
financial well-being on the level and structure of their passenger fares and cargo 
rates. The commercial rate responsibilities are carried out through statements 
of general policy and program objectives prepared for the Board; by processing 
through informal and formal hearing procedures all cases involving any aspects 
of rates as well as complaints involving the terms and conditions of air carriage 
and the carriers’ practices relating thereto, and by preparing recommendations 
for Board action on new rates, fares or charges which pose questions (some- 
times raised by formal complaint) of policy and lawfulness. 
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There are shown below some of the more significant items of workload: 

















Actual 1959 Estimate Estimate 
1960 1961 
; 
al proceedings: 
ved tia 41 45 50 
ES ee ee ee a 41 | 45 50 
On hand at end of year____........__- 5 anekaSaseesscesss 28 | 28 28 
Informal matters processed during the year-.-........-.------ 78 | 86 95 
IATA agreements processed during the year_.............-..- 745 | 820 966 


The commercial rates workload includes (1) the processing of the domestic 
passenger fare structure investigation; (2) the cargo rate investigation; (3) 
the review and analysis of IATA agreements which involve fare and rate matters 
on a worldwide basis; (4) the analysis and presentation of recommendations 
to the Board with respect to new tariff filings which present substantive prob- 
lems regarding fares, rates, rules, and related matters; (5) the processing 
through the formal hearing procedure of fares and rates which raise problems 
with respect to their lawfulness; (6) the processing of IATA resolutions with 
respect to conditions of carriage which govern the rights of shippers; (7) the 
investigation of cargo tariff rules concerning air cargo liability; (8) the investi- 
gation of seating standards as regards the jet aircraft types; (9) questions 
concerning military charter rates; and (10) the investigation of family fare 
plans. 

Since this period will see the acceleration of commercial jet aircraft opera- 
tions, both domestically and internationally, many of the commercial rate matters 
which come before the Board will involve entirely new problems and require 
entirely new solutions. The basic framework of the present passenger and cargo 
rate structures will necessarily be critically and carefully reviewed. Each of 
these items is critical to proper development of air transportation by broad 
segments of the industry, in the public and the national interest. 

The trunkline industry is free of subsidy and depends for its financial health 
on passenger and property revenues during these critical years of transitiom 
to turbojet services. Ags a result, commercial rate proceedings concerning do- 
mestic passenger fares, cargo rates, and international rate matters, are increas- 
ing in number, scope, and complexity. Although the general passenger fare in- 
vestigation is expected to be concluded during fiscal 1960, a substantial volume 
of staff work will remain in connection with fare levels. In addition, the phase 
of the investigation concerning the domestic passenger fare structure, which 
had previously been deferred, will be underway. The transition to turbojet 
aircraft raises many new problems with respect to rates and fares as, for ex- 
ample, the question of differentials for jet service as compared with service 
performed by the piston-powered aircraft. Finally, it is planned that a com- 
prehensive general investigation of air cargo rates, which had previously been 
deferred, will be undertaken. The proposed increase in positions for commercial 
rate activities will permit processing of a greater number of commercial rate 
proceedings and permit needed collateral study of pressing rate problems con- 
fronting the air transport industry, all in the public and national interest. 


2. Mail Rates 


The major work in the mail rates area involves (1) the establishment of rates 
for (a) the carriage of U.S. airmail, pursuant to section 406 of the act, including 
subsidy where needed, (b) the compensatory component of airmail pay, (c) the 
transportation by air of first class mail (i.e., mail other than air mail), and (2 
the approval of Government guarantees of loans to carriers for the purchase of 
the most modern aircraft. 
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There are shown below some of the more significant items of workload for 
which statistics are available: 


————— 
| 





Actual, | Estimate, | Estim 
1959 1960 101” 
iio ichiecteMitiaial eect D 

Final mail rates: 

I i eclaboonamamennia 12 5 8 

Processed during the year_................---- Siar Aeris daiaahei cali 16 18 18 

ET I OEE 43 30 20 
‘Temporary mail rates: 

sept ge ean She al bap RR AR RR OT 19 16 “4 

I ni sntirdoem es ship em asain nisin apie 21 19 16 

Se ee OG ee Sh a ki oh he cttndbbiieeiinoSeisnnal 5 2 0 
Guaranteed loan applications completed during year................ 6 7 6 


The mail rates workload includes (1) continuing review of all subsidy rates; 
(2) reopening of final rates where necessary to avoid excessive subsidy pay- 
ments; (3) the establishment of final mail rates on a current basis; (4) the 
disposition of past period cases involving particularly the Pan American pro. 
ceedings; (5) the processing of applications for Government guarantee of loang 
to carriers acquiring new aircraft; and (6) the review and revision of service 
mail rates for various segments of the industry. 

Loan guarantee applications and the development of refined subsidy standards 
for the smaller carriers are requiring the services of seven persons in mail rates, 
although no additional personnel have been provided for these functions. Asa 
result, the establishment of final subsidy rates for the local carriers, in partieu- 
ular, has been deferred and cases remanded from the court cannot be processed. 

The requested increase in personnel is to expedite the handling of mail rate 
proceedings and reduce the backlog of unprocessed mail rate cases, This will 
result in newly instituted cases being processed on a relatively current basis, 
The increase will also permit the handling of the workload connected with the 
guaranteed loan program without detriment to other aspects of the overall mail 
rate program. 

The 1961 workload includes several cases involving cases involving back 
periods and representing remands from the courts, such as the Pan American, 
American Overseas and TWA proceedings. These cases are complex and will 
consume a larger portion of staff time than many more cases of average diffienlty, 
The guaranteed loan workload is of a continuous nature. Althongh each applica- 
tion is only counted in the workload as one unit there generally is additional 
work thereon as a result of subsequent requests for waivers and interpretations 
from both the carriers and lending institutions. 

The mail rate activities will continue to include the processing of final and 
temporary subsidy cases and matters involving compensation for mail services, 
No decline is foreseen in the number of carriers receiving subsidy in the im- 
mediate future, and, accordingly, no reduction in the number or complexity of 
proceedings is expected in fiscal 1961. The ranid expansion of smaller local 
earriers, and their reeouinpment with more modern aircraft, will recnire more 
intensive effort to maintain the resulting subsidy within reasonable limits. 

In addition to these cases, the staff will be engaged to a significant degree in 
a proceeding instituted by the Roard in October 1959 concerning the transnorta- 
tion bv air of nonprioritv mail into an increasing number of areas both within 
and ontside the continental United States. The establishment of rates for such 
nonnpriority mail will, among other things. substantially affect the subsidy re- 
auirements of the local service carriers since the proceeding will include full 
consideration of anv nroner means to utilize the unused canacity of local service 
earriers on an economically sound basis and thus reduce their subsidy require- 
ments. 


3. Tariffs 


This area involves the review and control of technical aspects of all carrier 
tariffs setting forth the rates, terms and conditions under which persons and 
pronerty are transported by air. 

The principal work in the tariffs area is (1) to analyze promptly and on a 
continuing basis all tariff filings: (2) to identify those tariffs which raise prob- 
lems with respect to the lawfulness of the proposed rates, fares, or rules; and 
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(3) to insure that such tariffs conform to the Board’s economic regulations, 
Special tariff permission applications to make corrections and to establish 
changes in rates, fares, and charges of an emergency nature on less than statu- 
tory (30 days) notice form an important part of the tariff workload. 

Collateral matters processed consist of rejections of tariffs; analyzing and 
acting upon application for free and reduced-rate transportation; review of 
carriers’ manuals of practices relating to exchange of free and reduced-rate 
transportation; trade agreements providing for exchange of transportation for 
advertising; and informal complaints and inquiries relating to rates, fares and 
charges. 

There are shown below some of the more significant items of workload: 


Actual, | Estimate, | Estimate, 








1959 1960 1961 
isin annattaatatt nate tiaa hai -_ lie eee 
Regular tariff filings: 
Received during the year___....____- : al 24, 511 | 25, 000 26, 000 
Processed during the year__........___- 23, 818 | 24, 800 25, 900 
On hand at end of year. see Siendind habhenaieiataaees 1, 471 1, 671 1, 771 
Special tariff permission applications received and processed during 
the year. _-. kicsaamen aban name ance teamed ae sae 1, 035 1, 100 1, 150 
Rejections processed during the year _----.-.-.-.----.-.-...---- 518 525 550 
Exemptions processed during the year Sa alee eee ae ; 46 42 35 





In total, approximately 27,000 tariff matters are expected to be received in 
fiscal 1961. With present staff it is no longer physically possible to make ade- 
quate review of new tariffs, particularly since current tariffs have become 
more complex as they apply to more types of aircraft, more classes of service, 
and an expanded number of carriers. Since, under the law, tariffs take effect 
unless suspended within 30 days, lack of staff for such purposes will result in 
tariffs becoming effective which may be contrary to the public interest. 


Mr. Tuomas. This is fares and rates. The purpose is— 


to recommend rates, rate structures, and related practices and services of 
air carriers, including determinations of subsidy and of rates for carrying U.S. 


airmail, and approval of Government guarantees of loans to air carriers for 
purchase of modern aircraft. 


You are seeking an increase from 83 to 92 people. 


The increase in the number, scope, and complexity of rate and fare proceed- 
ings and carrier tariff filings necessitates an increase of nine positions to (1) 
process rate and fare cases on a relatively current basis. 


They do not post a fare and put it into effect in 30 days without 
your approval, do they ? 

Mr. Durree. Sir, the Board has to suspend it within 30 days. If 
we suspend it we then set it up for investigation and hearing which 
we must dispose of in a total of 180 days. It is a 90-day period which 
can then be extended for another 90 days. 


GUARANTEED LOANS 


Mr. Tuomas. How many people do you have working on loans to 
aircraft carriers and how many loans have you made? 

Mr. Mutuican. We have actually made, Mr. Chairman 

Mr. Tuomas. This is not a loan. It isa guarantee of the loan from 
the financier or the bank. 

Mr. Durree. Yes, sir. 

Mr. Muuuican. There have been in total 9 loans which totaled 
$25.109.000, of which $22,598,000 was guaranteed. 

Mr. Tuomas. By the trunklines or the feeder lines? Who were 
the loans made to? 
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Mr. Mouuuican. The trunklines are not eligible for such loans. Th, 
have been made to the local service carriers. “y 
Mr. Tomas. You mean they weren’t included ? 

Mr. Motuican. No, sir. 

Mr. Tuomas. I thought they were included. Some of them wanted 
it, some of them didn’t. They weren’t included ? 

Mr. Mutuiean. No, sir. 

Mr. Tuomas. It is only the service carriers? 

Mr. Durrer. Mr. Chairman, perhaps you are thinking of the hear. 
ing the Board had as to the trunklines who wanted a guaranteed loan 
for air cargo carriers. This was last fall. 

Mr. Tuomas. I thought they were included. 

Mr. Durree. There is legislation proposed for guaranteed loans for 
the purchase of air cargo, new air cargo aircraft. 

Mr. Tuomas. How many people do you have working in that Divyi- 
sion ? 

Mr. Mutuiean. On guaranteed loans? 

Mr. THomas. Yes. 

Mr. Muuuican. We have no division for that purpose. It is han- 
dled by our Rates Division. We have two people who are assigned 
full time. 

Mr. Tuomas. $25 million on how many loans, did you say? 

Mr. Mutuican. Nine. 

Mr. Tuomas. What is the total authorization of guaranteed loans? 

Mr. Muuuican. There are a total of 30 carriers that would be eligi- 
ble. The maximum that might be outstanding at any one time per 
carrier is $5 million so it would be $150 million. 


RATE DIVISION 


Mr. Tuomas. What is the total employment in the Rate Division? 
Mr. Juttana. Seventy-seven. 


COMMERCIAL RATES 


Mr. Tuomas. Do you have any big cases going now? 

Mr. Mutuiean. Yes, sir. 

Mr. Tuomas. Where are they? Did you decide that general rate 
case yet ? 

Has that been settled, Mr. Chairman ? 

Mr. Durreer. No, sir. 

Mr. Tuomas. How long has that been going? 

Mr. Durrer. It started in 1956. I think the Board is about ready 
to issue instructions. 

WORKLOAD 


Mr. Tuomas. Your workload is not heavy there, is it? Formal 
proceedings received—during the year 1959 you had 41 cases, 45 in 
1960, and you estimate 50 in 1961. How many did you receive the 
first 6 months of this year? Is that figure 45 panning out about 
right ? 

Mr. Mutuiean. Yes, sir. 
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MAIL RATES 


Mr. THomas. What about your mail rates? 


The major work in the mail rates area involves (1) the establishment of 
rates for (a) the carriage of U.S. airmail, pursuant to section 406 of the act, 
including subsidy where needed, (b) the compensatory component of airmail pay, 

¢) the transportation by air of first-class mail (i.e., mail other than airmail), 
and (2) the approval of Government guarantees of loans to carriers for the 
purchase of the most modern aircraft. 

You have covered that. How many people do you have working 
on mail ? 

Mr. Mutuican. We have in the Division a total, as you mentioned 
a moment ago, of 77. 

The Division is broken into three sections—a Tariff Section, a 
Commercial Rate Section, and a Mail Rate Section. 


WORKLOAD 


Mr. Tuomas. Do you have a general mail rate case going now? 

Mr. Mutuiean. Yes. We have two or three big ones. 

Mr. Tuomas. How long have they been going? 

Mr. Mutuican. We have at the moment a case involving fixing of 
rates for nonpriority mail. 

Mr. Tuomas. Is that general? Does that cover everybody or 
specific lines? 

Mr. Mutuican. That covers everybody, sir, in the entire United 
States. 

Mr. Tuomas. Those people do not have too much to do, then, do 
they ? 

Mr. Mutuican. We have 11 open rates for the local service carriers, 
open subsidy rates. I might say that the biggest task confronting the 
Mail Rates Section of the Division is, of course, the local service 
carrier subsidy where we have the bulk of the carriers on open rates 
now. 

Mr. Gurney. Eleven out of thirteen. 

Mr. THomas. How often do you have to figure that rate for your 
local service carriers now? Is that a recurring problem every 6 
months, every 90 days, or every 5 years? 

Mr. Mutuiean. It will vary from carrier to carrier. 

Mr. Tuomas. Out of your 13, how many are up with this problem 
now? 

Mr. Mutuiean. Eleven of the thirteen are now on open rates. We 
are working on those right at this moment, in an attempt to fix a 
final future rate. Once the final future rate 

Mr. Tuomas. How long has it been since you adjusted that rate for 
these 11 ? 

Mr. Mutiiaan. Actually, in the case of every 1 of the 11 the rate 
has been adjusted on a temporary basis within the past 18 months 
for each 1 of the 11. 

Mr. Tuomas. Is this going to be a blanket proposition or is each 
one going to stand on his own legs? Will it be separate for the 11 
or will a blanket proposition cover the 11? 
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Mr. Mutxican. For the moment it will be a separate individual 
rate for each carrier. 

Mr. Tuomas. What do you mean, “for the moment”? 

Mr. Muuiican. We have, as you may know, or the Board has been 
studying and is continuing to study the feasibility of a single clasg 
rate that would cover all 13 carriers. We are continuing with that, 
In the meantime, we are trying to close the individual rates as rapidly 
as we can, 

Mr. Durrer. Mr. Chairman, I would say that the number of 36 
people in the Mail Rate Section, when we consider this is the section 
which is responsible for administration of $68 million—this is the 
section which is responsible for the administration of $68 million in 
subsid y——- 

Mr. Tuomas. That $68 million in subsidy is not all mail, is it? 

Mr. Dorrer. It is done under the Mail Rate Section. 


SERVICE MAIL PAY 


Mr. Tromas. What is the amount of mail subsidy? I looked 
through the justifications way back here in the back and under your 
feeder lines and I never could find that figure. 


You don’t pay it. The Postmaster does it, but he does on your 


order. What is that figure? 

Mr. Mu.uican. For 1959, the total service mail pay, paid by the 
Postmaster General, $80 million. 

Mr. Tuomas. That is over and above that little figure you have of 
$68 million, isn’t it ? 

Mr. Muuuican. Yes, sir; that is service pay, not subsidy. 

Mr. Tuomas. I understand. A lot of people will disagree with 
you on that statement. Go ahead. 

Mr. Mu.uican. That is not paid to the local service carriers. 

Mr. Tuomas. What is it for 1960? 

Mr. Mou tuican. $86 million, and estimated for 1961, $94 million. 
That is to the trunks, predominantly. Of the $86 million in 1960, of 
service pay to the entire industry, and incidentally this covers over- 
seas as well as domestically, about 1.5 million to the local service 
carriers. 

Mr. Gurney. The Post Office Department received about $153 
million in the sale of airmail stamps in 1959. 

Mr. Tuomas. They claim they lose a few million dollars a year, 
don’t they ? 

Mr. Muuuican. No, sir; they actually agreed that on the airmail 
they make a profit. 

Mr. Tuomas. That is the only one that is making money and they 
want to up it 2 more cents. 

Repeat those figures for the trunkline and the feeder line for 1959 
and 1960 and 1961, on service mail. That is continental United States 
and overseas. 

Mr. Mutsican. For the domestic trunklines, in 1959, service mail 
pay, $38 million; in 1960, $41 million, an estimate, of course, and an 
estimate in 1961, $45 million; for the local service carriers, 1959, 
$1.505.000: 1960, $1,780,000: 1961, $2,116,000. 

Mr. Tuomas. Those feeder lines really do not get much for mail 


pay, do they ? 
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Mr. Mouuiean. No, sir. 

Mr. Tuomas. I thought you gave me figures a whole ago of $80 
million, $94 million and $86 million. 

Mr. Muuuican. That is right; the balance of several more cate- 

ries to add up to those figures, domestic trunks and local service I 
a given you; mail cargo carriers, $289,000, $319,000, $374,000; 
States-Alaskan operations—these are all for 3 years, Mr. Chairman: 
$847,000, $988,000, $1,285,000. For the Intra-Alaska carriers, $2,457,- 
000, $2,959,000, $3,696,000. For the Hawaiian operators, $58,000, 
$62,000, $69,000; for transatlantic operations, $17 million 

Mr. Tuomas. Transatlantic—do we let any foreign flags carry any 
of our mail overseas ? 

Mr. Muuuican. Yes, we do, and vice versa. 

The rates for such carriage, however, are fixed, not by the Board, 
but by the Universal Postal Union. These figures do not include that 
type of mail, Mr. Chairman; transatlantic operation, $17,123,000 in 
1959. 

Mr. Tuomas. The sum total again—$80 million for 1959, $86 mil- 
lion for 1960 and $94 million for 1961. 








SERVICE AIRMAIL RATE FORMULA 


What is the yardstick used for establishing those rates? 

Mr. Rorn. The yardstick in establishment of mail service rates is 
a determination of the cost of performing the service, including a fair 
return on the investment allocable to the mail service. 

Mr. Tuomas. How do you figure that cost of performing service? 
Here is a man with a 150-pound sack of mail. It won’t take another 
drop of gasoline to carry it. It may form a little ballast, maybe. 
How do you figure out that cost ? 

Mr. Roru. Partially as a result of a priority of the airmail traffic. 
There is a determination of the full cost of performing the service, 
including the overhead calculated to be applicable. 

Mr. Tuomas. Do you go on a poundage basis or what ? 

Mr. Roru. The direct cost, that is, the cost of the aircraft are allo- 
cated in proportion to the number of tons and ton-miles on board the 
aircraft. That is, you divide up the total cost of flying the aircraft 
and maintenance and depreciation of the aircraft among the pas- 
sengers. 

Mr. THomas. And the quantity of the mail is not a factor? 

Mr. Roru. Yes, sir. The weight of the mail as compared with the 
weight of all other traffic on board is the basis of determining which 
portion of the direct flight cost will be calculated as a cost, direct cost 
of performing the mail service. Then there are a series of complicated 
formulas and judgments involved in determining what portion of 
the overhead costs, the ground and indirect costs should be assigned 
tothe mail. For example, the reservation department. 

Mr. Tuomas. Let’s put it in terms where we can understand it. 
Here is a plane leaving Washington nonstop to Houston that has a 
100-pound sack of mail on it. What does it cost to transport that 100- 
pound sack of mail ? 

Mr. Rorn. We can tell you exactly what the Post Office Department 
will pay asa rate for that service. 
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We never attempt to calculate the cost for an individual shipment, 
The rate is fixed per shipment, but we have based the rate upon the 
average cost of performing all the mail service by each carrier and 
from that the industry average but we have not attempted to figure 
out what it costs the airline for any one shipment of mail. 

Mr. Tuomas. What does it cost the taxpayers? What does it cost 
the Post Office Department ? 

Mr. Roru. I would say on a shipment of mail from Washington, 
D.C, to Houston, the Post Office Department would pay 

Mr. Tuomas. The sack of mail weighs 100 pounds, even figure? 

Mr. Roru. The Post Office Department would pay approximately 
35 cents a ton-mile for that shipment of mail. 

Mr. Tuomas. How much would that be for 1,500 miles down there? 

Mr. Rorn. What is the weight of the sack ? 

Mr. THomas. One-hundred-pound sack of mail. 

Mr. Rorn. One hundred pounds, I believe that would be, 1,500 
miles, about 75 ton-miles, so 75 times 35 cents would be about $25, 
the payment to the air carrier and it would not matter as to the name 
of the air carrier that actually transported the mail. All domestic 
airlines have the identical rate for any given shipment of mail. 

Mr. Tuomas. That is a pretty reasonable figure, then, is it not? 

Mr. Rorn. It is actually a two-part rate formula, sir. There is a 
so-called line haul rate of approximately 33 cents a ton-mile. 

Mr. Tuomas. What do you mean by that, line haul rate? 

Mr. Ror. The carriers are given, or are paid by the Post Office 
Department, a rate consisting of two parts. First, they get 33 cents 

er ton-mile and second, they get a rate of so much per pound of mail 
fouaee on the airplane and the rate per pound varies depending upon 
the size of the city at which the mail boarded the airplane. 

At a large city, like Washington, D.C., I believe the rate per pound 
would be around 3 cents, as I recall it. 

Mr. Tuomas. You give them a certain figure to start with. What 
does that figure cover ¢ 

Mr. Roru. The first figure I quoted, 33 cents a ton-mile? 

Mr. Tuomas. Yes. 

Mr. Roru. That is intended to cover the actual cost of transporta- 
tation between the cities and the terminal charge, so to speak, the rate 
per pound is intended to cover the cost of loading and unloading. 

Mr. Tuomas. Is any part of the plane subsidized in this figure? 

Mr. Rorn. There is absolutely no element of subsidy whatever in 
this figure. 

This purports to be the cost of performing the mail service, includ- 
ing the fair return, which at that time was figured at 8 percent on in- 
vestment. I might add that that rate went in, I believe, as of the 
spring of 1954. 

It has been in effect for 6 years. 

Mr. Tuomas. How do you figure 8 percent on investment? Don’t 
you have to amortize the whole fleet / 

Mr. Rorn. This was the portion of investment used by the mail 
service, which was only about 2 percent of the whole investment. __ 

Mr. Tuomas. You mean on the particular plane that is carrying 
that hundred pounds of mail ? 
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Mr. Rorn. It was figured on an average basis for the whole fleet, 
something like 2 percent of the domestic trunkline traffic is the mail 
traffic, roughly speaking, but it is interesting to note, Mr. Chairman, 
that these rates were established by the Board about 6 years ago and 
whereas just about all other rates for property, passengers, and just 
about everything else have gone up considerably during the 6-year 
period, the rates paid by the Post Office Department for carriage of 
priority mail have remained static for the last 6 years. 

Mr. Tuomas. If you talk to the average fellow on the street, who 
does not know any more than I know about it, he will tell you that 
carriers are heavily subsidized for carrying the mail. 

Maybe you won't have to increase the rate. It was rather substantial 
tostart with. Is there any truth in that statement ? 

Mr. Rorn. In my opinion it is a very reasonable rate and I think 
it is quite remarkable for the industry and the Post Office Department 
to have remained satisfied with the rate for a 6-year period. 

Mr. Tuomas. Certainly the last one to complain would be the Post 
Office Department, would it not? 

Mr. Gurney. If it were too high. 

Mr. Tuomas. They are paying the bill. 

Mr. Roru. The Post Office Department, of course, is vitally inter- 
ested in the rate. 

They directly participate in any rate hearings. 

Mr. Tuomas. How does that rate compare with the rate they pay 
the other carriers, say, truck, bus, and the railroads? 

Mr. Roru. I would be confident that the rate paid for the airmail 
isa higher rate than the rate paid for surface transportation. 

I do not know what the other rates are, but I would be amazed 

Mr. Tuomas. Don’t you consider the other rates paid when you 
go to establishing rates on air carriers? 





SERVICE MAIL RATE FOR NONPRIORITY MAIL 


Mr. Rorn. We have considered the other rates only in connection 
with the establishment of a rate for nonpriority mail; that is, mail 
not bearing airmail postage. There it was necessary to consider more 
than the cost of performing the service for the reason that the non- 
priority mail would not move unless the rate were low enough to en- 
able the Postmaster General to move it. 

Mr. Tuomas. By nonpriority mail, I presume you mean other than 
that that bears an airmail stamp ? 

Mr. Rorn. That is right. There is a considerable volume of mail 
in the last 5 to 7 years that has been moving by air on a nonpriority 
basis at. special rates fixed by the Board, which in general are approx- 
imately 50 percent of the corresponding airmail rates. 

Mr. Tuomas. Fifty percent lower? 

Mr. Rorn. Fifty percent lower, yes, sir. Since the fall, the Board 
has had what amounts to a nationwide domestic proceeding for the 
determination—— 

Mr. Tuomas. A pound of mail, regardless of what kind of stamp 
it has on it, is still a pound, isn’t it ? 

Mr. Rorn. That is right. 





AGF RARE 1H RMVIUM EE RITE iia 





500 


Mr. Tuomas. And yet one class bears 50 percent more tariff than 
the other? 

Mr. Roru. That is right, sir, because one category of mail, the air 
mail, has a priority that entitles the mail to move on any flight desig. 

nated by the Postmaster General. 

Mr. Tuomas. How are you going to figure that fair return on 8 
percent? Are you looking at what is inside the mail, what kind of 
stamp it has on it and figuring out that fair return ? 

Mr. Rorn. The Post Office Department indicates, I believe by 
the color of the tag on each mail sack 

Mr. THomas. No, you set the rate now, not the Post Office Depart- 
ment. They just pay a bill that you set. I am just trying to figure 
out why the rate on a pound of mail that is nonpriority is lower 
than the rate on a pound of mail that is priority. How do you figure out 
that reasonable return of 8 percent ? 

Mr. Rorn. There is a good deal of judgment that enters into the 
determination, 

Mr. Tuomas. Did you say judgment? Is that a good word or is 
it just a shot in the dark? What is it? How can there be any judg- 
ment in it? 

Mr. Rorn. Sir, the Post Office Department, the air carriers, the 
Board, and the Board’s staff are all in agreement that the rate for 
the air mail should be substantially higher than the rate for non- 
priority mail and the differences of opinion arise as to the question 
of degree, how much lower should the nonpriority rates be. We now 
have a proposal reflected by the Board and an order to show cause 
to which some carriers have objected, but the Postmaster General 
did not. object, proposing a 50-percent rate of more or less on a na- 
tionwide basis for the nonairmail traffic. That is now going to a 
formal hearing before an examiner on Monday of next week. 

What the outcome of the case will be, I do not know 

Mr. Tnomas. Thank you. 





. of course. 


INTERNATIONAL AVIATION AGREEMENTS 


Mr. Tomas. Let’s take a look at “International aviation 
ments.” Mr. Reporter, put pages 34, 35 and 36 in the record. 
(The pages referred to follow :) 


agree- 


I. PURPOSE OF WORK 


To obtain through international agreements the rights necessary for U.S. 
airlines to operate abroad. The work involves recommending the position to 
be taken by the United States in the negotiation and administration of bilateral 
agreements concerning international aviation activities, the drafting and negoti- 
ation of agreements, and consultations with foreign governments with respect 
to the interpretation and application of agreements. 
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Average Obligations 
Permanent} number 
positions of all 
employees | Personal } Nonsalary Total 
services items 
a. ee ies aranaies 17 16.2 $132, 494 | $17, 904 $150, 398 
Estimate, 1960... Sieben 19 18.5| 157, 900 | 19, 100 177, 000 
SD ODN ewes ou ccccswscce guesmcdoosce 22 21.1 173, 900 | 31, 100 205, 000 
Increase, 1961 over 1960..____________ 3 2.6 | 16, 000 | 12, 000 28, 000 
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Additional staff is needed for handling international aviation matters which 
are increasing in both volume and importance. Major consulations with for- 
eign countries looking toward renegotiation of current agreements involv- 
ing air rights are estimated to increase by 25 percent in 1961. Basic analyses 
to support the U.S. position and to interpret the positions of other countries 
will increase proportionately. 


Ill. NATURE OF WORK AND SUMMARY OF SITUATION 


The Board's international aviation agreements activities are performed 
primarily by the International Division, Bureau of Air Operations, with the 
number of positions assigned as follows: 


Actual, 1959 : 


EESTI S HS ae eae. ay Renae ee ed eee mee ew Eee 17.0 

NIT: MN ai a a acess tah adh al i cap enema tenis Aubin eal 16. 2 
Estimate, 1960: 

RE aay ple HE Pee rere On 8. ever REESE ae) Cee nee 19.0 

I a ih ck cal alae is cen ni tidghane canine icone 18.5 
Estimate, 1961: 

I, te ee el a eh 22.0 

Average employment______________.____ sis aha eon sie gaia etitentaicten tas te ieee ee 21.1 
Increase, 1961 over 1960: 

I aint isis th nimideimeniaiali 3 

NNN ene ee en enn a a ee ie ye eee 2.6 


Under section 802 of the Federal Aviation Act of 1958, the Secretary of 
State consults with the Board concerning the negotiation of any agreements 
with foreign governments for the establishment or the development of air 
navigation, including air routes and services. The Board’s objective is to ob- 
tain through international agreements the rights necessary for U.S. airlines to 
operate abroad. 

The Board’s work in connection with international air agreements and prob- 
lems relates to (1) the drafting and negotiation of any new agreements or 
amendments to existing agreements, (2) consultation with foreign governments 
with respect to divergent views concerning the interpretation and application of 
such agreements, (3) informal discussions with foreign governments and 
foreign airlines and with U.S. international airlines to resolve problems aris- 
ing out of international operations under or outside of air transport agree- 
ments, and (4) the formulation of U.S. positions on econoniie and related mat- 
ters before (a) the International Civil Aviation Organization and (0b) the 
Civil Aviation Planning Committee of NATO. 

Board activity in connection with the negotiation of air transport agreements 
includes extensive analysis of the aviation policies of foreign governments to 
determine the possibility of controversial issues; analysis of route requests of 
foreign governments to determine competitive effects on U.S. airlines; prepara- 
tion of U.S. draft agreements and analysis of foreign counterproposals; prep- 
aration of U.S. positions both before and during negotiations; and consultations 
with U.S. airlines respecting aspects of concern to them and the U.S. Govern- 
ment, as well as any related problems. 

Consultation with a foreign government pursuant to an existing agreement 
involves extensive analysis of the traffic experience of the airlines concerned 
and the preparation of arguments in support of the U.S. position. The Board 
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participates either directly or indirectly in all negotiations and consultations 
and prepares U.S. positions for and participates in all multilateral conferences 
held under the auspices of the International Civil Aviation Organization which 
relate to economic or technical aviation matters. 

The Board participates in policy discussions with respect to internationa) 
civil aviation matters under consideration in the National Security Counejj 
implementation of these policies in the Operation Coordination Board and the 
Interdepartmental Committee on Internal Security. 

There are shown below some of the more significant items of workload for 
which statistics are available: 





| 
Actual,| Esti- | Esti. 








| 1959 mate, | mate, 
1960 | 1961 
Number of negotiations, consultations, and major problems requiring either 
formal or informal representation with foreign governments: 
Involving direct participation ______- Lhd hikaddbvdadccddicécstubontcscee ll 19 18 
PUP ORWie IMEROCE POTTICINOTIOR ood cos 5s oh Se icin ctis atin ne cnce ewan nndczabes 24 21 32 





It is estimated that in 1961 the number of foreign countries requiring major 
consultations looking toward renegotiation of current agreements involving air 
rights will have increased significantly over fiscal 1959 and fiscal 1960. Most of 
the U.S. agreements were negotiated 10 or more years ago, and we are now 
being confronted with requests of foreign governments for complete negotiation 
on the basis that existing agreements are now obsolete. In addition, there 
will have to be a continuing review of certain bilateral agreements from the 
standpoint of new situations such as the introduction of jet aircraft. As a 
result, the number of conferences leading to negotiations is increasing and the 
number and complexity of the basic analyses required to meet the many prob- 
lems raised in the renegotiation of air rights will increase significantly. The 
increase of three positions in the analytical staff and supporting stenographic 
assistance is considered the minimum requirement to cover this activity. 


Mr. THomas. We had a real healthy discussion here this morning 
on this subject. 

You have an estimate of 19 jobs this year. You want to increase 
that to 22 next year at a total cost of $205,000. This is: 

To obtain through international agreements the rights necessary for U.S. 
airlines to operate abroad. The work involves recommending the position to 
be taken by the United States in the negotiation and administration of bilateral 
agreements concerning international aviation activities, the drafting and negotia- 
tion of agreements, and consultations with foreign governments with respect 
to the interpretation and application of agreements. 

How many carriers are you dealing with ? 

The first part of your statement says 65 carriers. These are for- 
eign carriers; is that correct ? 

Mr. Durrer. We are dealing with about 50 countries. We have 
agreements with—how many are actually in current operation? 

Mr. Mutuiean. Actually, 49. 

Mr. Tuomas. Countries ? 

Mr. Tuomas. How many carriers? You state in your justifica- 
tion 65 carriers. 

Mr. Mutuiean. That is right. 

Mr. Tuomas. How many people does the State Department have 
working in this same field? Do you know ¢ 

Mr. Mouuican. No. sir; I do not. 
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LENGTH OF TIME COVERED BY INTERNATIONAL AIR AGREEMENTS 


Mr. Tuomas. When you make one of these contracts, how long 
does it last? What is the length of time covered? This is not a mat- 
ter you have to apply every day; is it? 

Mr. Durrer. Sometimes the contract is limited. For example, 
recently the Mexican bilateral was concluded after a very long period. 
For 10 years we had no agreement at all. The best we could get on 
a bilateral from the Mexican Government was a 2-year period. 

Most of the contracts are for an indeterminate period, which pro- 
vide that either party, upon service to the other, may reopen. 

Mr. THomas. Soe many agreements did you consummate in the 
year 1959? 

Mr. Durrer. New agreements ? 

Mr. Tuomas. New or old ones, any of them. 

Mr. Gurney. How many negotiations ? 

Mr. TxHomas. No, how many contracts did you consummate in 1959? 

Mr. Dourrer. I think, I would say certainly the majority of this, 
Mr. Chairman, is the process of negotiations under existing contracts 
which is going on all the time as to new routes under the existing 
agreement, as to capacity, as to schedules, as to frequency. 

Mr. THomas. What is your contract with England? How long 
does it last ? 

WORKLOAD 


Mr. Durrer. I think we have the figure on page 36 as to actual 
number of negotiations, major problems. 

In 1959, 11; estimate for 1960, 19. 

Mr. Tuomas. That is in the record. 

Mr. Durrer. Indirect participation, 24. 

Mr. Gurney. In 1955, I went to India and stayed 7 weeks. The 
members of the staff stayed 3 and 4 weeks longer. That negotiation 
comes up again on February 8. 

Mr. Tuomas. That has been 6 years. You haven’t had to touch 
that in 6 years. In 1959 you had 11, the next year, 18. You have 
22 people working on 18 contracts. 

Mr. Gurney. During that 6 years many problems arose with India, 
probably at the rate of two or three a year and the increased flights 
requested by U.S. international airlines, you have to negotiate out 
each one. 

Mr. Tuomas. There are always amendments to a contract ? 

Mr. Gurney. Always. Venezuela had four or five negotiations in 
the last 4 or 5 years. We haven’t come to a conclusion yet. 

Mr. Txomas. When you make a contract, there are always amend- 
ments ? 

Mr. Gurney. That is right. 

Mr. Tomas. Your figures do not mean much. They are somewhat 
misleading. You have 19 people working on 19 contracts. They are 
going to wear out a lot of crossword puzzles looking for something 
to do with that little workload. What do you need with three more 
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Mr. Gurney. We need them bad. For instance, KLM comes in 
every year. They are always in there with a request. Mr. Minetti 
has been handling French negotiations. It is a terrific job. It takes 
3 or 4 weeks every year of his time and the staff’s time to handle that 
particular part of Europe that he has direct supervision over. 


Economic ENFoRcEMENT ACTIVITIES 


Mr. Tuomas. Let’s look at “Economic Enforcement.” 
Put pages 37 through 40 in the record. 
(The pages referred to follow : ) 


I. PURPOSE OF WORK 


To enforce the economic provisions of the Federal Aviation Act and the 
Board’s regulations, orders, certificates, permits, exemptions and other require. 
ments issued thereunder; to achieve compliance with the Board’s uniform 
system of accounts and thereby eliminate excessive or improper claims for syb- 
sidy; to prevent unfair, deceptive and destructive competition and practices; 
to protect the public from unjust discrimination and mistreatment by air car- 
riers and their agents. 

It. FINANCIAL REQUIREMENTS 





Average 
number 


Obligations 
Permanent 





positions of all : | Ey: ? a 

employees Personal Nonsalary Total 

services | items 
a a it tail i iitaial Seas : - Ss wii 

ana 30 28. 8 | $223, 556 $39, 870 $263, 426 
= — ] — | = —<—<—<—<—<=—— 

I . arilttlaedehnpmlcnnae 35 33.7 7 | 252, 900 49, 100 302, 00 
SE i a ARE SI 39 | 37.6 | 281, 500 56, 500 | 338 OW 
hese debhed ; del Sbeclshnaal Ada 
Increase, 1961 over 1960.......--.-- | 4) 3 9 | 28, 600 7,400 | 36, 000 





It is estimated that new work will increase in 1961 by about 13 percent over 
1960. In the passenger and shipper complaint area, the accumulated work on 
hand at June 30, 1959, was equal to 44 percent of the total number received 
during 1959. The rapid economic growth of the industry as a result of the 
introduction of jets and expansion of routes is increasing the competitive 
struggle among the air carriers to the extent that more investigations will have 
to be performed in order to more adequately police the practices and methods 
of competition. The staff increase proposed for 1961 will permit keeping some- 
what more current with the casework received and reducing the accumulation 
of uncompleted work on hand to a reasonable level. 


III. NATURE OF WORK AND SUMMARY OF SITUATION 


Work under the economic enforcement activity is performed by the Bureau 
of Enforcement and falls into two primary categories which, with the number of 
positions assigned, are as follows: 





| Actual, 1959 Estimate, 1960 | Estimate, 1961 | Increase, 1961 
over 1960 

Posi- |Average| Posi- |Average| Posi- |Average| Posi- | Average 

| tions |jemploy-| tions jemploy-| tions jemploy-| tions jemploy- 

ees ees | ees | ees 
Oy) dh beer ¢ Sf yes She ey <r s STs ins 

. Passenger and shipper’s com- | 

plaints 5 4.7 7 6.6 7 6.8 a 0.2 
2. Investigation and enforcement 25 24.1 28 27.1 32 30.8 { 3.7 
i a araia tics 30 28.8 35 33.7 39 37.6 4 3.9 
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Information concerning each of the above work areas is explained in the 
following paragraphs: 


1. Passenger and shippers’ complaints 


Passenger and shippers’ complaints consist primarily of complaints received 
py the Board of alleged illegal or discriminatory treatment of passengers, failure 
to comply with ticketing regulations, unfair and deceptive practices or unfair 
methods of competition (this category includes false and misleading adver- 
tising and misrepresentation by other means), baggage and cargo mishandling, 
delays in processing refund and damage claims, flight cancellations and delays, 
misinformation and misquotation of fares, reservations difficulties including 
oversales, illegal ticketing practices, and other service deficiencies such as pas- 
genger service complaints, These complaints are handled on an informal basis 
through correspondence and written investigation. Offenders are given appro- 
priate warning, affording them an opportunity to voluntarily achieve and dem- 
onstrate complaince. There are shown below the more significant items of work- 
load in this area. 





1959 actual | 1960 estimate | 1961 estimate 





ie —|—_—_—_____— 


Number of complaints: | 


Received during the year. ._-_-._._- satlianale eiir etmeeiad cies 1, 321 1, 400 1, 600 
Disposed of during the year_.........-......-.- sidsduntus | 1,152 1, 550 1, 650 
fon meme Bf ONG OF FORE 24. sensi. nksns-sds. hs eee bdo 578 428 375 








It appears that the number of passengers’ and shippers’ complaints will not 
increase significantly and therefore additional staffing in this area will not be 
necessary in 1961. However, since the Bureau cannot exert control over the 
number of complaints received, more complaints may be received than the stoff 
can handle. At the close of 1959, there were 578 complaints (equal to 44 per- 
cent of the total number received during 1959) to be processed. 


2. Investigation and enforcement 


Investigation and enforcement includes formal administrative proceedings 
which involve the preparation and prosecution before the Board and its exam- 
iners of the Government’s case in formal hearings looking to the issuance of 
cease-and-desist orders, the suspension and revocation of economic operating 
authority and the negotiation and acceptance, subject to Board approval, of 
formal stipulations and other consent agreements to cease and desist from viola- 
tions; court actions, which include the institution and prosecution, in the proper 
courts, as the delegated agent of the Board, of all civil and criminal proceedings 
for enforcement, and the handling of all appeals in such cases: investigations, 
which include the initiation, planning, and conduct of investigations of alleged 
or suspected violations; and special enforcement projects, which inelude work 
done on proposed regulations and legislation, cooperation with other Federal, 
State, and local agencies and officials, and other matters affecting general en- 
forcement problems. 

There are shown below some of the more significant items of workload for 
which statistics are available: 


1959 actual 1960 estimate | 1961 estimate 





Formal administrative proceedings: 


Completed during the year is 25 32 40 
In process at end of year ae tice ci 52 50 45 
Court actions completed as! pure 5 2 4 
Investigations completed during the year 4 . ‘ 419 460 510 
Special enforcement projects : 12 30 35 





Many more violations of the act and regulations are being brought to the 
attention of the Board. The rapid economic growth of the industry as a result 
of the introduction of jets and expansion of routes is increasing the competitive 
struggle among the air carriers to the extent that more investigations will have 
to be performed in order to more adequately police the practices and methods of 
competition. The increase in staff requested for 1961 will permit of: (1) Con- 
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tinuation of major investigations of carrier management, domestic and foreign 
freight forwarder activities; (2) continued surveillance of unfair and deceptive 
practices and unfair methods of competition in all fields of the air transport 
industry including such problems as cancellation of flights, overbooking and over. 
sales, discrimination and misrepresentation, and misleading advertising; (3) to 
cope with problems involving illegal entry of private contract carriers, foreign 
and other operators, into the air transport field with surplus piston-engine gir. 
craft as a result of reequipment of airlines with jets; (4) continued policing 
of carrier management, domestic and foreign, involving unlawful interlocking 
and control problems; (5) continued surveillance of supplemental carriers ip. 
volving operation of excessive and frequent flights in violation of authority 
granted; (6) continuance of compliance with transatlantic charter regulations: 
(7) more adequate protection for the traveling public from misrepresentation by 
ticket agents or service and other unfair deceptive practices; (8) keeping pace 
with increased activities of foreign-flag carriers involving tariff violations and 


unfair methods of operations; and (9) more adequately cope with miscellaneous 
passenger problems. 


Mr. Tuomas. You have 35 people now. You want to increase it 
to39. This is— 


to enforce the economic provisions of the Federal Aviation Act and the Board’s 
regulations, orders, certificates, permits, exemptions and other requirements 
issued thereunder; to achieve compliance with the Board’s uniform system of 
accounts and thereby eliminate excessive or improper claims for subsidy; to 
prevent unfair, deceptive and destructive competition and practices; to protect 


the public from unjust discrimination and mistreatment by air carriers and 
their agents. 


How important is this activity? What will your 39 people do? 


WORKLOAD 
Mr. THomas. You say: 


It is estimated that new work will increase in 1961 by about 13 percent over 
1960. In the passenger and shipper complaint area, the accumulated work on 
hand at June 30, 1959, was equal to 44 percent of the total number received 
during 1959. The rapid economic growth of the industry as a result of the 
introduction of jets and expansion of routes is increasing the competitive 
struggle among the air carriers to the extent that more investigations will 
have to be performed in order to more adequately police the practices and 
methods of competition. The staff increase proposed for 1961 will permit keep- 
ing somewhat more current with the casework received and reducing the accu- 
mulation of uncompleted work on hand to a reasonable level. 

You set out a worktable on page 38: number of complaints received 
during 1959, 1,821; for 1960, 1,400. You disposed of 1,152 in 1959, 
and 1,550 in 1960. Do these matters come up for hearing before your 
examiner or are they quite informal in nature? 

Mr. Anton. These are quite informal in nature. These are com- 
plaints received from passangers and quite a number of them are from 
congressional sources, where constituents write in the Congressmen 
complaining about the service and the improper treatment and inad- 
equacy of service. 

Mr. Tuomas. What can you do about it? 

Mr. Anton. We write to the air carriers, request explanation and 
try to handle the passenger’s complaint and satisfy whatever complaint 
the passenger may have, such as overbooking. Sometimes it involves 
improper tariffs, failure to make refunds. 

Mr. Tuomas. What is the civil service rating of these employees! 

Mr. Anton. They range from, in this particular section, there are 
seven people, the Chief is a GS-13 and four transport examiners rating 
from GS-7 to GS-9 and two clerks. 
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In addition, we process formal cases before the Board for violation 
of the act, such as operating without certificate in unauthorized com- 
mon carriage, misleading practices engaged in by the carrier, viola- 
tions of section 43—B, say, like exchange of transportation for adver- 
tising. In addition, we also receive complaints from the public and 
from the carriers that are formal complaints that we have to process 
before hearing examiners. 

We have nine attorneys doing that. Each one is handling a case- 
Joad of approximately six cases at all times, plus a large number of 
informal complaints. 

Mr. Tuomas. You mean you write six letters a day ? 

Mr. Anton. No. These are cases before examiners, formal hearings. 


INCREASE IN PERSONNEL 


Mr. Toomas. You are seeking an increase of four people? 

Mr. Anton. Four people; two lawyers and two investigators. 

Mr. Tuomas. Do youthink you would better serve the public interest 
to put these people in the Safety Division or let them write a few 
letters? 

Mr. Anton. As your industry increases and the competitive impact 
increases, we have more and more complaints on unfair methods of 
competition and misleading practices, which means that we would 
process more violations. 

Mr. Tuomas. I guess you should have somebody to answer that mail. 
Ido not know what you can do about it. 

Mr. Anton. In other words, the more passengers that ride airplanes 
the more complaints we receive. 

Somebody has to answer it. 

Mr. Durrer. If we can adjust, we adjust it, but if it is grave enough, 
we institute an investigation and issue a cease and desist order. If 
severe enough, we can impose a civil penalty. 


Hearine AcTIvIries 


Mr. Tuomas. Let’s put pages 41, 42, 43 and 44 in the record. 
(The pages referred to follow :) 


I. PURPOSE OF WORK 


To conduct formal proceedings on economic regulatory matters and on appeals 
from decisions of the Administrator of the Federal Aviation Agency instituted 
pursuant to sections 602 and 609 of the Federal Aviation Act, prepare and issue 
examiner’s initial or recommended decisions for disposition of applications, 
petitions and appeals. 

II. FINANCIAL REQUIREMENTS 





Average Obligations 
Permanent} number a ta 
positions of all | 
employees | Personal | Nonsalary | Total 
services items 

acne iceitiiemtiees petneinlmaiel seach ————— 
i ie re i keds 67 61.7 $498, 510 $96, 196 | $594, 706 
| — = = = — 
Estimate, 1960_.____ Se eel 67 65.6 | 522, 200 106, 800 | 629, 000 
Estimate, 1961..___- ae, 74 | 71.7 | 557, 300 132, 700 | 690, 000 

| 
Increase, 1961 over 1960_- Susie paidaine 7 6.1 35, 100 25, 900 | 61, 000 
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Of the seven new positions requested, five (four technicians and one secretary) 
are to handle the continuing increased scope of priority economic cases requiring 
formal hearings and to make some reduction in the number of long-pending cages 
of lesser priority, and two are to handle the very substantially increasing volume 
of work involved in the official receipt, records, and service of material in dock- 
eted cases. In connection with the four technicians requested, it is believed that 
provision of such assistance to hearing examiners will enable them to increase 
the number of cases which they can handle in any one given year. This is partie. 
ularly true in such large and lengthy proceedings as the recent general passenger 
fare investigation and the southern transcontinental route cases where the task 
of analyzing such records is an imposing one. Assistance in analyzing exhibits 
and other evidence in such cases while the hearings are still in progress should 
result in a thorough analysis of the record in a considerably shorter time than is 
now possible. 


Ill NATURE OF WORK AND SUMMARY OF SITUATION 


The Board’s hearing activities are performed primarily by its hearing ex- 
aminers, the Indices Section, and by the Docket Section of its Bureau of Hear- 
ing Examiners. The breakdown of personnel assigned is shown below : 


Actual, 1959 | Estimate, 1960 | Estimate, 1961 | Increase, 1961 
over 1960 

saaadiies a i——— 
Posi- |Average| Posi- |Average' Posi- |Average) Posi- Average 
tions jemploy tions employ-| tions jemploy-| tions jemploy- 

ees ees ees ees 
Hearing examiners 50 46.2 50 49.0 A 53.4 5 44 
Indices Section ..........-. ' $ 3.3 4 | 3.9 $ 3.81. conse eee 
Docket Section 13 12.2 3} 27 15 14.4 2 1.7 
Total 67 61.7 A7 65.6 74 7. 9 7 6.1 


1 Includes secretarial staff 


1. Hearing examiners 


Including the Chief and Associate Chief Examiners, there are 24 examiners 
who function as the trial judges, administering oaths, receiving evidence, ruling 
on motions, and issuing subpenas. After completion of all procedural steps in- 
volved in a formal proceeding (usually prehearing, public hearing, exchange 
of exhibits, and briefs), the examiners prepare initial or recommended deci- 
sions analyzing the evidence and arriving at decisions on the issues presented 
in the case. The hearing examiners also hold formal hearings and issue initial 
decisions in quasi-judicial proceedings to review the action of the Adminis- 
trator of the Federal Aviation Agency in denying airman certificates and in 
amending, modifying, suspending, or revoking safety certificates pursuant to 
title VI of the act. 

The addition of four technicians to assist the examiners in unusually large 
and complex proceedings would substantially increase their ability to handle 
their cases with more expediency. 

During 1959 the hearing examiners completed their work in a number of 
large and important cases: namely Washington-Baltimore, Flint-Grand Rapids, 
and Toledo adequacy-of-service investigations; the American New York-San 
Francisco nonstop case and the Aerovias Sud Americana certificate renewal 
case; local service proceedings involving the Northeastern States, Southeastern 
States, Montana and Glen Canyon areas, and other major cases such as the 
general passenger fare, rate of return local service, ATC agency resolution, and 
the Great Lakes enforcement case. 

During 1960 the hearing examiners will complete their work on such major 
proceedings as: transpacific, southern transcontinental, and the Buffalo-Toronto 
route cases: local service investigations involving Kansas-Oklahoma, Pacific 
Southwest, and the Piedmont areas; the Pacific Northwest-Hawaii renewal 
case; and the Puerto Rico fare investigation. 
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The status of dockets on hand and statistics on case processing are shown 


below : 


Economic dockets and cases 
































—_—_- 1 
As of June 30, 1958 As of June 30, 1959 
eg: bachieehaeenctanceied ccntincica sce ures baaalbnoersaigeaiog as 
| Dockets | Cases Dockets | Cases 
} 
a . a nance oonoanene calito seit 
4 | 
n hand: wa : Ad . 
0 Ready for examiner’s initial decision ae 114 | 14 88 13 
Heard—Not available for initial decision _ - i0 6 98 s 
Tt POE wuncwnacsewsmahehes | 5 4 23 4 
BNO OOF SUUNEIOG nce cen cw censncece 49 | 13 25 14 
Prehearing held—Hearing not assigned-_---| 93 15 70 | 13 
Assigned for prehearing conference ________- | 14 | 8 4 4 
Awaiting action (estimated dockets which | } 
are expected to require hearing) . ........- 620 | 238 | 600 | 225 
Ree a ot Ce Sak Buadaioaabgulenta 905 | 298 908 | 221 
————————_——_ —______— panier 
Hearings completed 
= , st 
1958 actual 1959 actual | 1960 estimate | 1961 estimate 
EE Ee i 69 | 67 | 75 8! 
Dockets involved ihc enbuieranindiniabed 7 190 | 188 225 255. 
| 
Safety enforcement cases 
1959 actual | 1960 estimate 1961 estimate 
— ae er 
| Received Out Received Out | Received} Out 
_ ‘ — = ahi iene diesel asada caeatemiaincteimtinaai 
} =. | te a 
Hearing --- _ 159 249 75 140 75 75 
Nonhearing -- ; 263 403 j 47 = 


The above workload statistics reflect the change in safety enforcement cases 
which was effected by the Federal Aviation Act of 1958, namely, a change in the 
character and number of cases handled by the Board. While previously a 
substantial number of safety enforcement actions handled by the Board were on 
anonhearing basis, under the new act all proceedings will require formal hear- 
ings. The estimates for fiscal 1960 and fiscal 1961 are made upon the basis of 
the number of cases filed with the Board since the Federal Aviation Act became 
effective on December 31, 1958, and allow for the effect of the novelty of the 
procedures provided and the lag which followed the reorganization of the Admin- 
istrator’s staff. 


2. Indices Section 


This Section is responsible for the selection, editing, and index-digesting of 
Board decisions to appear in published bound volumes for sale through the GPO; 
the preparation of a cumulative digest of Board decisions ; and the preparation of 
a digest of the unprinted Board orders. During 1959, three volumes were com- 
pleted for publication and it is anticipated that three additional volumes will be 
completed during each of the fiscal years 1960 and 1961. 

Also, during 1959, substantial progress was made in the tremendous task of 
preparing for publication a cumulative index-digest. It is contemplated that 
during 1960 this digest will be completed for the first 20 volumes and that the 
index will be on a current basis by the end of 1961. 


8. Docket Section 


Primarily, this Section is responsible for the official receipt, records and service 
of all material pertaining to docketed proceedings. The number of documents in 
each case will vary; however, the figures below showing cases received and dis- 
posed of indicate the substantial growth in volume of work. 
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| 
1957 actual | 1958 actual | 1959 actual | 1960 esti- 1961 esti- 








mate mate 
Docketed cases received... ............-.-- 763 849 962 1, 100 1, 200 
Docketed cases disposed of--_..........-.-.- 645 683 1, 165 1, 300 1, 400 
A 1, 408 1, 532 2, 127 2, 400 2, 600 


| 


Mr. THomas (reading) : 


PURPOSE OF WORK 


To conduct formal proceedings on economic regulatory matters and on appeals 
from decisions of the Administrator of the Federal Aviation Agency instituted 
pursuant to sections 602 and 609 of the Federal Aviation Act, prepare and issue 
examiner’s initial or recommended decisions for disposition of applications, 
petitions, and appeals. 


What is the appellate jurisdiction for 602 and 609? 
Mr. Dourree. This is the—— 
Mr. Tuomas. Denial of certificates to airmen ? 
Mr. Durree. Yes, sir. 
WORKLOAD 


Mr. Tuomas. How many of those cases do you have each year? 

Mr. Durree. Mr. Brown? 

Mr. Brown. In 1959 we had about 50, sir. In addition, we had 
about 40 denials for medical reasons. 

Mr. Tuomas. Under the act you have to set each one before a hear- 
ing examiner, do you not ¢ 

Mr. Brown. That is right. 

Mr. Tuomas. Repeat them : again, Mr. Brown, the number. 

Mr. Brown. It is approximately for 1959, calendar year 1959, we 
had about 100; something under that. It is approximately 100. 

Mr. THomas. We went into Mr, Brown’s Section a while : ago. He 
has 50 examiners, 4 index clerks, and 13 in the Docket Section, a total 


of 67. 


ACCOUNTING REGULATIONS AND AUDITS 


Let’s look at your “Accounting regulations and audits.” You are 
just simply behind. We have all of these items coming in here and 
we are behind. We haven’t checked them. You want to go from 111 
employees to 120. 

Put pages 45 through 52 in the record. 

(The pages referred to follow :) 


I. PURPOSE OF WORK 


To discharge responsibility under section 407 of the Federal Aviation Act to 
prescribe uniform and special accounting regulations, periodic and special re- 
ports, and to establish an adequate basis for policing and validating accounting 
practices and reported information through audit of carrier accounts and records 
to meet the factual needs of the Board in respect to all aspects of its economic 
regulatory program. 
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Il. FINANCIAL REQUIREMENTS 


Co 











Average Obligations 
Permanent} number 
positions of all 
employees | Personal | Nonsalary Total 
services items 

eae ee ee ee ee ee eee ee eg 
Actual, 1959. -.--.------------------------- 111 105. 9 $780, 426 $226,906 | $1, 007,332 
Es csvdicuntentmeieneniatital : 111} 108.6 | 814,200 | 273,800 | 1, 088, 000 
Estimate, 1961.....------------------------ 120 115.8 867, 000 292, 000 1, 159, 000 

Increase, 1961 over 1960............-- 9 7.2 52, 800 18, 200 71, 000 


Ne oie BO lL Lara 


The increase requested for fiscal year 1961 is necessary (1) to overcome the 
deterioration in the uniform system of accounts resulting from the unreasonable 
delay in processing accounting regulations; (2) to permit the review and verifi- 
eation of the increased volume of carrier reports; (3) to meet the demands for 
jncreased technical assistance; and (4) to provide for increased centralized 
data processing needs of the Board. 


Ill NATURE OF WORK AND SUMMARY OF SITUATION 


The work of this subactivity falls into two major categories which, with the 
number of positions assigned, are as follows: 





Actual, 1959 Estimate, 1960 | Estimate, 1961 Increase, 1961 


| over 1960 








Posi- |Average| Posi- |Average| Posi- |Average| Posi- |Average 











tions jemploy-| tions jemploy-| tions lemploy- tions jemploy- 

ees ees | ees ees 
Accounting regulations and reports_. 38 36. 6 38 37.2 47 | 44.4 gy 7.2 
anda inn emer kh coaconael 73 | 69.3 7% 71.4 73 EE Ececeetan cred diceeseaie 
Ri lll | 105. 9 ill | 108. 6 120 | 115.8 9 7.2 





Information concerning the above work areas is explained in the following 
paragraphs : 


1. Accounting regulations and reports 


The regulations and reports division has the primary responsibility for ac- 
complishing the overall accounting and reporting program of the Board. This 
program has been developed and is carried out in conformance with the statutory 
provisions contained in section 407 of the Federal Aviation Act of 1958, par- 
ticularly sections 407(a), 407(b) and 407(d) which provide authority for pre- 
scribing the accounts to be kept and reports to be made by earriers subject to 
the Board’s regulatory jurisdiction. The current and projected situation in 
respect to the different functions embraced by the accounting regulations and 
reports activity follows: 

Need for more timely regulations.—To date, the accounting regulations have 
only partially met the regulatory needs of the Board in respect to an industry 
which has grown to be very large, highly complex, and in a state of rapid tech- 
nological change. For example, approximately 40 percent of the regulatory ac- 
tions that need to be taken will never be processed or else delayed indefinitely. 
Postponement of decisions on these regulatory actions simply decides them in 
favor of the current industry practices. 

At June 30, 1959, a backlog of 40 formal regulatory actions, 12 informal in- 
terpretations, and 11 requested waivers were on hand and had been on hand for 
about a year. In addition, 55 carrier accounting manuals, 308 carrier account- 
ing plans, and 1,000 field and desk audit findings which are used to identify 
inconsistent accounting practices could not be reviewed. There has also been 
an increasing resistance by the industry to regulation with its emergence from 
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a subsidy status. A significant example of this resistance is the Depreciation 
case, in which the industry contested the Board’s power to regulate certain 
depreciation accounting practices which had previously been accepted by the 
carriers. The courts have upheld the carriers’ position and legislation has beep 
requested of the Congress to amend the act to provide such power, but in the 
meantime, the lack of such power has and will continue to impose additional 
burdens on the staff in providing comparable air carrier data for Board use. 

Two specific examples of important backlogs requiring new regulations are self. 
insurance programs of the industry in connection with the jet aircraft now being 
acquired ; and new types of financing methods such as sale-lease or lease-option 
plans of the carriers. There are many other pending regulations also involving 
complex accounting problems which will influence economic decisions of far 
reaching consequences to the industry. 

The program for fiscal year 1961 in the accounting regulations activity is to 
process interpretations, waivers, and modifications of the uniform system of 
accounts, as well as special accounting problems, on a current basis to minimize 
burden to the industry, reduce the backlog of formal regulatory actions on hand 
and currently identify accounting problem areas requiring corrective regulatory 
action. ' 

Need for current report verification—Approximately 50 percent of carrier 
reports filed with the Board cannot be audited with present staff. These re- 
ports, nevertheless, constitute virtually the entire body of facts upon which the 
Board must rely in its economic regulation of the industry. In addition to the 
already existing heavy workload, the need of the Board for new reports sueh as 
the use-it-or-lose-it reports for the local service carriers, traffic flow reports on 
jet operations, reinvestment of capital gains, to name a few, will increase this 
workload by about 36 percent during fiscal year 1960. As an example of the 
growing volume of work, the number of reports to be audited will increase from 
1,759 in fiscal 1959 to an estimated 2,388 in each of the fiscal vears 1960 and 1961. 
With existing staff, approximately 1,300 reports filed each year will be processed. 
This leaves an annual backlog of 1,088 reports which will not be audited each 
year, or a spoilage each year of 46 percent. 

This workload problem continues in spite of economies effected through the 
maximum utilization of audit sampling techniques and the introduction, during 
fiscal year 1959, of electronic computer processes. The electronic computer makes 
possible the arithmetic verification of the reports the products of which are used 
by the staff to identify and analyze variations in reported results, not feasible 
if done manually. This machine thus makes possible improved quality of the 
audits by freeing staff to identify and resolve problem areas. 

Utilization of electronic processes will be expanded in fiscals 1960 and 1961 to 
include additional report audit areas. In addition, the report audit program 
will be streamlined to cover only areas which are indispensable to protection 
of the Board against unreliable information. 

Need for cost and other technical accounting services.—There has been a phe- 
nominal increase in the technical assistance and accounting services required 
to be performed at the expense of recurrent work. During 1959, for example, 
3,500 man-hours, an increase of 3,000 over those expended in 1958, were required 
to service hearing examiners, operating staff, and other Board components. In 
aggregate, 20 percent of the total accounting staff was diverted on high priority 
accounting services for the Board, and operating staff as well as other Govern- 
ment agencies such as the SEC, who depend upon the Board for analyses of 
air carrier prospectuses filed with that agency. Although these growing de- 
mands for accounting assistance have to be met, the function has never been 
separately staffed and has had to be performed largely by diversion of ac- 
countants from regulations and report audit work. 

The increased demands for technical service reflect largely growing needs for 
assistance in developing air carrier Gosts by different classes of service, different 
classes of operations, and different classes of traffic. Examples are: segregating 
costs between scheduled and nonscheduled services of all-cargo carriers; costing 
operations of different aircraft types; and costing services such as the Siesta 
service of TWA. In order to meet these demands on bases which are equitable 
to both the carriers and the public it is essential that standard costs and stand- 
ard costing techniques be developed to assure consistency of results from case to 
case. The development of such standards is not possible with existing staff. 
However, once developed, their application through automatic data processing 
methods will expedite the Board’s formal proceedings. 
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The program for fiscal 1961 is to provide a facility for furnishing the Board 
and its operating staff with cost finding and other technical accounting services, 
without diversion from the accounting and report auditing functions, on such 
pasis as will expedite resolution of problem areas through the establishment of 
appropriate cost standards and utilization of automatic data processing methods. 

Need for improved data processing.—The heavy backlog of work presently 
existing in the Board has made the need more pressing than ever for a central- 
ized data processing facility to give relief to overburdened staff in certain areas 
of the Board’s operations. In an effort to speed up production a four-phase plan 
was initiated during fiscal 1959 to improve operations through automatic data 
processing. In the first phase a small electronic computer (Royal McBee LGP- 
30) was acquired on a rental basis and all mechanical processing was central- 
jzed in a data processing center. The electronic computer processes were applied 
jnitially in the arithmetic verification of the form 41 reports filed by the carriers. 

Under the second phase of the plan, additional manual operations are sched- 
uled for conversion during 1960 to the LGP-30. This will free personnel for 
essential analyses which otherwise could not be performed and which are not 
adaptable to machine applications and increase production by about 25 percent. 
A program for processing the passenger origin and destination traffic survey on 
the Bureau of Standards IBM-—704 computer is also planned in this phase, at an 
estimated cost of $20,000. This will result in the production of five origin and 
destination reports per year, instead of the present two reports, at approxi- 
mately one-third of the cost and time presently required. 

The third phase, planned for fiscal 1961, will involve the actual processing of 
the traffic survey on the IBM-—704 at an approximate cost of $20,000 a year and 
performance of feasibility studies and programing insofar as present facilities 
permit to determine other areas of operations adaptable to data processing, as 
well as other equipment types which will best serve the long-range needs of the 
Board. The Board’s IBM capacity released through transfer of the survey to 
the Bureau of Standards will be used to process work otherwise done manually. 

Under this progressive approach to automatic data processing, production effi- 
ciencies will be partly realized sooner, the problems of staff training in any 1 
year minimized, and the cost of feasibility studies lessened from that usually 
encountered in such a program. 


2. Field audits 


The field audit work of the Board is performed by the Field Audits Division, 
Office of Carrier Accounts and Statistics. This organization consists of a policy 
staff in Washington and four regional audit offices located in Miami, New York, 
San Francisco, and Washington, D.C. The carriers are located throughout the 
United States, including Alaska and Hawaii, and Puerto Rico. Each regional 
audit office is responsible for auditing the number of carriers in the categories 
shown below : 





Accounting locations to be audited 


Regional andit office 


Certificated |Supplement ul] Air freight | Total 
carriers carriers forwarders | 
Miami. | 14 | 6 4 | 24 
New York __- | 9 3 | 44 56 
San Francisco... 21 12 12 | 45 
Washington_. 14 2 9 | 25 
Total ; 58 23 69 | 150 





The audits of certificated carriers are conducted in accordance with the 
generally accepted auditing standards prescribed by the American Institute of 
Certified Public Accountants. These audits are made for the purpose of deter- 
mining whether (1) the amounts recorded in the carriers’ accounts are properly 
supported and reported to the Board, (2) the traffic and operating statistics 
are properly collected, tabulated, and reported, and (3) the carrier is comply- 
ing with other Board economic regulations. 

Although workload statistics never reveal the increasing scope and com- 
plexities of the audit work, the following workload data, expressed in audit 
years, are submitted to show the receipts, output, and backlogs of audit work. 
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On hand | Receipts} Total | Output | On hang 
July 1 to do June 30 
SS Sf eel theta 
Certificated air carriers: 
Ph its beninachecbabeveasddelbiseinlesendsas 186 67 253 121 132 
ip nc ethitiewulsasbbindeniatedasdbibokmerene 132 66 198 96 102 
EE eth ini brabus ceirdigitytwlnebecni>meaneeoioten 102 66 168 76 92 
Special audit investigation of Pan American: = 
icigibnvaidacnactiscknbemonnbrosteseascckesewt 7 5 ee 12 
DR asked aysheks—ip-<sapnbasantenanhh-qewenisoaede ih ebowcses 12 8 4 
Dl deictdnbiicogkn yun atna bpbhe ie nehn=aneninrns Dikisesesunen 4 4 





Gaps in audit program.—It has not been possible to audit all certificated ear- 
riers On an annual basis during the past years because of staff limitations and 
the pressure of the special projects and investigations assigned to this division. 
The recognized period of audits in all phases of commerce is one year. We be- 
lieve that annual audits of certificated carriers are necessary to provide the 
Board and the carriers with the results of an audit on a current timely basis, 
We are still trying to perform annual audits of certificated carriers in order that 
the Board may have current and verified data for use in making their regulatory 
decisions. 

To date we have not audited at the operator’s site of business the supplemental 
air carriers or the air freight forwarders. 

Inadequate scope of audit.—In addition to the above gaps in which no audit 
coverage at all exists, there are deficiencies in the scope of the audit that make 
it necessary for the Board to rely upon unverified data. The review of all fi- 
nancial management policy, procedures, and practices is not being made due to 
a lack of qualified staff. This type of review is necessary if the Board is to 
carry out its responsibilities under section 406(b) of the Federal Aviation Act 
of 1958, as amended, to determine whether the subsidized carriers and others 
are operating in an honest, economical, and efficient manner. Under the present 
audit program, very little verification has been possible in the field of traffic 
statistics. This is true of the monthly statistics submitted by the carriers on 
the Form 41 report and in respect to the origin and destination traffic survey. 
The traffic survey has recently been converted from a semiannual census to a 
continuous sample basis. Under the continuous sample procedure, the accuracy 
of the survey depends upon the exact conformance of the carriers with the 
specific standards and technical procedures prescribed for the control of the 
sample. Such conformance cannot be established except through continuous 
audit verification. The continuous sample procedure exists at the present time 
only for domestic carriers but will ultimately be extended to all U.S. inter- 
national carriers as well, thus increasing proportionately the audit workload. 
We will continue to work at finding audit techniques and time to permit the 
broader audit coverage needed by the Board. 

Special problems.—The audit of Pan American for prior periods in connection 
with the court remand of the Transatiantic Mail Rate case covering the period 
from 1946 to 1953 will continue to be a project of top priority involving a large 
portion of the total staff during fiscal years 1960 and 1961. To date, the years 
1951-53, inclusive, are in process of audit. A substantial part of the audit staff 
is also involved in the formal hearing for the 1954 Pan American rate case 
which is based, in large part, upon audit findings applicable to that year, The 
formal proceedings in the 1954 case have been separated in such a way as to 
place primary responsibility on the field audits division for preparing the ac- 
counting case, the formal exhibits, and supplying the expert witnesses. In 
view of the large sums of subsidy involved in this case the staff must give this 
case first priority. 

The extent of the audit burden in this case related to years prior to 1951 
will depend, in part, upon the outcome of formal proceedings now in process 
and possible further court resolution of issues involved. During the pendency 
of this case, it is not possible to complete annual audits of the certificated air 
sarriers heretofore covered, not to mention the supplemental and air freight 
forwarder carriers discussed above which have never yet been audited. Asa 
result, the total audit program will continue to lag until the Pan American case 
has been completed. 
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Mr. Thomas (reading) : 


To discharge responsibility under section 407 of the Federal Aviation Act to 
prescribe uniform and special accounting regulations, periodic and special re- 
ports, and to establish an adequate basis for policing and validating accounting 
practices and reported information through audit of carrier accounts and records 
to meet the factual needs of the Board in respect to all aspects of its economic 
regulatory program. 

I believe you said on account of this oversea case you were not able 
to keep up with the day-to-day work. 

You had most of the staff on the accounting case of Mr. Trippi’s 
line, Pan American. Tell us about it. 

Mr. Durrer. Mr. Hord. 


PAN AMERICAN CASE 


Mr. Tuomas. The case came back to you from the Supreme Court 
and you are auditing the accounts and you are up to about 1955 now. 

Mr. Durree. It was remanded by the Supreme Court. 

Mr. Tuomas. It came back to you. You are auditing all the ac- 
counts. Where are you, around 1955 or 1956? 

Mr. Horpv. We are auditing in the field now 1951 and 1953. We 
have finished the audit of 1954. 


REPORTS WORKLOAD 


Mr. Tuomas. For accounting regulations and reports you used 38 
of your people. In your field audits you used 73. That is the way 
you disposed of your 111 people and I see you need 9 more. 

Could you dispense with your reports? What are your reports 
now for the 38 people? I consider this one of your soft spots. 

Mr. Horp. In the regulations and reports, that is the place where 
the nine people would go. There we have to audit all the carrier re- 
ports from 57 different locations, the certificated carriers. 

Mr. Tuomas (reading) : 

The Regulations and Reports Division has the primary responsibility for ac- 
complishing the overall accounting and reporting program of the Board. This 
program has been developed and is carried out in conformance with the statu- 
tory provisions contained in section 407 of the Federal Aviation Act of 1958, par- 
ticularly sections 407(a), 407(b), and 407(d) which provide authority for pre- 
scribing the accounts to be kept and reports to be made by carriers subject to the 
Board’s regulatory jurisdiction. The current and projected situation in respect 
to the different functions embraced by the accounting regulations and reports 
activity follows: 

Mr. Horp. That applies to all carriers throughout the industry. 

The accounting practices are prescribed by the Board through this 
office. 

Mr. Tuomas. What is the difference between that and your field 
audits ? 

You prescribe a bunch of forms that they are going to send in to 
you ¢ 

Mr. Horp. And the system of accounts. 

Mr. Tomas. What do you need with 38 people to do that after 
they send them in? 
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Mr. Horp. I might say, Mr. Chairman, only a very few of those 
people are in the prescription part. Also, we receive from every one 
of the carriers reports which they file monthly and quarterly. Those 
reports have to be policed. Those reports have to be examined, 

Mr. Tuomas. Is that section where you are behind? You complain 
about being behind. 

Mr. Horn. Yes. 

Mr. Tuomas. Are you making spot checks? 

Mr. Horn. Basically, yes. 

Mr. Tuomas. How many reports do you require? 

Are they monthly, quarterly, annually, or what from these carriers? 

Mr. Horp. Some of them are monthly. The traffic reports are 
monthly. Some are quarterly. Some are semiannually. Some are 
annually. 

Mr. Tuomas. Let’s get a clear picture. Do you require the same 
number of reports now from the feeder lines as you do your trunk- 
lines? 

Mr. Horn. No. 

Mr. Tuomas. How many reports do you require in your two cate- 
gories: Your feeder lines and trunklines. 

Mr. Horn. Each one of them? 

Mr. Tuomas. And your freight forwarders. 

Mr. Horp. Each one of them files a traffic report monthly. When 
I say we do not require the same reporting we do not require the same 
frequency. The size of the report is different. Each one files a quar- 
terly traffic summary report by aircraft type. 

Mr. Tuomas. That is 16 reports a year now. 

Mr. Horp. Yes. 

Mr. Tuomas. How many more are there ? 

Mr. Horpv. Some of the schedules, you take the employees salary 
schedule, for example, and there are three or four, or five, what we 
call “G” schedules that are filed annually by each carrier. 

Mr. Tomas. How many more are there ? 

Mr. Horn. This applies to the certificated carirers that we are talk- 
ing about now. In addition to that we have the supplemental carriers, 
we have the air freight forwarders, all of which file reports. 

Mr. THomas. How many do they file? 

You have it up to 19 for your big carriers and your little carriers. 

Mr. Horp. We have about 1,400 reports; 1,375 is the figure we last 
counted. 

Mr. Tuomas. 1,375 reports. That is all of your carriers put to- 
gether. 

Mr. Horn. That is all of them. 

Mr. Tuomas. Whether they come in monthly or quarterly. 

Mr. Horn. That includes all reports. 

Mr. Tuomas. How many people do you have looking over those? 

Mr. Horp. We have—— 

Mr. Tuomas. Thirty-eight ? 

Mr. Horn. No. In that particular group we have 13 people. 

Mr. THomas. You claim that you are behind. 

Mr. Horn. They are behind. 

Mr. Tuomas. You have a need for current verification. This is 
very choice language. You complain bitterly. This is right in the 
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middle of page 47. I am not going to read it again. You do not set 
out that 3,375. I looked all over for that. 

Mr. Gurney. 1,375. 

Mr. Tuomas. I thought he said 3,375. 

Mr. Gurney. 1,300. 

Mr. Tuomas. You have 13 people doing it. That is a hundred re- 
ports a year, about nine a month. They sure ought not to be behind. 

Mr. Horp. They are behind. One of the problems is that while we 
have been able to machine process, to make mechanical or arithmeti- 
cal verifications on most of the reports—— 

Mr. Tuomas. What are you looking for in each of those reports? 
Those figures cannot drastically change in 30 days, or 6 months, or 
even a year, can they? 

I noticed in your other objects you have been doing a little business 
with the Bureau of Standards on some of these reports. 

Mr. Horp. We have developed in this setup an electronic computer 
which actually is doing all of the arithmetic verification that is done. 

Mr. Tuomas. Did you get that from the Bureau of Standards? 

Mr. Horp. No. With the Bureau of Standards we are putting on 
what we call the origin and destination traffic survey. 

Mr. Tuomas. Origin and destination. You are paying $20,000 a 
year for that. 

Mr. Horn. That is ahead of program. It will be in process of 
running in another 2 months. We expect to put that publication 
on a current basis by the end of this fiscal year. 

Mr. Tuomas. Are these origin and destination reports part of 
these reports you just detailed, 1,375? 

Mr. Horp. We have to do the programing. That is one of our big 
bottlenecks. 

Mr. Tuomas. You are not receiving those reports now? Is that 
what you are saying? 

Mr. Horp. This would not help it; no. 

Mr. Tuomas. Are you receiving your origin and destination re- 
ports now ¢ 

Mr. Horn. Yes. 

Mr. Tuomas. How many do you require a month from each 
carrier ? 

Mr. Horn. It has been put on a new basis. It is on a continuous 
sample basis now. It is reported once each quarter and a summary 
is made of the report, or will be made, once each quarter and that 
will be on the 704, Bureau of Standards machine. 

Mr. Tuomas. Are the facts and figures changing so rapidly that 
you need 120 people? Wouldn’t you better serve the public interest 
putting this requested nine employees someplace else ? 

Mr. Horn. We cannot do the job actually with the people we have. 

Mr. Tuomas. Maybe you should not be permitted to do it. There 
are 15 or 20 reports from every carrier in the country. 

What do you expect to get from that information when you get 
so many of them every 60 or 90 days? Reduce it by a third or fourth. 

Mr. Horn. I can say this, Mr. Chairman: We have focused a 
great deal of attention in our adminstration of this program in reduc- 
ing the reports but the actual fact is, you take this—— 

Mr. Tomas. How many have you reduced, if you get 1,375 a year 
now? How many did you ‘have 5 or 6 years ago? 
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Mr. Horp. We reduced schedules, but we add new ones all the time, 
We are not basically responsible for the reports that have to be got- 
ten. ‘Take this use-it-or-lose-it program. It required a very substan- 
tial increase in reports. 

There is capital-gains legislation, et cetera. 

Mr. Tuomas. Is that part of your 1,375 reports you are getting 
now ¢ 

Mr. Horn. In the “use it or lose it” ? 

Mr. Tuomas. Yes. 

Mr. Horp. We get segment traffic data for the administration of 
that program. 

Mr. Tromas. How often do you get that report now ? 

Mr. Horp. It is a monthly figure reported quarterly. It is a 
monthly figure. 

Mr. Tuomas. Reported quarterly. 

Mr. Horn. It is reported monthly and it is by stations, by seg- 
ments. It is quite detailed data. In the capital-gains legislation 
we had also to install a new set of reports. We also have collected 
additional information in connection with the introduction of jet 
aircraft. 

Mr. THomas. How many people do you have in your Bureau al- 
together ? 

Mr. Horn. 147. 
NEED FOR REPORTS 


Mr. Durrere. I might say, Mr. Chairman, that this particular of- 
fice, I am sure the Chairman is aware, is, you might say, a service 
bureau. As to all of these reports, it is not the mere fact of the filing 
of the reports, but the analysis of the reports and their use in rate 
and route cases that are of value to this Board. 

Mr. Tuomas. You do not have to get that information every 15 
minutes to come up with a pretty good idea in making a rate, do you! 

Mr. Durrer. I would say, for example, in the area of monthly 
traffic reports that they are indispensable to watch this industry. 

Load factors can go down or up that would have a drastic effect on 
this industry in a month, in 2 months. 

Mr. Tomas. You do not change the rates but once in 4 or 5 years, 
though, do you? 

Mr. Gurney. Yes. 

Mr. Txromas. How often? 

Mr. Durrer. Since the institution of the general passenger fare 
case, we denied one request for a rate increase; we granted two suc- 
cessive temporary rate increases. 

Mr. Tromas. You denied one and granted two covering what pe- 
riod of time? 

Mr. Durrer. 1956 to date. 

Mr. Tomas. Five years. 

Mr. Durree. Yes, sir. 

Mr. Ostertac. Those are general, overall ? 

Mr. Durree. Yes. 

This was trunkline, overall trunkline rates. 

Mr. TxHomas. Couldn’t you have come to that conclusion on just 
about one-half of these reports? Wouldn’t it have given you the 
same information ? 
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Mr. Durrer. No, sir. 

Mr. Tuomas. Are you sure about that, Mr. Chairman ? 

Mr. Durrer. You will have to ask the rate people. The same is 
true when you are dealing with routes. 


FIELD AUDITS 


Mr. Tuomas. You dealt with 


the audit of Pan American for prior periods in connection with the court re- 
mand of the Transatlantic Mail Rate case covering the period from 1946 to 
1953 which will continue to be a project of top priority involving a large por- 
tion of the total staff during fiscal years 1960 and 1961. 

How many auditors do you have? 

Mr. Horn. We have 72 on the staff. 

Mr. Toomas. How many are in the field ? 

Mr. Horp. About 59. 

Mr. Tuomas. You state further on page 51 of the justifications as 
follows : 

The formal proceedings in the 1954 case have been separated in such a way 
as to place primary responsibility on the Field Audits Division for preparing 
the accounting case, the formal exhibits, and supplying the expert witnesses. 

How did you get so far behind on the auditing ? 

I remember when Judge Ross originally was on the Board. He 
needed 10 or 12 more accountants, and I insisted that he take them. 
I thought we did that 7 or 8 years ago in order to catch up. 

Did we catch up ? 

Mr. Gurney. In 1955 you gave them three, I believe. 

Mr. Tuomas. That has been about 6 or 7 years ago. 

Mr. Gurney. Yes, sir. 

Mr. Tuomas. I believe you could cut down on some of this paper- 
work and put into your auditing work 15 or 20 more people. Also, 
if you put some in Safety it would not hurt you a bit. 

That is one of your soft spots. 


STATISTICAL AND RESEARCH SERVICES 


Mr. Tuomas. Let us take a look at your statistical research services. 

Here is another one: You could put some_of that manpower over 
in your Safety Division or over in your Rates Division. 

At this point in the record we shall insert pages 53 through 58. 

(The pages referred to follow :) 


I. PURPOSE OF WORK 


To provide the Board with a centralized economic research and statistical 
facility to analyze, interpret, and define facts, and to provide technical, statisti- 


cal, and analytical services to the Board and the staff; to prepare recurrent 


traffic and financial reports of air carrier operations; to work with other agen- 


cies On economic and statistical programs; and to provide cartographic services. 
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II. FINANCIAL REQUIREMENTS 
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Average 
Permanent! number 

positions of all 
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| 
| employees | Personal | Nonsalary| Total 
} services items 
ey = -., eri IE a 

Sareea eee bel Se 36 | 33. 4 $224, 934 | $35, 454 | $260, 388 
——_——— = | = = — = as oo 
RNIN os radisivcccacebaceunkunns 36 35.3 244, 700 | 37, 300 282, v00 
SRS a 44 41.7 309, 400 49, 600 359, 000 
Increase, 1961 over 1960.__....-..__- | 8 | 6.4 64, 700 12, 300 77,000 











The increase in staff is necessary (a) to meet the heavy additional research 
burden imposed by the rapid conversion now being made to larger and faster 
jet aircraft, (b) to reduce the increasing lag in preparing and distributing the 
body of factual data essential to expeditious handling of all current economic 
proceedings before the Board, (c) to provide limited technical assistance to 
the hearing examiners in the analysis of voluminous factual records in formal 
proceedings, and (d) to discharge existing international commitments imposed 
by representation on U.S. delegations and technical panels in support of U.S. 
positions in the accounting and statistical activities of the International Civil 
Aviation Organization (ICAO). 


Ill, NATURE OF WORK AND SUMMARY OF SITUATION 


The Board’s statistical and research activities are performed by the Research 
and Statistics Division of the Office of Carrier Accounts and Statistics. They 
fall into two main categories which, with the number of positions assigned, 
are as follows: 


Actual, 1959 | Estimate, 1960 | Estimate, 1961 | Increase, 1961 


over 1960 
| Posi- |Average| Posi- |Average| Posi- |A snaaial Posi- |Average 
| tions jemploy-| tions jemploy-| tions jemploy-| tions jemploy- 

ees ees ees ees 

| | 

eee plait - : -| a 
Research ______- adie 14 12.1 14 13.7 21 19.3 7 5.6 
Statistical reports -.-_- nie tino 22) 21.3 22 21.6 23 22.4 1 0.8 
Ni Sake chasis tibchee ns giieceeibstlins 36 | 33. 4 36 35.3 44 41.7 8 6.4 


Each of the above work areas is briefly described below : 
1. Research and services 


(a) Need for research services.—Board decisions can have important and far- 
reaching effects not only upon individual air carriers and the entire air industry, 
but upon the economy at large. Unprecedented developments in the air trans- 
port industry due, in large part, to the introduction of jet aircraft have sub- 
stantially increased the number and gravity of Board decisions. Effective 
regulation under conditions of such revolutionary change requires study into the 
relationships between the revolutionary technological changes in the methods 
of producing air transportation and the scope and intensity of the inevitable 
economic consequences of such changes upon the industry. 

In the jet age, air carriers will operate in an environment of uncertainty and 
extraordinary change. Billions of dollars of capital expenditure will be made 
on new flight equipment and ground facilities. Training and operating costs will 
reach unprecedented heights. There is every indication that current develop- 
ments are but a prelude to continuing revolutionary changes as the full impact 
of the jets makes itself felt and as additional technological advances are in- 
troduced into civil aviation. Giant turboprop and pure jet cargo aircraft, true 
short-to-intermediate-range jets, and large efficient jet helicopters are only a few 
of the major new aircraft types that give fair promise of producing an economic 
“as well as a technological revolution. 
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The Board’s ability to accomplish its overall regulatory responsibilities with 
maximum speed and at least possible cost, under a situation as dynamic as this, 
makes research a highly necessary and important function. Without the ad- 
ditional funds requested the Board cannot even begin to meet its goal effec- 
tively. Even now, the Board has been hampered by the fact that the domestic 
jet study could not be completed at an early enough stage to provide its maxi- 
mum utility to the Board in preparing its regulatory program for introduction 
of the jet aircraft. In fact, the background studies in respect to the economic 
impact of jet aircraft on domestic air transportation are just now being com- 
pleted. Nothing has been done on this problem in the international field. 

With the additional personnel requested for fiscal year 1961 some studies, 
designed to meet only the most essential needs of the Board, could be under- 
taken. Examples of areas where such studies are believed of significant urgency 
and importance are: 

(1) Economic research: Continuing study of the economic impact of jet 
aircraft in both domestic and international operations as demostrated by 
its actual performance, costs, traffic generating powers, and competitive 
implications will be of utmost importance as the conversion from piston to 
jet aircraft progresses over the next few years. Additional studies will be 
initiated relating to the effects of fare increases and decreases on the de- 
mand for air transportation; a study of the effect of general business condi- 
tions on air traffic volume; an analysis of the potentials for airline pene- 
tration of the intercity travel market, especially for short and intermediate 
trip lengths. 

(2) Forecasts: The Board has not had long-range forecasts of its own 
even on such basic items as domestic passenger traffic and capacity volumes. 
The traffic and capacity forecasts that were first initiated on a small scale 
in fiscal 1959 as part of the overall jet study would continue on only a 
skeleton basis in fiscal 1960 (because of lack of staff), but could be broad- 
ened and significantly improved in fiscal 1961. 

(3) Review of the significance of industry trends and developments: 
More up-to-date and comprehensive reviews of trends of industry traffic 
and financial developments and analysis of their significance for current 
and future operations of the air carriers with the objective being to keep 
the Board better informed on those aspects of importance to the operating 
programs. 

(4) Improvements in the origin-destination surveys: The development of 
a completely revised method for collecting and analyzing the passenger 
origin and destination’ data for international traffic to provide statistical 
support in bilateral air route and capacity negotiations and consultations. 
The serious shortcomings of the present survey make such a program highly 
imperative, particularly because of the sharp inroads that continue to be 
made by foreign-flag carriers into the U.S. share of the international market. 
In addition, further new types of origin and destination surveys involving 
other classes of carriers and/or traffic will need to be explored, especially 
cargo surveys. 

(b) Need for expanded technical assistance——The impact of the Board’s ex- 
panded program for the economic regulation of air carriers has been felt by all 
components of the Board. The Office of Carrier Accounts and Statistics, because 
of its freedom from participation as an advocate in formal cases, has been called 
upon increasingly for a broad program of technical assistance to the Board mem- 
bers, hearing examiners, opinion writing staff, routes and rates staffs, and other 
Government agencies. The performance of these special services has been super- 
imposed on an already inadequate staff and can be performed only at the expense 
of disrupting and delaying essential recurrent work. Since both the volume of 
regular work and the technical assistance activities are expanding, the lag of 





1 Origin-destination statistics are among the most important basic facts gathered and 
used by the Board. They show the number of people making air trips between cities of 
origin and cities of destination; the carriers providing the transportation; and the inter- 
mediate cities, if any, where changes are made from one carrier to another. These sta- 
tistics are used in the awarding of new or improved routes that are under consideration in 
specific route cases, as well as in airline schedule planning and other operating programs. 
In the international field the origin and destination data provide the basic statistical sup- 
port in bilateral route and capacity negotiations and consultations. Traffic flow statistics 
differ from origin and destination statistics in that they show the number of persons on 
flights between specific cities, regardless of where the trip originated or terminated. 
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regular work will become even greater and the ability to meet the demands for 
technical assistance will continue to lessen. 

Examples of recent top-priority assignments performed at the expense of 
other functions include work on the general passenger fare investigation, the 
BOAC Transpacific Route case, the Great Circle Route case, and the recent post 
office legislative proposal on the use of air carriers to achieve next-day delivery 
of surface mail. 

A principal objective for fiscal year 1961 is to expedite completion of major 
economic cases by providing increased assistance to the hearing examiners. Such 
technical assistance, both during the course of proceedings and as an aid in the 
preparation of decisions, can substantially speed up the work in route and rate 
eases by relieving the hearing examiners of the burden of much statistical and 
analytical work that can often be performed more efficiently by the specialized 
personnel and facilities of this activity. In the past, such help has been limited 
to the decision phase of proceedings. The increased staff for fiscal year 1961 
would make it possible to provide limited technical assistance to hearing ex- 
aminers during the course of major proceedings. Such expanded assistance has 
been proposed by the hearing examiners to speed up large route proceedings cur- 
rently underway (for example, the Southern Transcontinental Route case). 

(c) Need imposed by international commitments.—The responsibilities of the 
Office of Carrier Accounts and Statistics in international activities include par- 
ticipation in the statistical program of the International Civil Aviation Organiza- 
ation (both in developing the program and in reporting U.S. air carrier statistics 
to the Organization) and in the airport and air navigation facilities user charge 
program of this Organization. The Chief of the Office usually acts as chairman 
of the U.S. deleration to international conferences on these subjects. The objec- 
tive of the user charge programs is to recommend principles and practices to 
be used by the various countries in charging air carriers for use of the facilities. 
Since the United States pays a disporportionate share of the costs of such facili- 
ties, the conclusion of the international conferences on user charges are of pri- 
mary concern. An increasing amount of time must also be devoted to coordi- 
nating accounting and statistical activities with individual foreign countries 
and in solving problems in these fields. Recent instances of this sort have 
involved Canada and Brazil. 

The International Civil Aviation Organization, with the full support of the 
U.S. Government, adopted last year a program for the collection of 
passenger origin and destination statistics on a worldwide basis if a feasible pro- 
gram could be developed. A large part of the responsibility for the development 
of such a program will rest upon the United States and, more specifically, upon 
this Office which, of necessity, must shoulder the primary burden. The burden 
includes in the first place, the provision of U.S. representation on the panel 
established for the development of the project and, in the second place, the pri- 
mary technical responsibility for developing a feasible plan. One international 
meeting of the panel has already taken place, another will be held in the spring, 
and at least two or three additional meetings will be held in a subsequent year. 
These meetings will convene in various places in the world including Europe, 
Canada, and possibly other areas. The carrying out of this responsibility will 
also involve extensive coordination and cooperative effort during the preparatory 
stages with various other foreign countries, particularly Canada, Brazil, and the 
United Kingdom. 

All of these activities are of major concern to the U.S. Government, and the 
Board is committed—in the interest of maintaining U.S. prestige and leader- 
ship—to active participation in these important programs. However, the scope 
and volume of the international activities have increased to such an extent 
that the burden can no longer be carried without additional staff. 

2. Statistical rererting 

The statistics of airline operations are the hard facts upon which analyses, 
forecasts, and decisions are based. Although this activity has a broad respon- 
sibility for developing, improving, and producing statistical reports and other 
statistical resources needed for the Board’s overall economic program, it is 
currently so inadequately staffed that it ean do only a very limited job. ‘Little 
time is available for planning of the reports to keep abreast of industry develop- 
ments, for resolving problems arising from incorrect or abnormal reporting, or 
for developing processing procedures and schedules for timely completion of 
the statisti-a1 products. There is now an 8- to 12-month lag in the regularly 
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published financial and traffic reports, due both to inadequate staff and to 
diversion of the available staff to special high priority technical assistance 
projects. This deficiency places a serious handicap upon the Board for it must, 
in some cases, formulate its decisions on the basis of out-of-date statistics. 
Therefore, the program of the statistical reports activity for fiscal 1961 is 
focused on the highly important objectives of achieving improved statistical 
and economic standards in the periodic statistical reports, together with an 
jmproved coverage of industry statistics on a more up-to-date basis. 

Particular attention will be required to eliminate deficiencies in the collec- 
tion, evaluation, and production of traffic origin-destination statistics. Because 
of the specialized nature of the origin and destination statistics and the con- 
tinuing new development and expanding activity in this work area, within 
the limits of existing staff, it is planned to strengthen the origin and desti- 
nation survey function by separating it from the general traffic statistics func- 
tion. The recent revision of the domestic origin and destination survey to a 
continuous sample method, permitting for the first time urgently needed pub- 
lication of both seasonal and annualized data; the planned revision of the inter- 
national origin and destination survey (very likely including special detail 
to satisfy the needs for bilateral treaty negotiations) ; the recently-inaugurated 
collection of domestic traffic flow data needed to study the effects of jet serv- 
ices on specific markets; and future needs for air cargo origin and destination 
for both direct and indirect air carriers all indicate the need for strengthening 
the increasingly important origin and destination function. 


Mr. Tuomas. In research you have 14 people, and in statistical 
reports you have 22, for a total of 36. 

You want to increase that by eight. You say— 
The Board’s statistical and research activities are performed by the Research 
and Statistics Division of the Office of Carrier Accounts and Statistics. 

What is the difference between this and page 53 of the justifica- 
tions ? 

On page 53 you say— 
to provide the Board with a centralized economic research and statistical 
facility to analyze, interpret, and define facts, and to provide technical, statis- 
tical, and analytical services to the Board and the staff, to prepare recurrent 
traffic and financial reports of air carrier operations; to work with other agen- 
cies on economic and statistical programs; and to provide cartographic services. 


You further state that— 


the increase in staff is necessary to meet the heavy additional research burden 
imposed by the rapid conversion now being made to larger and faster jet air- 
craft. 

Mr. Durrer. Those are two different analyses of the same activity. 
They are the same activity, and the increase in number of person- 
ne]-— 7 

Mr. Tuomas. That is what I thought. You state under the need 
for research services the following: 

Board decisions can have important and far-reaching effects not only upon 
individual air carriers and the entire industry, but upon the economy at large. 

That is certainly not an overstatement; is it? 

You further state 





Unprecedented developments in the air transportation industry due, in large 
part, to the introduction of jet aircraft, have substantially increased the num- 
ber and gravity of Board decisions, Effective regulation under conditions of 
such revolutionary change requires study into the relationships between the 
revolutionary technological changes in the methods of producing air trans- 
portation and the scope and intensity of the inevitable economic consequences 
of such changes upon the industry. 
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Those are touching words; are they not ? 

Mr. Durrer. I hope they are. 

Mr. Tuomas. Off the record. 

( Discussion off the record. ) 

Mr. Trromas. Those are fine words. If you left out those words, 
we could reduce this by about one-half, or 16 people. By le: aving 
out those last two paragraphs, you could put those people in your 
safety work. 

Mr. Dvurrer. I think we feel we had better have research in this 
area, 

Mr. Tuomas. You feel you need all 36 of them ? 

Mr. Durrer. Yes, sir. 

Mr. Tomas. It isa mighty weak case, Mr. Durfee. 


SAFETY ACTIVITIES 


Let us at this point in the record insert pages 59 through 65 of the 
justifications. 
(The pages referred to follow :) 


I. PURPOSE OF WORK 


To investigate aircraft accidents and incidents involving civil aircraft of 
U.S. registry, wherever they occur, and accidents involving civil aircraft of 
foreign registry that occur in the United States or its possessions; to conduct 
public hearings or take depositions on such accidents to determine the facts, 
conditions, and circumstances; the probable cause and underlying factors; cor- 
rective action required and to make recommendations to prevent recurrence; 
to investigate aeronautical hazards, and other matters affecting air safety, and 
to furnish the Board, the industry, and the public with statistical data, techni- 
eal analyses, and results of safety surveys developed as a result of such in- 
vestigations. 

Il. FINANCIAL REQUIREMENTS 





Average ier Obligations 





Permanent; number ban een ont t) dee wad i 
positions | ofall 
| employees | Personal | Nonsalary Total 
services et items 
- iainjartssiehshehinecadhdehmestnlaibaideaces mf }————. -|—— a 
NN ni a i 108 | 11.9} $913,801 | $248, 609 | $1, 162, 500 
j =— seas | | —— 
npc e se seer ee 127 122.9| 995,100] 312,900 | 1, 308, 000 
DN Tenn si nsec eek b ow eee a | 139 134.8 1, 106, 600 | 371,400 | 1, 478, , 000 
hE: Fe cemicaniinen tales ~s 
Increase, 1961 over 1960_...........-_ 12 | 11.9 | 111, 500 58, 500 | 17 0, 1, 000 
' 


The increase requested applies principally to air carrier accidents and re 
flects the substantially increasing number of man-hours required to complete 
an accident investigation involving the novel and complex problems encoun- 
tered with respect to turbine-engine aircraft. Also, to reduce the large accumnu- 
lation of uncompleted small plane accident reports awaiting analysis and de- 
termination of probable cause, and to provide for additional training of technical 
and engineering staff in the technical and operational developments, particularly 
those involving turbine-engine aircraft. The request is based on the assump- 
tion that the Board’s request to the Federal Aviation Agency to investigate 
nonfatal small plane accidents (public notice 13) will continue to be in effect 
through the fiscal year 1961. 
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Ill. NATURE OF WORK AND SUMMARY OF SITUATION 


The Board’s safety activities, including accident and incident investigations, 
public hearings and taking of depositions, analysis and general air safety activi- 
ties are performed by the Bureau of Safety and fall into five categories which, 
with the number of positions assigned to each group, are as follows: 





| 

















| 
| Actual, 1959 | Estimate, 1960 | Estimate, 1961 | Increase, 1961 
| | over 1960 
Preutnd Bei bid oul ni 
Posi- |Average| Posi- |Average| Posi- |Average| Posi- |Average 
| tions jemploy-| tions lemploy-| tions lemploy-| tions |employ- 
| ees | | ees | ees | ees 
cieiieeceneerpettranimtnigteisistincremvsinieor an] oe { femenmen -| done cee hm 
| | | | | | 
1. Safety investigation___-_- | 49} 46.6 | 61] 59.0} 65 | 63.7 | 4 4.7 
9, Engineering | 18 15.4 | 18} 17.6 | 21 20.0 3 2.4 
3, Operations.____- 9| 18.2 l1i| 10.6 | 13 12.4 | 2 1.8 
4 Satsty. emalysia....... ..nice-n0-s-0+-+ | 16 | 15.0 | 21; 2.0 24) 23.0] 3 | 3.0 
5. Director’s office_._....-. “a 16; 16.7} 16]; 15.7 16 15.7 — “ se 
Ta ist bk Said weenie | 108 | 111.9 | 127 | 122.9 | 139 | 134.8 12 11.9 
| \ | ! | | ' 





Information concerning the above work areas is explained in the following 
paragraphs: 


1. Safety investigation 

This group is charged with investigating all significant aircraft accidents, 
incidents and aeronautical hazards; conducting and participating in public hear- 
ings to determine their probable cause; the taking of depositions, analyzing and 
digesting the evidence, coordinating and preparing formal accident reports for 
release to the public by the CAB; conducting safety surveys and reporting on 
investigative findings that indicate the need for improvement in air safety; re- 
porting on and making recomendations for preventive action. 

There are shown below some of the more significant items of workload: 


Number of units 











| 
1959 1960 | 1961 

| 
Accidents requiring investigation.....................-.---.-----.. | 426 | 705 | 7 
Accident investigations completed eo aan 276 575 650 
Special safety studies and projects completed bat 49 | 50 | 60 
Publie hearings. ....-..~.-- Oi cis hk chek Siren ET 8 | 20 22 
Depositions taken (in lieu of public hearings) -_-.......-........------ 13 18 20 
Formal accident reports_........-- Peete nuatwaders atin teen 23 30 35 





Although the delegation 


(PN 13) 


to FAA to investigate nonfatal general 


aviation accidents will remain in effect in 1961, additional manpower is nec- 
essary to (1) handle an anticipated 5 percent increase in the number of acci- 
dents requiring investigation, (2) reduce the investigation backlog about 15 
percent, (3) inerease training assignments to keep the staff adequately in- 
formed concerning technical developments, particularly those involving turbine- 
engine aircraft, and (4) resume to some extent the special safety studies which 
have had to be set aside because of the pressure of accident investigation work. 

The Board, effective December 31, 1958, resumed the investigation of all fatal 
accidents in general aviation. This resulted in a substantial increase in work- 
load. At the end of fiscal year 1959, despite hundreds of hours of overtime, 
an accumulation of 200 accidents were still in the process of investigation. In 
an effort to meet the investigation workload personnel were spread so thin 
that backlogs developed in a number of safety activities, especially in engineer- 
ing and operations. Nine investigators and two clerical positions were added 
to this activity in 1960. The investigation workload for fiscal year 1960 is esti- 
mated at 526 accidents or an increase over fiscal year 1959 of 23.5 percent. 


51632—60——37 
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The investigations completed during the year will be increased from 276 to 550 
or approximately 100 percent. In an effort to reduce backlogs investigative 
procedures in the form of comprehensive checklist types of reports have been 
designed to expedite the less complex type of investigations. Despite this 
and other administrative refinements in investigational procedures intended to 


move workloads, and with the 3 additional positions requested for fiscal year 


1961, our anticipated backlog at the end of 1961 will approximate 150 investi- 
gations. 

The services of an additional hearing officer are necessary to permit the 
Bureau to handle an anticipated 33-percent increase in public hearings, and 
an 18-percent increase in the number of depositions taken, as well as the prep- 
aration and release of a commensurate number of formal accident reports, 
In addition, and of primary importance, his services will assist in minimizing 
the time element between the accident occurrence and the release of the Board’s 
findings to the public. 

2. Engineering 

The engineering group conducts the technological and engineering phases of 
aircraft accident, incident and hazard investigations, makes safety research 
studies, supervises laboratory tests, evaluates findings, participates in public 
hearings, and develops recommendations for corrective action relative to the 
design, manufacture, testing, inspection, and maintenance of aircraft and ground 
facilities. 

There are shown below some of the more significant items of workload: 


Number of units 


1959 1960 1961 






Accident and incidents received | 86 115 140 
Accidents and incidents completed ] 73 84 | 110 
Technica! accident ond incident reports received | 1Af 225 | 240 
Technical accident and incident reports completed 140 | 1") | nS 
Accident and incident case review received 93 | 150 | 18) 
Accident and incident case review completed 76 86 25 
Evaluation and development of remedial recommendations received 57 65 | 75 
Evaluation and development of remedial recommendations completed 4) 45 | & 
| 





At the end of fiscal year 1959, the engineering work backlog had increased 
approximately 100 percent over the previous year. This is accounted for by 
(1) the resumption by the Board of investigation of fatal general aviation 
accidents as of December 31, 1958, and (2) the increased complexities involved 
in the engineering phase of accident investigation. The multiplication of re 
mote controls, system functions, and pieces of mechanisms in the new turbine- 
engine transports has substantially increased the man-hours required to com- 
plete an engineering investigation. In addition, the increased complexity of 
aircraft has necessitated the expenditure of greatly increased time and effort 
in the human engineering phase of investigation to insure accurate cause de- 
termination and adequate corrective action. Unless manpower is available to 
perform the engineering work required in connection with accident investiga- 
tions the real value and benefits to be derived from such investigations in fur- 
thering air safety will be lost. The three additional positions requested will 
help greatly to diminish the annual increase of the work backlog and to ex- 
pedite the making of recommendations for corrective action. The Board will 
be able to bring to conclusion certain technical reports on matters concerning 
investigative data which are already available in substantial quantity, but 
will serve little useful purpose until disseminated in report form. 


8. Operations 


The operations group is responsible for the investigation and analysis of the 
operational aspects of aircraft accidents and incidents involving air carrier, 
private and executive flight operations, piloting techniques, air traffic control, 
aviation facilities, meteorology, safety problems in the use of airspace, and the 
adequacy of civil air regulations for safety in air commerce. 
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There are shown below some of the more significant items of workload: 


Number of units 


\ecident investigations received 60 80 | 100 
Accident investigations completed ----..-- wears _ awe ‘ 44 65 75 
Incident investigations----. : * , . ‘ : 7 | 16 24 
Violation case review ‘ : ad biebes abk ~ckee 20 | 40 | 0) 
Evaluation 4nd development of remedial recommendations -.-..------ 21 | 40 60 


a 


The workload in this area also reflects the impact of the resumption by the 
Board of investigation of fatal general aviation accidents as well as the increas- 
ing complexities involved in the operations phase of accident investigation. 
Although the increase requested will permit a considerable increase in accident 
investigations completed and in the evaluation and development of remedial 
recommendations it will not be possible to keep pace with the number of acci- 
dents to be investigated and the backlog of investigations will continue to in- 
crease. 

Increasing aircraft speeds and traffic congestion represent one of the most 
serious safety problems confronting U.S. aviation. In view of the clearly iden- 
tifiable trends toward further increases in both speeds and traffic density, in 
connection with its safety investigation activity, the Board is under increasing 
pressure to consider fully all of the many factors which might serve to minimize 
the growing air traffic problem. The addition of an airspace specialist, fully 
cognizant of the problems involved in the operation of high performance aircraft 
at high altitudes and familiar with the mechanism and procedures of the air 
traffic control machinery, is essential to enable the Board to evaluate accurately 
the airspace problems manifested in aircraft accidents. 


I 


} Safety analysis 

This group is responsible for the detailed analysis of all civil aircraft aeci- 
dents, incidents and flight hazards to determine causal and contributory factors 
necessary for recommending preventive measures and for furnishing the Board, 
the industry, and the public with statistical, analytical, causal, and other types 
of reports for use in promoting air safety. 

There are shown below some of the more significant items of workload in- 
volved : 


Number of units 


1959 1960 | 1961 
Accident reports received for analysis | 1, 936 | 4, 800 | 5, 000 
Air carrier daily mechanical reports analyzed ex | 1, 875 | 2, 300 2, 600 
Statistical reports Studies Completed s ae 50 75 80 


The number of accident reports analyzed and processed has not kept pace with 
the volume of reports received, resulting in an increasing backlog of unanalyzed 
and unprocessed reports. The number of reports received has increased tre- 
mendously since resumption of the investigation of fatal general aviation acci- 
dents and the determination of probable cause in all general aviation accidents 
during the last half of fiseal year 1959. In that period, 1,936 accident reports 
were received for classification, analysis, and processing, including the issuance 
of reports. In the fiscal year 1960, it is estimated that this total will increase 
te 4,800 reports, an increase in excess of 140 percent, and to 5,000 reports in 
1961. At the same time, all related division activities will increase commensu- 
rately. 

The accident record of both air carrier and general aviation for the past 5 
years has increased at an annual rate of approximately 8 percent. This in- 
creased rate is due primarily to the 514 percent annual increase in the number 
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of active aircraft and an 8 percent increase in the number of plane-miles flown. 
FAA predicts an increase of 7 percent in hours flown in general aviation during 
the next 3 years with an overall increase in passenger-miles flown in air carrier 
operations of 34 percent. Based on these figures and the forecast that 862 turbo- 
jet turboprop aircraft will be in service by the end of fiscal year 1961 as 
compared with an estimated total of 266 turbojet and turboprop aircraft in 
operation at the start of this fiscal year, some increase in the total number of 
accidents can be expected. 


5. Director’s Office 


Activities under this heading involve planning, initiating, directing, and 
supervising the functions of the Bureau in carrying out the aviation safety ac- 
tivities with which the Civil Aeronautics Board is charged under the Federal] 
Aviation Act of 1958; handling a large volume of requests for information from 
the public and other agencies; developing and coordinating proper representa- 
tion in preparing the Board’s presentation of the U.S. position at ICAO 
meetings; and for directing the operational, fiscal, and administrative matters 
necessary for the Bureau’s operations within the policies of the Civil Aeronautics 
Board. Some representative items of workload involved are as follows: 


| Number of units 


ee 
1959 | 1960 1961 
we lle iiletaebsiciaeatiee hitomi wiht saenoaieteaeaiee 
Replies te letter inquiries.......... 5... -.- 220-002-000 n-2--- | 1. 093 | 2, 500 2, 700 
Photostats prepared - -.----.--- item Binet acnashrarciareien 12, 664 28, 000 30. 000 
Teletype messages, transmitted --......--------- bebe 1, 034 | 1, 680 | 2.77 
"Felstwne maseges, roetived ... . «....- 5.4 2. ceca pecncowes4-00- | 1, 199 | 1, 560 | 2. 030 
Parcels of mail controlled _-_....--.------------ ssnletanap as dealin : 2, 831 3, 200 3, 800 


PERSON NEL 


Mr. Tuomas. I note that you have 127 positions in this activity, and 
you want to increase it to 139, which represents an increase of 12, to 
go over into nondeath cases and little-plane cases; is that correct? 

Is that what the increase is for? 

Mr. Durree. Yes, sir. 

This will not, of course, include anything for investigation of non- 
fatal small-plane accidents. 

Mr. Tuomas. Let us see how you are using these people. You have 
127 people. 

Mr. Durree. We have 127 now, and are requesting 139 for 1961. 

Mr. Tuomas. And, 16 of them are in Mr. Bakke’s office ? 

Mr. Bakke. That is an error. Only 14 of them are in the Direc- 
tor’s office. I believe this is an old figure which originally included two 
typists inthe typist pool. I want to correct that, sir. It is actually 14. 

Mr. Tuomas. In this division of operations you have 11 people? 

Mr. Durreg. Yes, sir. 

Mr. Tuomas. You have an engineering division of 18 people, and 
a Safety Analysts Division of 21. 

Now, we get right down here to this overwork problem, and the 
chairman spelled that out pretty effectively, I thought. Those people 
in the Safety Investigation Division are overworked. I think the reec- 
ords shows some of them working overtime to the extent of 35 or 40 
hours a week. 

Mr. Durrer. Yes, sir; the average is 30 hours. 

Mr. Tuomas. You have 17, and you have a field staff of 44. In 
other words, you have about 61 people out of your 127. 
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What about your engineering staff and what about your safety 
operations ¢ 

Mr. Dorrer. Mr. Chairman, the Safety Investigation Division also 
includes safety analysis, engineering, and operations. These people 
are all technical experts within these operations. They are the investi- 
gators who are experts in operations. 

Mr. THomas. “Pale, for instance, your Safety Analysis Division 
which determines statistical and qualitative factors of aircraft acci- 
dents and prepares reports and safety bulletins. 

There is your soft spot. 

How many of them are working on bulletins? 

Mr. Durrre. Mr. Bakke, I do not believe this division actually 
investigates. 

Mr. Baxxer. No, sir. The safety analysis division handles the 
analysis of accident reports on which there are no field investigations, 
for instance, which include approximately 80 percent of all the acci- 
dents that happen. What this means is that we get the accident re- 
port by the pilot, the operator, the airport operator, the local State 
yolice, and that comes into Washington and they will analyze it in 
W ashington without the benefit of field investigation. 

That is one big effort of the organization. 

Mr. Troomas. You say they assist in the preparation of reports and 
safety bulletins. 

How many reports do they prepare, and edit, as well as bulletins? 
How many people are doing that ? 

Mr. Baxxe. As far as bulletins are concerned, last year not a single 
one. We just did not have time for it. We had an accident “at 
Chase, Md., and there were two things which were involved which 
gave us a great deal of concern. One was the question of the com- 
bustibility of turboprop fuel, which in this case was kerosene, and the 
other was in connection with electrical discharges in the vicinity of 
thunderstorms, and the third was the history of accidents in Viscount 
aircraft, 

Before the next day was ended this analysis division had completed 
four reports in DMR. 


INVESTIGATIVE PERSONNEL 


Mr. THomas. How many people in the field who do field work? 

Mr. Baxxe. Safety analysis? 

Mr. Tuomas. No; I have reference to your entire personnel. 

Mr. Baxxe. Fifty-nine are in the field. That does not mean, how- 
ever, that they are the only investigative personnel. We have con- 
centrated all our engineering specialists—structures, powerplant and 
systems, and so on—in the Washington office. They are just as much 
investigators, but we keep them at one focal office here in Washington 
and send them out whenever a particular accident requires their 
assistance. 

The same is true of the operations personnel. There is where our 
aircraft control personnel is located, and they include meteorologists, 
and so forth. They are just as much investigators as are the rest. 
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IMMEDIATE OFFICE OF DIRECTOR 


Mr. Tuomas. How many people do you have in your immediate 
office? Is that number 147 What do they do? You have the Diree- 
tor, the Associate Director, and the Assistant Director, as well 
secretarial and clerical help. 

Mr. Bakke. Sir, we have an administrative unit consisting of six 
people. The administrative officer has one assistant and four-clerical, 
which includes a very small typing pool. This group serves the en- 
tire bureau in typing requirements. In my immediate office there are 
nine positions, including myself, an Associate Director, and one Assist- 
ant Director. The rest are clerks and typists who handle the corre- 
spondence. I think, sir, numerically this is one of the smallest direc- 
tor offices in comparison with the total size of the Board. 

Mr. Tuomas. It is obvious, gentlemen, that we cannot finish this 
hearing this afternoon. So, let us go back to our offices and return 
tomorrow morning at 10 o’clock. 


FRIDAY, J ANUARY 29, 1960. 


Mr. Tuomas. Gentlemen, the committee will please come to order, 


ADMINISTRATIVE SERVICES 
ADMINISTRATIVE ACTIVITIES 
Mr. Reporter, will you put pages 73, 74, and 75 in the record? 
(The pages referred to follow :) 
SUBACTIVITY 4A. ADMINISTRATIVE ACTIVITIES 


I. PURPOSE OF WORK 


To provide overall general administration within the Board, including financial 
management, personnel, organization and procedures, internal administrative 
policies and regulations and other administrative activities for the entire Board. 


II. FINANCIAL REQUIREMENTS 


Average Obligations 
Permanent} number . 
positions of all 
employees | Personal | Nonsalary Total 
| serv ice ter 
Actual, 1959 eee eee al 35 33.9 $994 132 $23. 734 $247, S66 
Estimate, 1960. __......-- ee ee 34 33.3 230, 000 26, OOO 256, 000 
Estimate, 1961 sam eat em 36 35.0 238, 10K 29, 900 268, 000 
Increase, 1961 over 1960. ....-.- , 2 1.7 8, 100 5, 900 12, 000 


The increase requested is for handling an increased volume of work relating 
to staff increases proposed for other areas throughout the agency. The follow- 
ing tabulation shows the man-years and total obligations for this activity for 
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the past year, the current year, and the budget year, and their relationship to 
Board totals: 








Man-years Total obligations 
| 
Fiseal year | ae j | | 

| CAB | Administra-} Percent | CAB | Administra- | Percent 

| total | tive | | total | tive | 
—— ee ao a ory 
1950...---- 703. 4 33.9 4.8 $6, 423, 700 $247, 866 | 3.9 
tne camott 747.2 | 33.3 | 4.5 1, 925, 000 | 256, 000 3.7 
1961. 811.3 35.0 | 4.3 | 


| | 


: i 
7, 600, 000 268, 000 | 3.5 
| 


III. NATURE OF WORK AND SUMMARY OF SITUATION 


The work of this subactivity falls into four categories which, with the number 
of positions assigned, are as follows: 





| Actual, 1959 | Estimate, 1960 Estimate, 1961 | Increase, 1961 
| } over 1960 
! ' 


— Tis oun - 
| | | | | 
Posi- |Average| Posi- |Average| Posi- |Average| Posi- |Average 
tions jemploy-| tions jemploy-| tions jemploy-| tions jemploy- 












| } 
| | ees | ees ees | ees 
—_———— -| | _ _ ‘| - _ ee a 
1. Budget and fiscal. ..-.....-.-- 5} 149] 15] 147] 16 5.5| +1] +408 
2. Personnel 8 8.0 | 7 6.8 8 | 7 | +1 +0.9 
3, Organization and procedures------ 6 | 6.0 | 6 | 5.9 | 6 OFF icatienen 
4, Other administrative functions. -_| 6 5.0 6 | 5.9 | 6 5.9 | ---|--=----- 
_— — |___—— 
ites oo gt pi oe 35 33.9 | 34 33.3 | 36{ 35.0} 2 | +1.7 
| | | } | 


Information concerning each of the above-listed work areas is explained in the 
following paragraphs: 


]. Budget and fiscal activities 


The work included under this activity is performed primarily by the Budget 
and Fiscal Section, Office of Administration, and falls into two primary cat- 
egories: (1) Budget administration, including the development and implemen- 
tation of budgetary policies and procedures, review and analysis of staff budget 
submissions, preparation of the Board’s formal budget estimates for submis- 
sion to the Bureau of the Budget and the Congress, development of fiscal plans re- 
flecting the allocation of appropriated funds and staff resources, control of 
appropriated funds through apportionments, and allotments, review and anal- 
ysis of expenditures, financial and budgetary reporting, liaison with other 
agencies on budgetary matters, and advice and assistance to the operating bu- 
reaus on financial and related matters: (2) administrative accounting services, 
including the maintenance of the formal books of account and subsidy records, 
preparation of financial reports, voucher examination and certification, prepara- 
tion of payrolls and payroll records, and provision of travel services. 

Selected workload statistics indicative of increasing work are shown in the 
following table: 


Number of units 





1959 1960 | 1961 
= — - = 
Number of vouchers processed (travel, purchase, ete 4, 400 4, 600 | 5, 000 
Payroll units (average number of persons payrolled 700 | 750 800 
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The Civil Aeronautics Board is an independent agency and, accordingly, its 
budgetary and fiscal activities must encompass all phases and elements of fiseag] 
work, including the interpretation and implementation of laws and regulations 
financial reporting, design and maintenance of its own accounting system, and 
other fiscal matters, varying only in degree from those which must be performed 
by the larger agencies of Government. During fiscal year 1958, a review of the 
Board’s internal accounting system was initiated in line with the provisions of 
Public Law 863, which provides for adoption of accrual and cost-based budgeting 
practices. New procedures were developed during 1959 and fully implemented 
during 1960. 

The work program for this activity for fiscal year 1961 anticipates that, with 
the additional positions requested, all work will be handled on a relatively cur- 
rent basis. 

2. Personnel activities 


The work of this subactivity is directed toward securing and maintaining the 
best possible work force for carrying out the Board’s responsibilities. The work 
performed includes providing the Board and supervisory personnel with advice 
and assistance in meeting specific personnel problems, establishing and adminis- 
tering agency policies and procedures consistent with law and regulations gen- 
erally applicable to Federal agencies in the fields of recruitment and placement, 
position classification and salary administration, performance rating and em- 
ployee recognition, leave and retirement, employee training, and development and 
maintenance of records and compilation of required reports. 

The organizational component primarily concerned with these activities is the 
Personnel Section of the Office of Administration. 


Mr. Thomas (reading) : 


To provide overall general administration within the Board, including finan- 
cial management, personnel, organization and procedures, internal administra- 
tive policies and regulations and other administrative activities for the entire 


Board. 
You want to increase in this particular field from 34 to 36. 


The increase requested is for handling an increased volume of work relating 
to staff increases proposed for other areas throughout the agency. The follow- 
ing tabulation shows the man-years and total obligations for this activity for 
the past year, the current year, and the budget year, and their relationship to 
Board totals. 

In 1959 you had 35 positions; for 1960 the total is 34. You want 
to increase that to 36 for 1961. 


EXECUTIVE AND LEGAL STAFF ACTIVITIES 
Mr. Tuomas. Put pages 66 through 72 in the record. 
(The pages referred to follow :) 
SUBACTIVITY 3a—EXECUTIVE STAFF ACTIVITIES 
I. PURPOSE OF WORK 


Work under this head includes the activities of the members of the Board; 
recording all formal actions of the Board; processing and authentication of all 
documents evidencing such actions; distribution of information concerning Board 
actions and maintenance of liaison with the Congress. 
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Il. FINANCIAL REQUIREMENTS 




















Average Obligations 
Permanent} number a 
positions of all 
employees | Personal | Nonsalary Total 
services items 
= * 
peers Cis al 47 45.6 | $392,709 | $91,046 | $483, 84 
ee auace 49 | 47.8 | 431,200 | 80,800} 512, 000 
Estimate, IID cs ncisiae soccictp dediskitcostcis thi to diwali ceoasstiac haces 49 47.8 431, 200 83, 800 | 515, 000 
Increase, 1961 over 1960__......_._._- | 0} 0 0 3, 000 | 3, 000 





The increase requested is primarily for contributions to the employees health 
benefits program and for increased travel in connection with international 
negotiations. 


Itl, NATURE OF WORK AND SUMMARY OF SITUATION 


This activity embraces the functions of the members of the Board and two 
organizational units grouped therewith. The breakdown is as follows: 


| Actual, 1959 | Estimate, 1960 | Estimate, 1961 | Increase, 1961 


} | | over 1960 


| 
Posi- j|Average| Posi- 
tions 


Average; Posi- |Average} Posi- |Average 





employ-| tions jemploy-| tions jemploy-| tions jemploy- 
| ees ees ees | | ees 
| } | ! ! 
ene | | | 
1. Offices of Members. ........-..--- | 28 28.1 | 28 27.6 28 FEB iciwndeiiiowinnivens 
2. Office of Information_..._.......-- 5 5.0 | 5 4.9 5 Ce 6 aaa 
3. Office of the Secretary. -.....-.-~--. 14 12.5 | 16 15.3 16 15.3 stead cxadianlemila 
MMS Lata eanicsonsashoekect, 47 45.6 | 49 47.8 49 47.8 | 


1. Offices of members 


The responsibilities of the members of the Board, appointed by the President 
with the advice and consent of the Senate, are established by statute and the 
members are charged with carrying out the duties and functions devolving upon 
the Civil Aeronautics Board under the Federal Aviation Act of 1958. The chair- 
man is also the executive head of the Board. 

2. Office 


The Office of Information is concerned with the distribution of information 
concerning Board actions; for maintaining an effective exchange of information 
between the Board and Congress; for keeping the aviation industry, the press 
and the general public advised of major actions of the Board; and for coordina- 
tion of the Board's legislative program. 

8. Office of the Secretary 

The Office of the Secretary is concerned with recording all formal actions of 
the Board, processing and authenticating all documents evidencing such action 
and maintaining the master file of documents reflecting Board action and related 
underlying staff reports. There are shown below some of the more significant 
items of workload and which indicate the growing volume of work: 


of Information 


Number of units 


1959 1960 1961 


Notation, calendar and information memoranda circulated_-.......- 2, 187 2, 500 2, 700 
Board orders processed___...-- Sp Phas ee tt Aa 1, 502 | 1, 800 2, 100 


Board regulations processed 


SR a an ee hil se se kad lien ta sore wae 95 | 7 80 
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SUBACTIVITY 3b—LeGAL STAFF ACTIVITIES 
I. PURPOSE OF WORK 


To advise and assist the Board and members of the Board’s staff in connection 
with all legal phases of economic and safety activities and perform specific func- 
tions in connection therewith, including responsibility for preparation of Board 
opinions and orders in formal proceedings, the preparation of all Board regu- 
lations, the provision of necessary legal services in connection with accident ip- 
vestigations and Board participation in safety rulemaking proceedings, and the 
handling of litigation matters. 


II. FINANCIAL REQUIREMENTS 








| Average | Obligations 
ye ee 
positions | of all | bd 
| employees Personal Nonsalary Total 
| } services | items | 
| } 
$$$} —$_$__—__|___ fae - ase 
REF IRS  oicnnpcrcetsguecbeoesgien aol 63 57.1 | $463,392 $64, 162 $527, 554 
j= | 
a a oe magenta! 64 | 62.6 | 58, 500 | 572, 000 
ne eemenn j 67 65.2 | 66, 500 602, 000 
| ee —— _ ~ — aa 
Increase, 1961 over 1960.............. 3 2.6 22, 000 8, 000 30, 000 
| | i 


| 





The increase requested is for augmenting the opinion writing staff in order 
to meet the anticipated work volume and to reduce forecast fiscal 1960 backlog, 
thereby furthering the Board’s objective of expediting the processing of its 
proceedings, and for handling court cases and essential legal research activities. 
The workload is expected to continue to increase in 1960 and 1961. The opinion 
writing workload is related primarily to the number and difficulty of economie 
and safety appeal cases heard by the Board’s hearing examiners. Forecasts 
in this area indicate that the steady rise in economic cases will continue through- 
out 1960 and 1961, in spite of some decrease in safety appeals cases. Although 
the caseload in the litigation and research area is not expected to change ma- 
terially, the increase in complexity and scope of litigation cases requires the 
expenditure of considerably more man-hours to handle each case. 


Ill. NATURE OF WORK AND SUMMARY OF SITUATION 


The work of this subactivity falls into four categories, which, with the num- 
ber of positions assigned, are as follows: 


Actual, 1959 | Estimate, 1960 | Estimate, 1961 Increase, 1961 
| | | over 1960 


 sadiinpainsaaiasaael iilan~eigenneeibiaal hnciate ‘ 


| | 

} | | 
Post- inwinteil Posi- |Average! Posi- |Average| Posi- |Average 
tions jemploy-| tions (employ-| tions jemploy-| tions jemploy- 


ees ees ees ees 
| 
1. Opinion writing __-- j a 19{ 16.4] 19| 186} 21 20. 3 2 1.7 
2. Litigation and research__...-..---| 11 | 9.6 2 11.6 | 3{ 12.5) 1 | J 
3. Rules and legislation. ee 7 16. 4 | 16 5.7 16 15.7 |. 
4. Immediate office. __- acu 16 14.7 17 16.7 17 16.7 
i hcndscnin deans = 63 57.1 64 62.6 67 65. 2 3 | 2.6 


Information concerning each of the above work areas is explained in the fol- 
lowing paragraphs: 
1. Opinion writing 


The drafting of Board opinions, orders, certificates, and permits in economic 
and safety appeal proceedings in accordance with instructions by the Board is 
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accomplished by the Opinion Writing Division, Office of the General Counsel. 
Shown below are some of the more significant items of workload: 











| 
Actual, 1959 | Estimate, | Estimate, 
| 1960 | 1961 
Number of cases received during year: s | 1 
Jo) Raobdetmasncvandsad soe aie 107 | 111 | 118 
EN iy cotonc coins anata waves aasaveendee ne Be RUB tg Scie 65 | 61 53 
ss isiaaianiagein = mene otha 
Total... deihetinacesaeitet ites aieccdik puaio anaes | 172 | 172 | 171 
Number of cases disposed of during year: | | 
OND ee ore ee ae ee ae a ee Se 97 | 104 123 
Safety -.-.. se Pate ik abaathian | 82 | 58 56 
eaten cage gaia blaraaiienciatatons 
Total s catia dita sa hi en ated toe al 179 | 162 179 
| = } — — — 
Number of cases on hand at end of year: | 
Economic % sah cious os * a tahaanh hal 48 | 55 50 
Safety --.. ro baa acinar oi we ta acemaeeailoenn bisa Pere | 15 | 18 | 15 
Total gsivs no tat diciatacetalaigie eactediteadell 63 | 73 65 


The opinion writing workload which has risen sharply since fiscal 1958, is 
related primarily to the number and difficulty of economic and safety appeal 
eases heard by the Board’s hearing examiners. Forecasts indicate that the 
steady rise will continue throughout 1960 and 1961. Although it is anticipated 
that increased staff efficiency and productivity will help to ease the situation to 
some degree, backlog is expected to reach unmanageable proportions without 
additional assistance. The increase in staff requested is to meet current opinion 
writing workload requirements and reduce 1960 backlog by approximately 11 
percent during fiscal 1961. 


2. Litigation and research 


The defense of Board orders and actions in the courts, including the drafting 
of all necessary documents and arguing of cases and the performance of legal 
research and rendering of opinions thereon in relation to problems of more than 
usual difficulty or importance, are accomplished by the Litigation and Research 
Division, Office of General Counsel. 

There are shown below the more significant items of workload for which statis- 
tics are available: 


| | | 
| Actual, Estimate | Estimate, 
1959 =| 1960 | 1961 

oni hectic ce ition todd a 7 at et 

A. Appeals from Board orders and related litigation: | | 
Number of cases received _ -- | 42 | 30 30 
Carryover from preceding year. ; and } 8 | 35 20 
Total worked on... ‘ St 5O | 65 5O 
Cases concluded 15 | 45 | 30 
B. Research project ‘ wee 212 | 230 | 230 


The number of litigation cases increased substantially during the past year 
over the normal average of around 25, and current receipts to date are above 
the normal average. Moreover, the litigation cases increasingly are in the area 
of challenges to the substantive legal and evidentiary merits of final Board ac- 
tion, as opposed to challenges to interlocutory procedural orders which fre- 
quently can be disposed of on motion. Additionally, the Board proceedings in- 
volved are generally increasing in complexity due both to the development of the 
air transportation system, the expanded size of Board proceedings, and the greater 
monetary value of the rights involved. In explanation of the cases actually re- 
ceived in 1959 in relation to those anticipated in 1960 and 1961, it may be stated 
that, of the 1959 cases, nine were for review of the same order on identical grounds 
of error and hence could be regarded for practical purposes as a single appeal. 
The estimates for future years are in terms of cases which will require separate 
handling, i.e., ones which will present different issues even though some of them 
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may represent appeals from different aspects of the same order. There was a 
slight decrease in number of research projects, occasioned by the fact that the in- 
creased litigation workload precluded research into matters which otherwise 
would and should have been undertaken. However, both the volume of court 
cases and research assignments may be expected to increase with the constantly 
increasing size of the air transportation system and overall volume of Board 
regulatory action. An additional attorney is required to meet the increasing 
and uncontrollable workload in the area of litigation and to participate in the 
performance of necessary legal research activities. 


8. Rules and Legislation 


The preparation, review, and coordination of Board regulations and policy 
statements; the preparation of the Board’s legislative program and comments 
and testimony on legislation; and the rendition of legal advice in connection 
with accident investigation and the Board’s participation in safety rulemaking 
proceedings, are accomplished by the Rules and Legislation Division, Office of 
General Counsel. 

There are shown below the more significant items of workload for which 
statistics are available (figures indicate receipts) : 


Actual, Estimated, | Estimated, 





1959 i 1960 1961 
Final rulemaking projects (other than air safety rules) echt sapalnds 78 | 75 74 
I I ns ce tie cn sierns 96 85 100 
Legislative drafting___...-- peter cae acids c 5 10 15 
Coordination and review of accident investigation reports 18 30 35 


Projected workload as a whole is expected to show some increase, along with 
a continuation of the relatively high backlog, particularly in the area of promul- 
gation of economic regulations. It is anticipated that, through increased efli- 
ciency resulting from accumulated experience and by improvements in working 
arrangements, the moderate expansion in workload can be met and backlog can 
be kept at about existing levels. However, the staff’s ability to achieve these 
objectives will be materially affected by the extent to which the Board, during 
fiscal 1960, (1) increases the accident investigation activity of its staff, and (2) 
participates in safety rulemaking proceedings of the Federal Aviation Agency. 
The present staffing is the minimum deemed necessary to perform essential fune- 
tions. 


4. Immediate office 

The provision of guidance and executive direction for the operating divisions 
of the Office; the rendition of legal and related policy advice to the Board, its 
staff, and the public, including specialized expertise in legal problems related to 
route, rate, carrier relations, labor, and international matters; the exercise of 
control over the operating divisions from the standpoint of all necessary co- 
ordination, supervision, review and administration; the rendition of staff de- 
cision on legal problems that involve the most complex, novel and significant 
matters, are accomplished by the immediate Office of the General Counsel. 

The General Counsel has ultimate responsibility for the type, character, and 
quality of legal advice rendered to the Board, its staff, and the public, the cor- 
rectness of the conclusions reached; and the defense of Board actions in the 
courts. This responsibility is fulfilled by his immediate staff through the pro- 
vision of any necessary review and supervision of activities of the operating di- 
visions and by the utilization of legal specialists in the various areas of the 
Board’s activities. Since the Office of General Counsel is primarily a service 
organization, its workload varies with changes in the extent of the Board’s regu- 
latory activities, and the advisory functions performed by the immediate Office 
are not susceptible to statistical measurement. 

With the increased emphasis on the route activities of the Board, the work- 
load of the immediate office in the area of legal problems presented in route pro- 
ceedings has markedly increased. Successful and expeditious resolution of legal 
questions arising at the outset of Board proceedings is just as important in 
minimizing delays in the process of ultimate Board action as is the making of 
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adequate provision for the prompt preparation and issuance of Board opinions 
after decision has been reached. For example, orders consolidating applications 
to be heard in area route proceedings often present complex legal and related 
policy questions on which the General Counsel, in conjunction with the Bureau 
of Hearing Examiners, must advise the Board, and the inability of the staff to 
advise the Board on such matters promptly can cause substantial delays in the 
processing of a given proceeding. 


Mr. Tuomas. In the Executive Staff activities— 


Work under this head includes the activities of the members of the Board; 
recording all formal actions of the Board; processing and authentication of all 
documents evidencing such actions; distribution of information concerning 
Board actions and maintenance of liaison with the Congress. 

You are asking for 49 positions, the same as you have in 1960. It is 
broken down to 28 in the members’ office, 5 in the Office of Information. 
16 in the Office of the Secretary. 


LIMITATION ON PERSONNEL STAFF 


Tell us about your Personnel Section. Are eight people too many ? 
On a ratio of 135 to 1, that would give you a few people more, would 
it not ? 

There is a limitation that one person doing personnel work will be 
allocated to every 135 people. 

Mr. Durrer. It is within the limitation. 


OPINION WRITING 


Mr. Tuomas. Yes. How many people do you have writing opin- 
ions 

This is legal work. During 1959 you had 19 positions in Opinion 
Writing; Litigation and Research, 11; Rules and Legislation, 17; 
immediate office, 16. 

How many people does the General Counsel have in his immediate 
officer? I think it shows about 19. What is that figure? 

Mr. Durrer. The 19 are for opinion writing. 

Mr. Stone. Mr. Chairman, we have eight lawyers in the immediate 
office. We have 7 secretarial and clerical, a total of 15 in the 
immediate office. In total we have 38 lawyers and 26 secretarial and 
clerical. 

Mr. Tuomas. How many opinion writers do you have 

Mr. Sronr. Thirteen, sir. 

Mr. Tomas. And six clerical ? 

Mr. Sronre. Yes, sir, eight secretarial and clerical. 


TOTAL NUMBER OF WORKLOAD 


Cases received during 1959, 172. It is strange that figure is the 
same for 1960. You estimate it is only 171 for 1961. Number of 
cases disposed of during the year was 179 for 1959, 162 estimated for 
1960, and, 172 for 1961. 

How many people are engaged in that activity ? 

Mr. Stone. In which, sir? Which section ? 

Mr. Tuomas. Opinion writing. 

Mr. Stoner. We have a total of 13 lawyers and 8 secretarial and 
clerical employees, or 21. 
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Mr. Tuomas. That is a lot of people to handle about 175 or 180 
opinions a year. 

Mr. Srone. Our work is geared to the examiners and the work 
of the Board. It funnels down to us. We are a service organization 
or a service division within the Board. 

There isn’t much we can do but handle the work as it comes up 
from the other divisions. 


DURATION OF AVERAGE HEARING 


Mr. Tuomas. Judge Brown, how many days a week would you 
say the average hearing examiner sits? Would he sit 3 days a week 
or 2 days a week ? 

Mr. Brown. No, sir, it would not be that extensively, as hearings 
are not extensive. The work is in preparing the decision, and an- 
alyzing the record after it is compiled. I do not have direct figures, 
but certainly it is not as extensive as you indicate for hearings. 

Mr. Trromas. The average hearing examiner would not sit as many 
as 3 days a week ¢ 

Mr. Brown. No, sir. 

Mr. Tuomas. Would he sit as many as 2 days a week ? 

Mr. Brown. I doubt it because actually we have one hearing that 
took about 6 weeks. On an average that would average out—there is 
an indication. We have others that may take 8 days. When an ex- 
aminer has a series of small hearings then he sits in varying periods 
but the bulk of his time is spent in preparing his initial decision and 
analyzing the record. 

Mr. Trromas. Aren’t we a little topheavy in the legal section? 

Mr. Stone. I do not think so, Mr. Chairman. 


LITIGATION AND RESEARCH 


Mr. Tuomas. You had 19 people in opinion writing, 11 in litigation 
and research during 1959. What is the nature of their activities 
in litigation and research ? 

Mr. Stone. We research legal problems for the entire Board. 

Mr. THomas. You have 10 or 12 people assigned doing certain legal 
work or some form of it with the hearing examiner. 

Mr. Srone. Yes, but most of the work is involved in litigation as 
far as defending Board orders or decisions in the court of appeals and 
other courts and doing primary legal research problems. 


RULES AND LEGISLATION 


Mr. Tuomas. What about rules and legislation, 17? 

Mr. Stone. They are involved in the study of accident reports. We 
assist the Bureau of Safety in serv ing as legal adviser on the Board of 
Inquiry. We prepare draft legislation. We answer comments from 
the congressional committees on all legislation affecting aviation, all 
the Board’s rules and regulations, economic. 

Mr. Tuomas. Under “Rules and legislation,” you use this language: 


The preparation, review, and coordination of Board regulation, policy state 
ments, preparation of Board's legislative program. 
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The Board is not doing much legislating, are they? They spend 
most of their time trying to straighten out legislation heretofore 
passed. 

Mr. Stone. We havea great volume of regulation within the Board 
involving the Board’s activities. 

Mr. Tuomas. Safety regulations. 

Mr. Durree. We submit a very extensive legislative program every 
year, Mr. Chairman. I wish sometimes we would have a little more 
success W ith it. 

Mr. Tuomas. You have an immediate office of 16 people for pro- 
visions of guidance, executive direction for the operation and divisions 
of the office, rendition of legal and related policy advice to the Board. 

That general language does not mean much, does it? If you dis- 
posed of. 160 to 170 cases and you recelv ed about that many, how many 
people would be engaged in the opinion writing ? 


OPINION WRITING 


Mr. Durree. We have 13, sir. That includes the supervisory per- 
sonnel. 

Mr. Tuomas. That is about 12 or 15 cases a year. It must be a 
little dull at times, is it not? 

Mr. Stone. It certainly is not, Mr. Chairman. We are constantly 
running behind in getting these opinions out. The men are working 
overtime every day. Iam not trying to cite workload. 

Mr. Tuomas. We know something about that overtime. Off the 
record. 

(Discussion off the record.) 

Mr. Durrer. Mr. Chairman, this figure we have held. I think cer- 
tainly you are familiar with the fact that over the years one of the 
areas which the Congress was very critical of was the delay in the 
drafting of opinions. This committee has been appreciative of this 
fact. We have brought this opinion writing up to 19 people. One 
of the reasons that we expanded it up to where it is now, with the 
sanction of this committee, is the constant criticism by the Congress 
of delays in the drafting of these opinions. We want to hold the line. 

Mr. THomas. The Congress does not like the slowness of the process 
generally. Opinion writing is the end product. You have to go 
through’ the hearings, you have to go through the opinion writing of 
the examiner, et cetera. 

Mr. Stone. We have petitions for reconsideration, appeals to the 
Board, all that channeled in the opinion writing. 

Mr. Durrer. If you put opinion writing as the end product, or the 
opinions of this Board insofar as their legality is concerned, whether 
they will stand up on appellate review when they are challenged, the 
end product is the joint effort of opinion writing and litigation and 
research when it goes up on appeal. I thing our batting average in 
the appellate courts, in a very highly controversial, newly developing 
type of legal problem, has been excellent. I think this activity. the 
combination of opinion writing and litigation and research, if you 

take a look at the end product of what happens when these decisions 
and opinions of the Board are challenged in the courts of appeal, I 
think we havea pretty good batting average. 
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Mr. Ruopes. May I ask a question, Mr. Chairman ? 
Mr. Tuomas. Yes. 


OFFICE OF GENERAL COUNSEL 


Mr. Ruopes. I notice in the Office of General Counsel you have five 
attorneys, GS-12 to GS-15. On top of that you have a General 
Counsel, Deputy General Counsel, and Assistant General Coun- 
sel, and an attorney editor. What do those five attorneys do 
that are directly in the Office of General Counsel ? 

Mr. Sronz. Mr. Congressman, the Deputy General Counsel of 
course takes my place when I am away and does a certain amount of 
processing, hearings, and this sort of thing. We have an Assistant 
General C ‘ounsel who is in charge of so- called special counsel. We 
have a special counsel in charge of rates, one in charge of routes, 
one labor carrier relations, and one in charge of international. 

Mr. Ruopes. What do you mean by special counsel ? 

Mr. Stone. Special counsel who are experts in that particular field. 

Mr. Ruopes. Hired on a fee basis? 

Mr. Stone. No. They are working full time, but they are working 
with the bureau of air operations attorneys who are participating in 
the formal proceedings and handling legal work in the bureau of air 
operations. 

We work with them on a formal basis or they seek advice from 
the Office of General Counsel. These people also advise the Board 
when a matter comes up before the Board for decision that involves 
those particular areas. 

Mr. Ruoprs. You mentioned routes division. I notice you have nine 
attorneys for 60 and you request 12 for 61, in the routes division. 

Mr. Sronr. That is in the bureau of air operations. The attorneys 
in the bureau of air operations are not assigned to the General 
Counsel. 

Mr. Ruopes. Maybe I misunderstood you. I thought you said 
these five attorneys were occupied and working with the attorneys 
in the divisions. 

Mr. Stone. They are not in a division, but the attorneys in the 
bureau of air operations communicate with the attorneys in my 
office for day-to-day legal advice. We cannot control the legal posi- 
tions taken by the bureau counsel but they do present to us matters 
that are novel, fundamental, new, but we have to reserve our final 
legal opinions for advice to the Board itself at the time the case may 
come up for decision by the Board. 

Mr. Durrer. I think we might add there that the bureau counsel 
who participate in the decisional process before the examiner will 
represent the bureau in an adjudicated case and then we get the 
examiner’s initial decision. 

Under the separation of functions under the Administrative Pro- 
cedure Act the Board cannot call him in and ask for his legal advice. 
He is not permitted to participate, but the Board in its decision under 
the Administrative Procedure Act, has the special counsel that Mr. 
Stone has referred to to advise it on the particular legal questions in- 
volved. 

Bureau counsel cannot do that. 
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Mr. Ruopes. You have a legal adviser over in your office. What 
does he do 4 

How many advisers do you need ? 

Mr. Durrer. Each member of the Board has one legal adviser. 

Mr. Sronre. Mr. Congressman, we serve the Board as a whole gen- 
erally. That is, objective, legal views, opinions. We have nothing to 
do with the decisions of the Board. 


NoNSALARY EXPENSES 


Mr. Tuomas. Mr. Reporter, will you put pages 86, 87, and 88 in the 
record on “Other objects.” 
(The pages referred to follows :) 


The detail of the estimates for nonsalary items is as follows: 











Actual, 1959 Estimate, Estimate, Difference 

| 1960 1961 
he a a a Ra a i ia | $260, 540 $302, 000 $336, 700 +$34, 700 
03 Transportation of things. ...........-..---- 16, 914 | 12, 700 15, 300 +-2, 600 
04 Communication services-_..............---- | 103, 664 | 114, 600 | 119, 600 | +-5, 000 
05 Rents and utility services .......-.- ae 54, 431 | 62, 300 | 69, 300 +-7, 000 
06 Printing and reproduction...-.....-- adil 71,057 | 71, 700 }- 87, 500 +15, 800 
07 Other contractual services.........- oa 112, 732 143, 800 204, 100 +-60, 300 
08 Supplies and materials : amedieos| 70, 374 | 82, 100 90, 000 7, 900 
09 Equipment spate terion annem bees 78, 713 | 60, 400 87, 800 | +-27, 400 
11 Grants, subsidies, and contributions. -.-.- 328, 031 | 366, 400 | 397, 000 | +30, 600 
13 Refunds, awards, and indemnities_----.__--| 3, 475 | 2, 500 | 2, 500 j---- 
15 Taxes and assessments--........---- a 3, 862 | 3, 500 | ee scone 

Total obligations, nonsalary items___---- 1, 103, 793 1, 222, 000 | 1, 413, 300 | +191, 300 


Of the Civil Aeronautics Board’s total operating expenses, approximately 
81 percent represents direct salary payments to its personnel. In addition, man- 
datory contributions for retirement, life insurance, employee health program, and 
social security, representing 6 percent of total expenses, is directly related to 
and in proportion to salary payments. Therefore, approximately 87 percent of 
total expenses is directly related to employment. This relationship and an 
analysis of the Board’s nonsalary expenses is shown in the following schedule: 


| 


1959 1960 1961 
eestesielimnabinietatitndaninds aati t a cae dede 7 a Increase, 
| | | | | 1961 over 
|Percent}; Amount |Percent; Amount | Percent}; Amount 1960 


| of total | | of total of total 
1, Expenses directly related to | 
employment: | | | 
(a) Personal services-di- | 
rect salary pay- | 
ments. ............] 82.8 | $5,310,907 | $6, 186,700 | $483, 700 
(6) Indirect personnel | | 
costs (life insur- | | | 
ance, retirement | 
contributions, and | 
social security) . 5.4 348, 934 5.6 | 388, 900 | 6.1 | 466, 100 77, 200 


82.4 | $5, 703, 000 81.4 


| 
| 
| 





a 
2. Travel— Almost entirely con- 
cerned with the audit of air 
carriers’ records and pro- 
cedures, investigation of 
aircraft accidents and for- 
mal hearings and confer- 
ences in the field and | 
NS Se i en 4.0 260, 540 | 4.4 302, 000 4.4 336, 700 34, 700 


88.2 | 5, 668, 841 | 88.0 6, 091, 900 87.5 6, 652, 800 560, 900 


51632—60 38 


r3s 





Percent 
of total 


RS —_ 


3. Expenses directly related to | 
and essential to comple- } 
tion of substantive work | 
product, including: 

(a) Reproduction of doc- 
nth. cidutine ca lencenmetl 
(6) Accident investiga- 
tion costs includ- 
ing aircraft parts 
research and anal- 
ysis_- 





4. Expenses related to provi- 
sion of working tools and | | 
facilities for employees, in- 
cluding: 

(a) Equipment-___.__..-- 1d, eniledesats 
(6) Communication fa- | 
cilities and serv- | | 
ces... — 
(c) Space and utilities 
(d) Repairs and altera- 
tions__. | 





(e) Transportation facil- 
ities (aircraft and 
autos). 

(f) Office supplies 


Total 3.9 


5. Expenses for special items 
and services, including 
(a2) Tabulating equip- 
snd supplies | 
(6) Participation in avi 
ition committees 
(c) Origin and destina- 
tion survey by 
Bureau of Stand- 
ards 
(d) Airport mileage com- 
putation (by Coast 
and Geodetic Sur- | 
vey)__- : 
(e) Printing—primarily 
of bound volumes 


of Board decisions 





Total_. : 2 


6. Other nonsalary expense 
(a Transport ition of | 
employee’s house- 
hould effects 
(6) Shipment of Gov- | 
ernment property 
(c) Em] loves security 
investigations 
(d) Health-first aid room 
Training ‘ 
\fReporting services, 
witness fees, em- | 
ployee awards, 
subscriptions, and 
other miscellane- 
ous expenses 


é 
(f 


Total._. s 
Total expenses 

not directly re- | 

lated to sal- 

aries 11.8 


Total obligations 100. 0 


Amount 


$70, 638 


17, 175 


87, 813 


78, 713 


103, 664 
9. OR5 
18, 270 


548 





48 G56 


1, 299 


29, 450 


, 001 
11, 913 
6, 105 


x19 
1, 005 


22, 869 


49, 712 


754, 859 


6, 423, 700 


1960 


Percent} 
of total | 


12.0 


100.0 


Amount 


6 


$65, 000 | 


900 


86, 900 


60, 400 


114, 600 
> 800 


16, 900 





252, 500 


44, 100 
26, 000 


20, 000 


> 000 


41, 700 


134, 100 


10, 300 
» 400 
4 900 


140 


8, 000 


24, 860 


of, BOO 


833, 100 


925, 000 


Percent 


| of total 


100. 0 





1961 


Amount 


$69, 300 


21, 900 


91, 200 


87, 800 


119, 600 
4, 300 
18, 200 
43, 000 
29, 900 


302, 800 


44. 900 


20, 000 


2, 000 


56. 700 


147, 900 


l YOO 


2, 400 


6, OOO 
R O15 


14, 100 


947, 200 


7, 600, 000 





| 
| 


| 
| 


| 


| Increase, 


1961 over 


1960 
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Mr. Tuomas. Our friend gave us a wonderful table and a break- 
down, but he does not give us too much information on these other 
objects. This chart is quite novel. It states that 87 percent of other 
objects are charged directly to personnel. Of course, that is not much 
new information to us. 

Travel goes up from $302,000 to $336,700, an increase of $34,700; 
communications goes up $5,000, from $114,600 to $119,600. Prac- 
tically every item goes up. Printing and reproduction goes from 
$71,700 to $87,500, an increase of $15,800; other contractual services 
go up $60,300, from $143,800 to $204,100. That is your new health 
progr am. Dollarwise, wh: at is it? 

Mr. Juraana. About $45,000, Mr. Chairman. 

Mr. Trromas. What is the other $15,000 increase for? There is 
an increase in witness fees. Equipment goes up $27,400, from $60,400 
to $87,800. 

Mr. Russet. The other portion of the increase would be related 
to the retirement contribution, sir. 

Mr. Thomas. Grants and subsidies and contributions, $366,400 this 
year to $397,000, an increase of 30,600. Your awards remain at 
$2,500. 

AWARDS PROGRAM 


How is that program working out? 

How much of it did you use in 1959? You had $3,475. 

Mr. Russetx. $3,475 is our actual expenditure for awards. 

Mr. TrHomas. How many awards were given ? 

Mr. Russextu. I do not have that with me, sir. I would have to 
get that and supply it. 

Mr. Troomas. How is the recipient chosen ? 

Mr. Russetu. Three ways. One is the suggestion award where the 
award is based on the degree in savings; two is a meritorious award 
for outstanding service. Basically, those are the two on which we have 
granted awards. 

JUSTIFICATION OF INCREASES 


Mr. Tromas. Under your justification for travel you give us two 
pages, 87 and 88 with not much ci edethatioet Here is what you 
say about your increase in travel : 


Travel—almost entirely concerned with the audit of air carriers’ records 
and procedures, investigation of aircraft accidents and formal hearings and 
conferences in the field and abroad. 

Expenses directly related to and essential to completion of substantive work 
product, including: 

(a) Reproduction of documents * * * 
(b) Accident investigation costs including aircraft parts, research and 
analysis. 


That goes up. 


Expenses related to provision of working tools and facilities including: 
(a) Equipment, 


et cetera. 


That is not much help to us. It is an increase of $50,000. What 
does item 4cover¢? Other contractual services? What is that, supplies 
and materials ? 


PSs 
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EQUIPMENT 


Mr. Russevxi. As far as the object schedules are concerned, or the 
object classification, it would be a combination of parts of the various 
object codes. Equipment “09,” they are the increases related to the 
number of new personnel requested. 

Mr. Tuomas. What is the equipment? That is what we are inter- 
ested in. We know what it is related to. 

Mr. Russet. The equipment is in its entirety office furniture, type- 
writers, adding machines, calculating machines. 

Mr. ‘Tuomas. How many of eac h and how long have they been in 
use, how many are you retiring, what is the formula for retirement? 
That is the information we need. 

Mr. Russevui. I can answer that this way: Just recently I had an 
inventory made of just the office machines. It indicated that for the 
number of machines 10 years old or older replacement would total 
some $129,000. Of that, approximately 60 percent, as I remember the 
figure, would apply to machines that are over 15 years in age. 

Mr. Tuomas. Reporting services, witness fees, employee awards, 
subscriptions and other miscellaneous expenses are listed here. 


UNEXPENDED BALANCE 


I hope you can strengthen this. What will be your unexpended bal- 
ance? What was your uncommitted balance of January 1 for 1960 
in your o ther objects? 

Mr. Russevn. $566,278. Obligations during the first half, $656,000, 

Mr. THomas. Would you have an unexpended balance at that rate 
at the end of 1960 ? 

Mr. Russet. No, sir. In the nonsalary area, with the accident, or 
the increased travel resulting from the accident investigations, it is 
going to take all the shifting we can do to keep the staff in funds to 
carry out their investigation activities. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. What are the items in your other contractual services 
of $204,100% : 

Mr. Russet. The $204,000, I will use the 1961 figure, aircraft main- 
tenance, $3,000; motor pool—this is the automobile utilization, 
$14,700; life insurance, $20,600; health services, $8,215. 

This is the operation of a first-aid room in our Headquarters Office; 
security program, $6,000; accident investigation field cost, hiring of 
vehicles, cranes, et cetera, $19,000. That also includes studies made 
by the National Bureau of Standards on aircraft parts. 

Mr. Tuomas. You are doing a little business with the Bureau of 
Standards and another Government agency, $20,000 for this year and 
$20,000 for last year. 


ORIGINATION-DESTINATION SURVEY 


Mr. Russeiy. That, sir, is running the origination-destination sur 
vey statistics on the Bureau of Stand: ards 704 electronic computer. 

Mr. Tuomas. When will you wind up with that item? That is, your 
origin and destination cards. 
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Mr. Russety. When are we going to wind up with it? 

Mr. Tuomas. Yes. How long will you carry that flat item of $2 
000 a year? You carried it last year, 1960 and 1961. 

Mr. Russety. I would say under present plans that would be a con- 
tinuing obligation. The origin and destination, the traffic statistics 
contain-—— 

Mr. Trromas. In other words, they are doing the work for you. It 
is not a research and development project at all ? 

Mr. Russetxi. That is right. They have the equipment. They can 
run our work on their equipment. 

Mr. Tuomas. How long have they been doing it for you? 

Mr. Russet... We are just getting started. The $20,000 we men- 
tioned last. year was for programing, getting the origin and desti- 
nation setup to be run on the equipment. 

Mr. Trromas. Does your budget show an offset to that $20,000? 

Mr. Russetu. No, sir. The $20,000 programing costs in 1960 will 
become a finished product producing cost in 1961 and subsequent 
years. 

Mr. Troomas. Will become a what? 

Mr. Russetr. In 1960 the $20,000 is to make the studies to program 
the job on the electronic computer. In 1961—— 

Mr. Tromas. Who has been doing that work heretofore ? 

Mr. Rvusseiy. Heretofore, sir, that has been done on the Board’s 
IBM equipment. 

Mr. Trromas. It has been done in the auditing division ? 

Mr. Russeiw. In the accounting regulations and reports division. 

Mr. Tyomas. Can’t you find an offset of that $20,000 reduction in 
that division’s operation expense ? 

Mr. Russety. An offset 

Mr. Troomas. Sir? 

Mr. Russerz. There is an offset. In other words, let me put it 
this wav: We anticipate roughly a 25 percent. freedom in capacity 
of the IBM installation. This we intend to use in substantial part 
to relieve the safety area by running safety statistics on our present 
IBM equipment. 

Mr. Tromas. Well, then, Judge Hord’s budget goes up a little 
every vear. I cannot find where it is reduced every year by virtue of 
that. transfer. 

Mr. Russetr. I can put it another way. 

Mr. Troomas. You do not have to put it either way. Just tell us 
whether it went up or down. 

Mr. Russeti. T think it goes up: the $20.000 is to do the origin and 
destination survev. We get savings on the IBM. 

Mr. Troomas. This is not charged to his Bureau. His Bureau has 
been going up. not going down, even though you have transferred 
$20.000 worth of work out of his Bureau over to another Government 
agency 

Mr. Russeix. We are buying a product, sir, that we are not getting 
in full today. 

Todav we get two origin and destination domestic survey reports a 
year. They run what. Mr. Hord? Six months behind date of survey? 

Mr. Horp. Nearly 12 months. 
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them within 3 months. 




















Mr. Russei_t. Under the new procedure we will get our quarterly 
traflic survey reports, plus an annual report each year and we will get By 


a 
Mr. Tuomas. Let me repeat. I hope that you can strengthen these - 
. S14. a ; oak : eo ine es 3 , : 
items with some detail. They are important. There is quite a bit of 
money involved in them. 
rm ° 
(The materials requested follow :) 0 
DETAIL OF ESTIMATED OBLIGATIONS FOR NONSALARY ITEMS 
02 Travel.—The increase requested for travel is presented in the following / 
table, showing the amounts by organization unit and activity ¢ 
") on, AP my. oh fd I il 
Actu Esti I ale r 
1959 10 1961 C1 r on 
Economic regulation: 
Bureau of Air Operations 
Operating authorities and practices $1 4 $13, 00 { ‘ 
Rates and fares 2, 2 1, 0 10) 
International aviation agreement 2,171 OO OM 3, ON : 
Total, BAO .. 17, 12 20), ( y 
Bureau of Enforcement 
Economic enforcement 14, 25 1 18. SOK 31 AK 5 
Bureau of Hearing | I s: Heari 
activities 17,4 1 
Office of ( Accounts and Statis 
Ac Int gy reguiatior ’ ‘ 
Statistical and research activit ‘ . 
Tete VORB ts 115, 9¢ 0 7, 
Total, economic regulation 164, 757 177, 8 m1 2 
Safety activities 
Bureau of Safety 3 1M ( $12, 00 
Board adjudication, executive and legal staff 
activities 
Offices of members 9, 94¢ 1 ll l 
Office of Information 2 4 
Office of the Secretary 30 
Total, executive staff activities _- 10, 188 11 ( 1 ( 1, OO 
Office of General Counsel } 
Legal staff activities 41) 
Total, Board adjudication, executive 
and legal staff activities ] 2, 4 
Administrative services: 
Office of Administration 
Administrative activitic 2 301 ; 
Supply and service activities 2 4 ( 
Carrier payment activities 
Total, OA-__... aa 472 4 
Total travel._.....- 260, 540 302, OOK 3 ‘ 
1 The increase is required for participation i 11 ‘ l of f i ” ‘ 
to be held in the field 
2? To cover the increased travel costs of irtic t I ] rr 
sive bilateral negotiation duled for 1961 F ‘ t t ted 
abroad 
3 For the conduct of a larger number of investigatior nd court ri t fi 
4 To permit the field audit of carriers’ records on a mor Irrent ba i 
Pan American audit in 1961 will free t iuditors for i to 4 rea 
both transportation and per die! 
§ Required for participating the stat al | oft Lite ) ( Avi ( ati 
which is working on a pro ining statistics, particular] i % 
from all member natior The participation is substantial t ! I 
means for obtaining the information and interpreting it for use 
® To cover travel expenses of the additional safety investigation personne! i t 
1961. 
7 For participation by Board members in the increased bilateral] negotiati 1 ¢ ltat ted 
in 1961 
§ For legal representation in an estimated increased number of route and other formal rings ji e field 
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03 Transportation of things. The estimate for 1961 projects an increase of 
$2,600 for movement of household goods in connection with the increased field 
staff proposed for 1961. The details of the estimate are as follows: 


ee 








1959 | 1960 1961 Increase 
aa nhac eeaseciadc ai . lh “4 $$$ —__— 
Household goods_............-.----- de Aad weitehieicn 5,001 | 10, 300 | 12, 900 +2, 600 
i cnnnnniiahbdncankdGiioubes esous sdeshawseuggnnnn 11, 913 | 2, 400 Se 
NR Se gt ee ee ee a ee 16, 914 12, 700 | 15, 300 +2, 600 
! 


04 Communication services.—The estimate for 1961 projects an increase of 
$5,000 for essential communication facilities and services related to the staff 
increases proposed for 1961. The details of the estimate are as follows: 


| Increase 

1959 1960 1961 (+) or de- 

| | crease (—) 
| SN Rene aN 
Telephone, fixed charges---.--.-.--- caaeeeee ererens 57, 147 | 68,100 | 72, 800 +4, 700 
Telephone, toll charges...............---.--- Mita beecen 14, 698 | 15, 800 16, 400 | +600 
SO aio ah t meereneipiesbegeearminine a “ one 31,819 | 30, 700 30, 400 —300 
RS ae Et ee 103,664 | 114,600 119, 600 | +5, 000 

j | | 


05 Rents and utility services —The estimate for rents and utility services is 
shown in detail in the following table: 


| Increase 

1959 | 1960 | 1961 | (+-) or de- 
} | | crease (—) 
| | i 


Office space and utilities _—_ ie dada gas $9, O85 | $12, 800 $4, 300 








aadeliaaciiiti 1— $8, 500 
Tabulating equipment and office machine_.-.-.-._~.-..--} 38, 414 | 41, 100 41, 600 2+-500 
Aircraft and hangar rental___._- Be ee hte 1, 483 | 4, 300 19, 300 3+-15, 000 
ME ccnnqarcsnnisnncueckxeeh pied pde saa eanaete 5, 449 | 4, 100 GIO Dain cinsip thet ciem 
a Soe eeeasliaaaeti ecneaidasincgielie tel accecacdphadanaieted 
ahaa eee 54, 431 | 62, 300 | 69, 300 +7, 000 
| 





! Reflects transfer to GSA of several rental contracts. 

3 For increased costs related to new machine processing procedures installed in 1960. 

* For rental of aircfaft for the purpose of investigating accidents and for obtaining or maintaining compe- 
tency with respect to new aircraft types, new navigational and traffic control aids, communication equip- 
ment, etc., all of which intimately involve the safety investigation and analysis activities of the Board. 


06 Printing and reproduction.—The estimate for printing and reproduction is 
shown in the following table: 








} 
} } 
| 1959 1960 1961 Increase 
ie © ee ee Se ee eS Se. eee a ae, Or = 
Printing - . a biclnbalusphctsradialuatus : $29, 450 | $41, 700 $56,700 | 14-$15, 000 
Reproduction._.......-- itis nae : Sas 41, 607 | 30. 000 | 30, 800 | 2+800 
panna ‘oe —_ -icntnieienieas 
a vaineneianeene ae ae a Le 71, 057 | 71, 700 87, 500 +15, 800 
! Reflects an increase in the number of volumes of Board decisions to be printed, from 2 volumes in 1960 


to 3 volumes in 1961 
2 The increase is required for reproduction of an increased volume of decisions, orders, regulations, and 
related materials resulting from the increased level of work proposed for 1961. 
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0? Other contractual services—The estimate for other contractual services ig 
shown in detail in the following table: 








Increase(+) 

1959 1960 1961 or de- 
crease (—) 
a a mementos EE ceases en | sania 
a i $2, 455 | $3, 000 | $8,000 1... 2nd 
ee ee eS eet eewentee 9, 366 | 9, 000 14, 700 | 1-+-$5, 700 
NN So Se .| 17, 041 19, 000 20,600 | 441. 600 
ae till oe ata ince aaeeun 2, 819 | 7, 140 | 8, 215 | T+-1, O75 
Dt aphtpetinihewicecidas | 6, 105 | 4,900 | 6, 000 +1, 100 
Accident investigation _...................... oe el 12,191 | 19, 000 | RE ONO hn ceteoee 
A Nn wininisbgecnncecusibedesinen | 18, 270 | 16, 900 | 18, 200 2+-1, 300 
Air Coordinating Committee__..............2---------. | 21, 362 17, 600 | 16, 700 3—900 
TR ts a eketinnckubobamue See tote a . I cccateuusinl 
Airport Use Panel. . ss... -..<... easel bob wedi nites | 4, 923 | 4,000 | 3, 400 3—600 
Radio Technical Commission for Aeronautics -_....-....| 4,110 4, 400 4, 200 3—200 
NiGleews commnetetione anne cc een eccanconcs ee 1, 299 2, 000 eee dio ae 
a ee a ee 1, 005 8, 000 14, 100 | °+-6§, 100 
Other *é a — | 6, 663 28, 860 28,985 | 94-125 
Employee health program .........................- sited cial i ‘ 45, 000 | 5+-45, 000 
RN ih cat cd ilies ices rida deiecpintaninsnannateeciche | 112,732 | 143,800 | 204,100 | — +60, 300 

| | | 





1To provide for additional automobile rental for accident investigation activities in the 
field. 


2 To provide for repairs of office machines, increasing in age, and space alterations neces- 
sary for the increased staff proposed for 1961. 

* Reflects the reduction of CAB’s pro rata share contributions to aviation committees 
(ACC and RTCA). 

‘For the new staff proposed for 1961. 

5To cover the Government’s share of the cost of employee health insurance effective in 
1961. (Bureau of the Budget formula used to arrive at estimate.) 


*For increased cost of security investigations and to increase the number of investiga- 
tions from 14 in 1960 to 16 in 1961. 

7For reimbursement to Public Health for CAB first-aid room in the Universal Building 
which was set up in September 1959. 

8 For training of personnel in new techniques and procedures applicable to the Board's 
functions, both economic and safety. 

*For new positions proposed for 1961. 

08 Supplies and materials.—The estimate provides for an increase of $7,900 


for office and duplicating supplies related to the program expansion. The details 
of the estimate for this object of expenditure are as follows: 


1959 1960 1961 Increase 
Office supplies biedela ied $23, A7¢ $25, 500 $29, 900 -+-$4, 400 
Duplicating supplies 29, 031 35, 00 38, 500 +3, 500 
Subscriptions and periodicals ‘ } 8, 970 », 000 9. 000 
Aircraft supplies | 2. 244 | 6. OOK 6. OO 
Tabulating supplies_. 3, 157 | 3, 300 | 3, 30 
Other _. 3, 296 | 3, 300 | 3, 300 
T tal 


Total... , : 70, 374 82, 100 90, OOM 4-7, 900 
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09 Equipment.—The estimate for equipment is shown in the following table: 








| | 

| 1959 1960 1961 Increase 
caceall eile lee ees ha 
I 2 na asingiouse ale Wowmauneeneraaiiien $72, 752 $55, 100 | $78, 700 | 1 +$23, 600 
Se (UURNNNIOD co Eis << inten cnthhensemnateanad ala 2, 516 2, 600 | 3, 500 +900 
GULL, cn cdduncbhbambontetnnedens = bait 5 | 500 ne 
ee en Fea ceca oes 3, 440 | 2, 200 | 5, 100 | +2, 900 
qxengeenenpeanma sae - SS 
a a a ohne 78, 713 60, 400 | 87, 800 +27, 400 





1 Of the total, $49,100 is for replacement of old equipment and to cover additional equipment needs of 
presently authorized staff and $29,600 is to equip 74 new personnel requested in 1961 at an average of $400 per 
person. In this connection, approximately 50 percent of the Board’s oflice machines are in excess of 10 years 
old and of these over 40 percent are more than 15 years of age. 











1959 1960 1961 Increase 
11 Grants, subsidies, and contributions (contribution 
to retirement fund) __- i ee a $328, 031 $366, 400 $397, 000 +$30, 600 
13 Refunds, awards, and indemnities-.--.............-- 3, 475 2, 500 © OD Boi acssdade 
ee 3, 862 | 3, 500 | Ra Biticiere snpeaciiln 
Total, nonsalary items. -..---- scinBecteieilineialagiiasillt _| 1,103, 793 1, 222, 000 1, 413, 300 | +191, 300 





PayMENTs To Arr CARRIERS 


Mr. Tuomas. Mr. Reporter, let’s take a look at “Payments to air 
carriers.” 
Program and financing 


|} 1959 actual | 1960 estimate} 1961 estimate 


ee 
| 


Program by activities: 





| 
1. Domestic trunklines--.-.--.- pei stnbitiipeinind anlode ; | $3, 483, 344 ican $79, 688 
2. Local service operations-_----.-- nisin Sickel ae bette ------| 35,662,789 | $53, 368,178 | 57, 474, 849 
3. Helicopter operations Ghddin de didcmsnsemmnneunines oad 6, 001, 217 4, 859, 000 4, 760, 000 
ey nn: UT as a crate ds sresiaen cai peace 7, 243, 407 7, 666, 202 9, 325, 463 
5. Hawaiian operations. -__.......-- oe bacegieem omnnuel 7, 649 HOE AE Peredrienneeacrcabis 
i URNS I cine senses anima $0, ROP A ise cakes 
on . a 
Total obligations (object class 11)...............-..--- | 52, 398, 406 | 66, 408, 318 | 71, 640, 000 
Financing: Contract authorization (new) (indefinite)_.___.... 52, 398,406 | 66, 408, 318 71, 640, 000 


Status of unfunded contract authorization 


Unfunded balance at beginning of year___.......-- Spinal asad $1, 686, 091 $8, 052, 411 
Contract authorization (new) (indefinite) ........-..-- ----| $52,398,406 | 66,408,318 | 71, 640, 000 
Administrative concellation of contract authorization !__.__-_-| 34, 313 —1, 541, 998 | —2, 008, 330 
Unfunded balance at end of year_......-....---- epee emiatern —1, 686, 091 8,052, 411 .. 700, 081 
Appropriation to liquidate contract authorization_-_.-.-- 50, 348,002 | 58, 500, 000 68, 984, 000 
1959 appropriation available in 1958_...........-- a = 4, 496, 498 juan jan 
I oe oi nk nee ih dace okae amen 54, 844,500 | 58, 500, 000 68, 984, 000 
' 





1 Adjustment of obligations of prior years. 


Insert in the record pages 91 through 94. Also insert the table 
setting out the amount of subsidy to the various carriers. 
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(The material referred to is as follows:) 


Summary of requirements 


ED. I aigteicednidtelng iinntshainucacipilicncegretadt Willis ism 
Unexpended balance brought forward from prior 
year (1959) 


Net payments, 1960 


Base for 1961 


Requirements for 1961 (by activity) : 


+1, 





$58, 500, 000 


895, 008 


$60, 395, 008 
—60, 395, 008 


a aa aa a a ae 0 


eee erent de he a ee $79, 687 
Local service operations_.___._.________ iicgldcagieein bcebecuenigaheilaiesatinestiel 56, 589, 087 
Helicopter operations__._____________ pai biiadeaicasaseleioaooneaabicn 4, 768, 015 
LES IE DE AT TE 9, 514, 126 
a NN i chet ence inonienbsikinenagic eas saecbeaes 25, 755 


International operations 


Gross payments, 1961 


Less estimated refunds from carriers......_____________ 


Net payments, 1961 


Total estimate of appropriation, 1961 


70, 976, 670 
nian a oe, 670 


_68, 984, 000 





Summary of estimated obligations and payments 


Actual, 
1959 
Estimated subsidy accrual (amount to be due carriers under 
final mail rates) for carrier operations during the year_- $51, 783, 109 


} 
a 
Deduct that part of the above subsidy accrual which is not | 
expected to be covered by mail rates until later years__- 
Subtotal, obligations for carrier operations during the 
year. 


I mnt 
Reduction of amounts obligated in prior years itiararaidbaapieaiaiebdce | 
Total (net) obligations 
Unliquidated obligations: 
Brought forward from prior years-- 
Carried forward at end of year 
Uncollected refunds: 
Brought forward from prior years..........-.----- | — 55, 718 
Carried forward at end of year 


nea 52, 034, 093 | 


4, 150, 967 
—3, 641, 452 


a 60, 353 | 


Net payments 52 





548, 243 | 


—6, 492, 255 | 


52, 398, 406 | } 
— 364, 31 3 | 


| 


$63, 352, 000 


— 4, 650, 989 


Estimate, 
1960 


Estimate, 
1961 


$68, 151, 000 


— 2, 612, 720 
701, 011 65, 538, 280 
7, 707, 307 6, 101, 720 


, 408, 318 71, 640, 000 
—— 541, 998 — 2, 008, 330 


64, 866, 320 69, 631, 670 


3, 641, 452 
—8, 052, 411 


8, 052, 411 
—8, 700, 081 





— 60, 353 


60, 395, 008 | 68, 984, 000 
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I, SUMMARY OF CURRENT ESTIMATES 


Total subsidy payments to air carriers in 1961 is estimated at $68,984,000. 

With the exception of Northeast and Braniff International, both of which 
became subsidy-free during fiscal year 1959, all of the U.S. domestic trunkline 
and international carriers have been in a nonsubsidized status since 1957. The 
previously estimated subsidy accrual for Braniff for 1959 and 1960 has been 
eliminated and the Hawaiian carriers became subsidy-free in fiscal year 1959. 
This leaves only the smaller carriers (local service, Alaskan and helicopter 
operations) continuing to be subsidized in the fiscal year 1961. 

The following table shows by carrier group the Board’s latest estimates of 
subsidy accruing to the air carriers for operations conducted by the carriers 
during each of the fiscal years 1954 through 1960 (detail by individual carrier 
is shown in the accompanying appendix) : 


Estimated subsidy accrual 


{In thousands] 

















i ‘ | 
| | 
Carrier group 1954 1955 1956 1957 | 1958 | 1959 1950 1961 

sp F - lat ene Wisi. wee tert ro Bent 197 ee 
Domestic trunklines Saliaa ...-| $3,880 | $3,055 | $1, 858 $1, 585 | $2, 282 | | $1, 201 0 
Local service operations : 24, 299 | 22, 568 | 24, 440 28,777 | 33, 247 | 37, 505 $49, 771 | $55, a 
Helicopter operations ‘ ---| 2, 574 | 2, 656 =? 3, 763 | 4, 408 4, 858 4, 859 4, 760 

Total domestic. __....- ..--| 30, 753 | 28, 279 29,82 34, 125 | 39,937 | 43, 564 54,630 | 60,194 
Alaskan operations. _- _-| 6,934] 6,531 | € 
Hawaiian operations | 689 | 293 300 216 116 | | 387 0 0 
International operations............ | 25,529 | 9,604] 7,974 | 3, 573 0 0 | 0 


43, 579 | 44, O61 | 46, § 867 | 51, 783 63, 352 68, 151 
! | 


5 283 | 6, 4) 6,787 | 7,832| 8,722 | 7,957 
| 
| 
| 


OURS COUNT 6 petecccsacouness 63, 905 44, 707 





Approximately $55,400,000, or about 87 percent of the total subsidy commit- 
ment is for the 13 local service carriers, $8 million for the seven Alaskan car- 
riers and $4,800,000 for the three helicopter operators. 


II. PURPOSE OF SUBSIDY 


Provision for payment by the Board of subsidy to air carriers is made in sec- 
tion 406 of the Federal Aviation Act. Subsidy for the various air carriers 
assists in achieving national policy objectives set out by the Congress. In 
time of war it assures a reservoir of trained pilots, airline personnel, and mod- 
ern aircraft. As a result of having been strengthened through subsidy sup- 
port, the industry is now ready to provide such personnel and equipment at 
any time. Apart from national defense considerations it has been and will 
continue to be one of the most effective means of advancing the commerce 
of the United States. Although the carriers receive the subsidy, it is, in effect, 
the smaller communities that are the direct beneficiaries thereof. Congress 
has chosen to develop modern and efficient air transportation for these com- 
munities by subsidy under section 406 of the Federal Aviation Act. The cur- 
rent estimates reflect the Board’s adherence to the standards indicated in the 
act and with respect to mail ton-miles and service pay reflect the volume and 
distribution of mail as estimated by the Post Office Department and the cur- 
rent rates of compensation established by the Board for the volume of mail. 
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The Board has been and is continuing to exert every effort to improve the 
route structures for the subsidized carriers and to devise mail rate machinery 
designed to assist in maintaining subsidy within reasonable bounds consistent 
with the statutory criteria. In this connection, a number of subsidized car- 
riers have been reequipping with modern aircraft under provisions of the 
guaranteed loan legislation (Public Law 85-307) sponsored by the Board as 
part of its program to reverse the subsidy trend through improved carrier 
operating efficiency and service. 


Ill. SUBSIDY BY CARRIER GROUP 


A. Local service operations 


There are 13 local service carriers currently receiving subsidy. The sharp- 
est increase in subsidy accrual is expected to occur in fiscal year 1960 as a 
result of establishment of new services and increased cost of underwriting 
larger equipment during initial integration periods. The estimates for 1961 
reflect the impact of new route awards, annualization of the inauguration of 
routes awarded by the Board, the operation on a full annual period in 1961 
equipment acquired during 1960, and the impact of new equipment obtained 
in 1961. 

In the Board’s budget estimates for 1960 it was pointed out that the econom- 
ics of DC-3 operation would preclude the possibility of reversing the npward 
subsidy trend for the local service carriers. Also, reequipping with more modern 
and efficient aircraft would enable the carriers to increase traffic and load factors 
appreciably and ultimately reduce unit costs. In this connection, Public Law 
5-307 (Loan Guaranty Act) was enacted by the Congress September 7, 1957, 
as a means of enabling smaller carriers to obtain modern aircraft. Six local 
service carriers have purchased or are in the process of obtaining new equip- 
ment under the loan guarantee program. As new aircraft become fully op- 
erational and sufficient increased traffic is generated, the upward subsidy 
trend is expected to level off. More modern equipment has not been in exist- 
ence long enough to gage with any preciseness the impact on volume of traf- 
fic and operating costs. 


B. Helicopter operations 


The helicopter operators are estimated to require in 1961, subsidy approxi- 
mating $4,800,000. This is a slight decrease under the subsidy accrual esti- 
mated for 1960. Helicopter operations is a highly experimental field which 
makes a direct contribution to the national defense and the public interest. 
The current type helicopters are costly to operate, but it is hoped that tech- 
nological advances and the experience gained by their operations will lead 
eventually to production of a more economical aircraft. Until such time as a 
more economical helicopter type can be produced, it is the stated policy of the 
Board to maintain the certificated helicopter experiment in approximately its 
present framework. However, there is no current intention to certificate addi- 
tional helicopter services. The state of the art has been improving and larger 
type helicopters with an increased economical potential are being considered 
by the existing helicopter operators for purchase under the loan guarantee 
program. When they are introduced in commercial operations, it is believed 
that there will be a substantial increase in the subsidy, followed by a reversal 
of the trend. 


C. Alaskan Carriers 


The carriers serving the State of Alaska are estimated to require approxi- 
mately $8 million of subsidy during 1961. This is a decrease of approximately 
$750,000 as compared with the subsidy accrual estimated for 1960. Air serv- 
ice within, to, and from this State is vital to the national defense. Without 
air transportation; communication in many instances would not exist. The 
subsidy for these services has ranged between $5 million and $8 million for the 
past 6 to 7 years. Although we cannot predict that the subsidy will be elim- 
inated completely during the next decade, the trend is slightly downward. 


f 
| 
| 
| 
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D. General 
In constructing the above subsidy accrual estimates no forecast has been 
made as to the outcome of the Board’s rate of return investigation; of the 
effect a class rate would have on the total subsidy if a class rate materializes; 
of the outcome of past period rate cases now in process involving Pan Amer- 
’ ican and Panagra; or the possible subsidy needs of the two Hawaiian carriers. 
These factors could result in increasing the subsidy accrual estimates, as well 
as appropriation requirements, at a later date when their effect can be deter- 
mined. 
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Mr. Tuomas. It is noted here that for subsidy payments you are 
seeking $68,984,000. That is broken down; 1960 was $58,500,000. The 
unexpended balance brought forward from fiscal year 1959 was $1,895,- 
008, so it really gave you for the fiscal year 1960, $60,395,008. Your 
budget estimate for 1960 was reduced by $4.1 million. 

Mr. Russe. Yes, sir; that is correct. 

Mr. Tuomas. You break down your request this year of $68,984,000, 
domestic trunklines, $79,687. 

I understand that is out. There is no request for subsidy there; 
local service, $56,589,087; helicopters $4,768,015; Alaskan operation, 
$9,514,126. I don’t understand with five or six lines in Alaska why 
that item is so large. You expect to spend throughout the remain- 
der of the United States $56,589,087. Why is this request for one 
State $9,514,126? The population is perhaps less than 300,000 peo- 
ple. Hawaiian operations are $25,755. ‘That is out. There is no 
request for that. There is no request for any international opera- 
tions. 

LOCAL SERVICE OPERATIONS 


In the Board’s budget estimates for 1960 it was pointed out that the economics 
of DC-3 operation would preclude the possibility of reversing the upward sub- 
sidy trend for the local service carriers. Also, reequipping with more modern 
and efficient aircraft would enable the carriers to increase traffic and load fac- 
tors appreciably and ultimately reduce unit costs. In this connection, Public 
Law 85-307 (Loan Guaranty Act) was enacted by the Congress September 7, 
1957, as a means of enabling smaller carriers to obtain modern aircraft. Six 
local service carriers have purchased or are in the process of obtaining new 
equipment under the loan guarantee program. 

We went into that yesterday. Was it $25 million? 

Mr. Mutuican. The total loans, Mr. Chairman, of $25,109,000, of 
which $22,598,000 has been guaranteed. 

Mr. Tuomas. That is right. 


HELICOPTER OPERATIONS 


You say— 


the helicopter operators are estimated to require in 1961, subsidy approximating 
$4,800,000. This is a slight decrease under the subsidy accural estimated for 
1960. Helicopter operations is a highly experimental field which makes a di- 
rect contribution to the national defense and the public interest. 

Mr. Durrer. The Defense Department doesn’t agree. They have 
appeared in every case and vigorously supported the helicopter as 
part of the national defense. 

Mr. Tromas. You be on the floor and help us defend this. <A lot 
of Members will disagree with this statement. 

Mr. Ostertac. They have their own helicopters. They do all their 
training and operations in their own field. Where does this tie in 
with national defense ? 

Mr. Durrer. It was tied in in these hearings. In the first place 
the development of the helicopter in commercial aviation which is 
done—I don’t think the Defense Establishment ever said that the cost 
figures are watched any closer in commercial than in defense, but 
they did say that the savings which are accomplished in the com- 
mercial operation, the maintenance procedures, the whole evolution 
of the helicopter, was of great help to them. Also there has been 
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testimony in each case, I think it was particularly in the New York 
case, Mr. Congressman, that the helicopter operations had been used 
in the development of navigational equipment, where the Army, and 
the Defense Establishment actually installed new navigational equip- 
ment with which they were experimenting. I think it was the Decca 
equipment they put on these commercial helicopters to develop a 
more accurate navigational system which would be integrated with 
the air traffic control system. 

Mr. Tuomas. They could do a little experimenting for a whole lot 
less money than the $4.8 million. 

I hope the members of the committee will give this some attention, 

The experience gained by their operations will lead eventually to production 
of a more economical aircraft. 

Is the Board in the business of research and development and test- 

ing or is that somebody else’s function? Apparently you make your 
justification on the policy of testing certain equipment. 
However, unil experience gained by their operations will lead eventually to 
production of a more economical aircraft, until such time as a more economical 
helicopter type can be produced, it is the stated policy of the Board to maintain 
the certificated helicopter experiment in approximately its present framework. 
However, there is no current intention to certificate additional helicopter sery- 
ices. The state of the art has been improving and large type helicopter with 
an increased economical potential are being considered by the existing heli- 
copter operators for purchase under the loan guarantee program. 

Where are the three located ? 

Mr. Durrer. Los Angeles, Chicago, and New York. 

Mr. Tuomas. Could you give us a breakdown on what each one of 
them costs and tell us something about it? 

Mr. Durrer. Yes, sir. In each of these areas, Mr. Chairman, the 
fact that this program is making progress is demonstrated by the fact 
that we are not asking for larger appropriations. If we could show 
you the traffic figures that each one of these operations are handling, 
vou would see that they are providing more and more public service, 
both in the handling of mail and the handling of passengers, although 
the subsidy has not increased. I would say that that certainly demon- 
strates the fact that we are making progress in this experiment. 

Mr. Tuomas. It shows for helicopter operations an amount of sub- 
sidy totaling $2,574,500 in 1954, $2.656,000 for 1955, $2.734.000, 1956. 
This is in the table at the bottom of page 91 which is in the record. 
Finally it gets up to $4,760,000 in 1961. It shows a slight reduction 
there, perhaps of $100,000 from 1960. 

Who gets this money? Where is it located? Which line is show- 
ing the improvement, which one isn’t? Maybe they all are. 

Mr. Durrer. I think they all are. 

Mr. Tuomas. For four and a half million dollars we are entitled to 
a little information. It is not in the justification. 

Mr. Durrer. The estimated subsidy accural for each operation is 
separately listed on this page to which you refer. 

Mr. Tuomas. I am getting too old. I need a magnifying glass to 
try to read this fine print. Point it out to me in this fine print. I 
looked at it once and frankly I didn’t look too hard when I saw I 
couldn’t read it anyway. 

Mr. Jutiana. The fourth page. 
Mr. Durrer. Let me give you this information. 
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Mr. Tuomas. Does it break it down for three lines? That is what 
I am asking you for. 

Mr. Jutiana. Yes, sir, it does. 

Mr. Tuomas. Here it is: Chicago, Los Angeles, New York. What 
is it for Chicago this year, for 1961, and what was it for 1960? 

Mr. Durrer. The accrual figure for Chicago for 1961 is $1,747,000. 
For 1960 it was $1,749,000. 

Mr. THomas. For all practical purposes there is no decrease. It is 
an increase, isn’t it? 

Mr. Durrer. No. It is a decrease. 

Mr. Tuomas. $1,749,000 for 1960; for 1961, $1,747,000. 

Mr. Durrer. 1960, $1,749,000; 1961, $1,747,000. That is a decrease 
of $2,000. 

Mr. Tuomas. What is it for Los Angeles for 1961 and 1962? 

Mr. Durrer. For 1960 it was $930,000. For 1961, $925,000, a de- 
crease of five. 

Mr. Ostertac. Those are estimates, are they not? 

Mr. Durree. 1961 is an estimate. 

Mr. Tuomas. What about New York? 

Mr. Durree. 1960, $2,180,000; 1961, $2,088,000. 

Mr. THomas. How many flights were made in each location? Give 
us some details of it. How much mail did they carry ? 

Mr. Durrer. I can give you some detail as to each one of these car- 
riers. For the year 1958 the revenue-miles flown by New York air- 
ways was 403,712. For 1959 it was 439,840. Number of passengers, 
1958, 90,000; number of passengers, 1959, 116,000. For Chicago Heli- 
copter Airways, 1958, revenue-miles 698,000; for the 12 months ended 
September 30, 1959, 781,000. 

Mr. THomas. What does the Post Office think of this operation? Is 
it more economical for them ? 

Mr. Durrer. They certainly use this operation. 

I would like to offer this chart which is not in the record but which 
shows the operations of these carriers as to revenue passenger-miles. 

Mr. Tuomas. We would like to have some light, and if that chart 
sheds some light on it, we would certainly be glad to have it, Mr. 
Chairman. 

(The material referred to is as follows:) 
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Mr. Durrer. This chart demonstrates that while the subsidy has 
gone up, the revenue-miles and the number of passenger-miles have 
steadily increased. These carriers are providing more service at the 
game level of subsidy we got last year. 

Mr. Tromas. What does the Post Office Department pay these 
people in addition to the subsidy you pay them? — 

Mr. Durreer. I would say in this area the subsidy percentage as you 
well know is pretty high. Mr. Mulligan, do you have that figure? 

Mr. Tuomas. These figures you are now offering just tell half the 
story then ¢ 

Mr. Munuican. No, sir. In this table, Mr. Chairman, or these three 
tables, there is one table for each of the three operators. 

Mr. Tuomas. Mr. Mulligan, it is nice to have this information. It is 
better late than never, but when we needed it was yesterday and the 
night before last so we could look it over. 

Mr. Muuuican. That shows in specific answer fo your question, sir, 
that in 1958, Chicago received $56,000 of service mail pay, Los Angeles 
received $122,000 in service mail pay, New York received $48,000 in 
service mail pay. 

Mr. Tuomas. As figures go, that is not much money. Does it in- 
dicate they didn’t handle much mail? 

Mr. Mu.uican. It is a considerable volume, Mr. Chairman, in terms 
of pieces of mail and pounds. 

Mr. Tuomas. In terms of tonnage how much is it? What was that 
service mail pay for the last 3 years? Give us that figure. Has it 
gone up or down? We might be able to come to some conclusion that 
way. What was the amount of dollars and cents paid by the Post 
Office Department for service for the last 3 years? Has that figure 
gone up or has it gone down ? 

Mr. Mutuiean. It has gone up slightly as the volume of mail has 
increased. It will continue to go up. 

I have the ton-mile figures, Mr. Chairman, if you would like them. 
For 1958 in the case of Los Angeles, the mail ton-miles amounted to 
48,000. In the case of New York 17,800, and in the case of Chicago—— 

Mr. Tuomas. Does the Post Office Department request this service 
every year 

Mr. Mutuican. They have in each proceeding, Mr. Chairman, where 
the certificates of these three carriers, which are temporary certificates, 
have been renewed, the Post Office Department and the Department of 
Defense have both offered evidence in support of renewal. The 
Post. Office has taken the position that there was a substantial benefit 
to it. They have emphasized the value of the service as expediting 
delivery of mail. 

The Defense Department, as Mr. Durfee mentioned earlier, has 
also supported renewal in each instance. 

Mr. Tuomas. How far is it from the downtown postal station to the 
point where the mail is delivered, 15 or 20 miles? 

Mr. Motuiean. It will vary in terms of the points served. For 
example, Chicago lands at 32 points, Los Angeles at 26, New York at 
8. Of course the mileage varies in the case of those points. 

Mr. THomas. 22,26, and 8 miles? 

Mr. Mutuiean. Points; 32 points, 26 points, and 8 points. Those 
are the actual points which are served. 
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Mr. TxHomas. Where they stop and take on mail, is that it? 

Mr. Durree. And passengers. 

Mr. Muuuiean. And passengers. mene y sien three carriers were 
originally certificated to carry cargo only ter they were authorized 
to transport passengers. The passenger volume has increased remark- 

ably and in fact for the year ended December 31, the three carriers 
transported 366,000 passengers. In terms of the total volume of their 
business, therefore, passengers would be the largest single part. 

Mr. THomas. Mr. Yates? 

Mr. Yates. Mr. Bakke, how long have you been with the CAB? 

Mr. Bakke. This is—— 

Mr. Durrer. Mr. Chairman, may I interrupt? 

Mr. Yates. Yes. 

Mr. Dorrerz. Could I say something more about this helicopter 
operation ? 

Mr. Tuomas. Say anything you want to. 

Mr. Dorree. I am sorry to interrupt but I would like to say this: 
T notice this is a field of which both committees have been somewhat 
critical. I would like to give you the background of it. I do want 
to point out that in 1957 in the guaranteed loan legislation, as I recall, 
the Board did not ask for guaranteed loans for these helicopter opera- 
tions This was inserted in the bill. 

Mr. Tuomas. Do they enjoy this $25 million loan guarantee? 

Mr. Durrer. They are eligible. New York Airways now has a 
loan guarantee. 

Mr. Tuomas. Of how much ? 

Mr. Mo.uican. $1 million, Mr. Chairman. 

Mr. Tuomas. Los Angeles has not ? 

Mr. Osrerrac. That is over and above the subsidy ? 

Mr. TxHomas. Chicago and Los Angeles asked for loans also? 

Mr. Motuican. Not as yet, sir. 

Mr. Durrer. I don’t know about that. I might point out, Mr. 
Chairman, I think when the Congress put these helicopter opera- 
tions into the guaranteed loan legisl: ation, that was an expression of 
intent of the Congress, that the Congress by doing this certainly evi- 
denced an intent to continue this experiment. T think when they 
said to the investment houses that would be willing to loan these 
carriers the money that the Government would guarantee it, that was 
a clear and unmistakable expression of intent by the Congress. 

Mr. Yates. Do I understand your point correctly that you are 
declaring that the CAB did not recommend the helicopter service? 

Mr. Durrer. My recollection was that originally we did not ac- 
tually recommend the service 

Mr. Roth, we did not ask that the helicopters be inserted in the 
guaranteed loan legislation in the original bill that we submitted ? 

Mr. Rorn. That is correct, sir. That is the guaranteed loan, not 
certification. 

Mr. Yates. What about the subsidy program ? 

Mr. Durrer. We recommended and we think that the expenditure 
that we have proposed this year, which is actually a reduction from 
last year—we are not asking for an increase—is justified in view of 
the substantial increase in the traffic. The traffic, passenger miles, 
revenue miles, and route miles, have increased substantially, and I 
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offered this exhibit to establish that. We think that this experiment 
js making progress. 

Mr. Yates. As a matter of fact in 1956 when the question of the 
renewal of the Chicago franchise came up in the finding of the order 
by which that franchise was renewed, the CAB actually made a find- 
ing to that effect, and I quote “if helicopter service in Chicago is not 
continued it will have an adverse effect on the military helicopter 
service.” 

Mr. Durrer. Yes, sir. 

ae renee: That was the finding of the Board in that order, was 
it not 

Mr. Durrer. Yes, sir, based, I think, on testimony in the record. 

Mr. Mu.uican. In that connection, sir, in a more recent proceeding 
involving New York Airways, and I am quoting from the examiner’s 
report : 

New York Airways submitted a letter from the Assistant Secretary of the 
Army, transmitting a statement to the effect that New York Airways, along 
with other commercial helicopter operators, has contributed materially to the 
overall development of engines, clutches, transmissions and the like in terms 
of service life. It is further stated that the scheduled helicopter operations 
with attendant high aircraft utilization accumulates operating experience at 
a far greater rate than is possible through normal peacetime operating exper- 
fence. 

Mr. Tuomas. The Army operates two or three hundred. They 
ought to get a wealth of experience themselves. 

Mr. Muuuiean. It is an interesting thing, sir, but one of the new 
type helicopters has for the first time accumulated 1,500 hours in use 
on a scheduled operation and no military model has yet accumulated 
1,500 hours. 

Further referring to this case, New York Airways’ renewal, a wit- 
ness representing the Sikorsky Aircraft Division testified that over 
a 3-year period from 1955 to 1958 there had been a saving to the 
Government of $19,780,000 in the operation of S-58 helicopters. The 
witness stated that this saving was made possible by the greater 
utilization of equipment accomplished by the commercial operators. 

Mr. Yates. Mr. Chairman, I have a memorandum that was sub- 
mitted to me by the Chicago Helicopter Service Co. from which my 
comment to the Chairman about the finding that was in CAB’s order 
was taken. If there is no objection I should like this to be a part of 
the record, at this point. 

(The material referred to follows :) 


MEMORANDUM SUBMITTED BY CHICAGO HELICOPTER SERVICE 


The Independent Offices appropriation bill for the fiscal year 1961 includes 
$4,760,000 for mail pay for the three helicopter carriers, which includes $1,725,- 
000 for the helicopter service in Chicago. 

The appropriation for the Chicago Helicopter Service should be supported 
and approved for the following reasons: 

The Chicago operation is proving the public acceptance of the helicopter as a 
commercial vehicle. 

The recent editorials (contained in appendix A hereto) point out that the 
helicopter traffic generated in Chicago removes “any doubt” about “public 
acceptance” of the helicopter, and that “the traffic developed by Chicago Heli- 
copter in less than 2 years is probably a world record of some sort.” 

. 7. * + . * * 
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“One of the real success stories of the airlift industry is the commercial helj- 
copter and especially how it has made its mark in Chicago. 

. * 7 + * o 
“This is an impressive record of public acceptance and use.” 
Appendix B hereto shows that in 1959 the three helicopter carriers (in 

Chicago, New York and Los Angeles) carried over a third of a million passengers 
(366,409). And, that Chicago carried 26 percent more passengers than the 
other two helicopter carriers combined. The 204,389 passengers carried in 
Chicago in 1959 are 26 percent greater than the total of 162,020 carried in Log 
Angeles and New York. 

The chart in appendix C hereto shows the dramatic proof of helicopter ac. 
ceptance in Chicago. In only 2 years, Chicago helicopter passengers have in- 
creased almost fourfold, from 55,314 (in 1957) to 205,000 (in 1959). An esti. 
mated 330,000 passengers will be carried in 1960, an increase of six times over 
1957. 

Chicago Helicopter Airways is already carrying more passengers than three 
or four of the permanently certificated local service carriers. 

The economy of the Chicago service will greatly improve with the advent 
of turbine powered helicopters. 

The traffic success and public acceptance of the helicopter service in Chicago 
is paving the way for improved types of helicopters. A CAB official recently 
stated that ‘“‘* * * in the very near future we shall see a dramatic breakthrough 
in the helicopter field. I am referring to the turbine-powered helicopter which 
should be in operation in 1960 and 1961. The turbine powerplant for helicopters 
will permit a 40 percent increase in payload within a 100-mile range. It appears 
that the turbine powered transport helicopter of the future, carrying about 25 


25 
passengers, will have a direct seat-mile cost of not more than 10 cents as ¢om- 


pared to the approximately 20 cent per seat-mile direct operating cost of the 
reciprocating engine transport helicopters, now in use commercially, the largest 
of which are in a 12 to 15 passenger configuration.” 

Chicago Helicopter Airways has already ordered turbine-powered 25 passenger 
S-61 helicopters which will operate for even less than 10 cents direct cost per 
seat-mile, namely, 9.73 cents, which does halve the present cost with existing 
equipment. 

The achievement of a direct cost of only 9.73 cents per seat-mile with the S-61 
presages a great future for the helicopter in Chicago. This is because Chicago 
Helicopter Airways realizes a yield of 32.72 cents per passenger mile. With a 
direct cost of but 9.73 cents and indirect costs of 9.52 cents, the total operating 
cost per seat on the S—61 will be only 19.25 cents, which is 13.47 cents less than 
Hellicopter Airways realizes a yield of 32.72 cents per passenger-mile. With a 
this carrier’s yield per passenger-mile. 

Thus, the S—61 in Chicago can break even at a passenger load factor of 588 
percent or 14.7 passengers, leaving over 10 seats available out of which CHA 
ean seek to fill enough to make its S—61 service entirely subsidy free. (In 1959, 
the Chicago carrier has already achieved a load factor of over 50 percent with 
its 12—place S-58 helicopter. ) 

The potential of the S—61 helicopter points to an eventual transition to an 
old S-61 fleet for passenger operations in Chicago, which would have the poten- 
tial to make all of Chicago’s passenger operations free of subsidy. 

Now that the helicopter in Chicago is “coming of age’’ and is on the threshold 
of a great economic breakthrough, there is more reason than ever to continue 
to support the development of this new vehicle and thus capitalize on the 
investment already made. 

The Chicago helicopter service not only serves the citizens of Chicago but is 
used by air travellers from all over the Nation who come into Chicago. 

A survey shows that approximately two thirds of the helicopter passengers 
in Chicago come from other cities than Chicago. 

These out-of-town helicopter passengers come from cities throughout the 
Nation, such as New York, Los Angeles, San Francisco, Seattle, Denver, Dallas, 
Kansas City, Oklahoma City, Cincinnati, Cleveland, Boston, Miami, Washing- 
ton, ete. 

Chicago being the largest air gateway in the world, its helicopter service 
therefore serves the national air travel movement as it comes into or transits 
through this important gateway. 

The helicopter operation in Chicago provides an essential mail service in addi- 
tion to passenger service. 
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A substantial part of the subsidy received by Chicago Helicopter Airways is 
not attributable to its passenger service but to its separate and distinct heli- 
copter mail service which is provided to many communities throughout the 
Chicago area, as shown by the route map attached hereto as appendix E. 

This is a valuable mail service, which expedites the mail for these many com- 
munities as much as a full day or more, which the Post Office Department desires 
to have continued, and the authority for which has been renewed by the CAB 
until 1963. 

The volume of helicopter maii in Chicago has run as high as a million pounds 
a year. 

This helicopter mail service serves not only the citizens of Chicago but also 
the rest of the Nation which sends air mail into the Chicago area. 

The Chicago helicopter operation benefits both national defense and civil 
defense. 

The good record of dependable helicopter operations achieved in Chicago helped 
induce the military to send helicopters into the Korean campaign. 

After helicopters reached Korea, and whole fleets became grounded during the 
midst of the campaign (due to expiration of the overhaul period and lack of 
spares to accomplish overhaul), they were then ungrounded and put back into 
use when experience gained in Chicago demonstrated that the overhaul period 
could be doubled from 300 to 600 hours, The Department of Defense testified 
that this ungrounding could not have been achieved “‘without the use of the data 
which we got from Chicago.” 

The reason why commercial helicopter operations like the ones in Chicago 
provide the military with information and data which the military cannot gain 
from its own use of helicopters, is because commercial operations build up flight 
time fast enough for testing purposes whereas military utilization does not. 

Thus, the intense utilization achieved in commercial service provides the 
military with abundant information and data not otherwise attainable, which 
results in large savings in the military helicopter program. For example, just 
one extension in overhaul time, when the military learned from the Chicago 
operation, has saved the Government over a quarter of a million dollars every 
year. 

A helicopter manufacturer (of both military and civilian helicopters) recently 
estimated that on just one model of helicopter, the military has saved almost 
$20 million in the last 3 years, from extension of overhaul periods and con- 
sequent savings in spare parts procurement and labor and materials, all result- 
ing from experience gained in commercial helicopter operations. 

When the helicopter franchise in Chicago was renewed by the CAB in 1956 
(for a 7-year period), the Department of Defense testified and the CAB found 
that “if helicopter service in Chicago is not continued it will have an adverse 
effect on the military helicopter program.” 

From the standpoint of Civil Defense, the Federal Civil Defense Administrator 
and also the Coordinator of the Chicago Civil Defense Corps testified before the 
CAB that continuance of this helicopter service in Chicago is essential to the 
civil defense of that city. The CAB found that “it is manifest that continuation 
and expansion of helicopter service in the Chicago metropolitan area will serve 
civil defense interest.” 

While the Chicago helicopter service is dependent, for the time being, upon 
assistance from the Government, it is making great strides toward becoming an 
economical and feasible new means of transportation for the Chicago area, which 
can rise above the congestion and provide a “new dimension” in transportation 
for Chicago. 

The Chairman of the CAB recently stated that “I am convinced that the 
helicopter, and its progeny to come, will become the standard commuter form of 
transportation from our major airports to the surrounding and nearby com- 
munities.” 

The Chairman of the Senate Aviation Subcommittee recently stated that “T 
am also enthusiastic about helicopters * * * the rate of increase in helicopter 
use is startling * * * the helicopter will come into its own.” 

The helicopter is already coming into its own in Chicago. and the great prog- 
ress being made fully warrants the continued support of the service by the 
Congress and by the Government. 


41622— 60 $1) 
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APPENDIX A 
[Reprinted from Aug. 11, 1958, issue American Aviation magazine, Washington, D.C.] 
HELICOPTER Boom 


Watch the helicopter business. It’s beginning to go places. When Chicago 
Helicopter Service can reach a 10,000-passenger-per-month level in less than 
2 years, there is no longer any doubt about public acceptance. 

Los Angeles Airways, the first of the three scheduled whirlybird lines, has 
just issued a brochure, “A New Dimension in Transportation,” to mark its 10th 
anniversary. With something less than wholehearted support from the CAB, 
Clarence Belinn has racked up an impressive record. Starting out as a mail- 
only carrier, LAA still carries as much mail as the other two services combined, 
although the New York and Chicago lines have passed up LAA in passenger 
traffic. 

We think it is a real achievement for the three carriers that last year they car- 
ried over 153,000 passengers. This year the total will be much higher. In the first 
5 months alone, the total came to over 76,000. And the traffic developed by 
Chicago Helicopter in less than 2 years is probably a world record of some sort. 

Although passenger revenues are as yet far from matching operating costs, 
steady progress is being made. New York Airways reported passenger revenues 
of $517,000 for 1957, a substantial total. 

We think the record for the past 2 years well justifies an extension of heli- 
copter routes by CAB to other metropolitan areas. Recent equipment advances 
bring closer the day when heavy subsidies will no longer be necessary. In one 
decade the helicopter has well proved itself for both mail and passengers. It’s 
time to expand. 


WAYNE W. PARRISH. 





[Reprinted from December 1959 issue Airlift magazine, Washington, D.C.] 


PERSONAL VIEW—PRAISE FOR CHOPPERS 


One of the real success stories of the airlift industry is the commercial heli- 
copter and especially how it has made its mark in Chicago. 

In the single month of October, Chicago Helicopter Airways carried 22,265 
passengers—up 91 percent over the same month a year ago. In the first 10 
months of this year CHA carried 165,132 passengers, up almost 80 percent. 
This is an impressive record of public acceptance and use. 

CHA is now overhauling the first Sikorsky S-5S8C ever to accumulate 3,000 
hours, something of a tribute to both the airline and the equipment, especially 
considering the fact that the S-58C has been flying in military service since 
1954 with not one of the military machines having passed 1,500 hours of flying. 


Wayne W. ParRgRISH. 





AppENpDIX B 


Helicopter passengers carried during the calendar year 1959 
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APPENDIX “C” 
DRAMATIC PROOF 
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APPENDIX “E” 


CHICAGO HELICOPTER AIRWAYS 
Passenger and Airmail Routes 
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Mr. Yares. In this memorandum it is pointed out that both the cause 
of national and civil defense have been augmented and fostered as 
a result of the helicopter operation in the city of Chicago. 

Mr. Bakke, I asked you before how long you had been with the 
CAB? 

Mr. Baxxe. A little over 14 years. 

Mr. Yates. Have you been in the same position during that entire 

riod ? 

Mr. Baxxe. No, sir. 

Mr. Yates. You started as an investigator? 

Mr. Baxxe. Initially, the first position I held was that of reports 
editor. I was responsible for the writing of accident reports, par- 
ticipation in the accident investigation, and ultimately in the writing 
of the Board’s accident reports. 

Mr. Yares. When did you attain your present position ? 

Mr. Baxxe. Well, sir, in February of 1957 the two separate technical 
staffs of the Board known as the Bureau of Safety Regulations and the 
Bureau of Safety Investigation were merged into one Bureau, then 
known as the Bureau of Safety. 

Mr. Durree. I might interject at that point: That was done short- 
ly after the Grand Canyon accident, by the Board. 

Mr. Baxxe. I was at that time Director of the Bureau of Safety 
Regulations and when the two Bureaus were merged, I became Direc- 
tor of the Bureau of Safety, which at that time had both regulatory 
and investigative functions, 


QUALIFICATIONS OF MR. BAKKE 


Mr. Yates. I don’t know that I remember any hearing in which 
your qualifications were placed in the record. Can you give us a state- 
ment of your qualifications and your educational experience ? 

(Discussion off the record.) 

Mr. Baxxe. Well, sir, I graduated from Wagner College in New 
York. My field at that time was government. 

Mr. Tuomas. Not engineering? 

Mr. Baxxe. Not engineering, sir. 

IT was at law school at the time the war broke out and, since I was 
in the Air Force Reserve, I was called to duty, which interrupted my 
legal training. 

Mr. Tuomas. You must have a flare for engineering. 

Mr. Bakke. Well, sir; I have taken some engineering work. I 
attended an engineering high school and I have taken some engineer- 
ing work at Texas A. & M. and Texas Tech. 

Mr. Tuomas. That qualifies him. 

Mr. Yates. You do have college degrees? 

Mr. Baxxe. Yes. I have a B.A. in government from Wagner 
College, I never did complete law school. I went back to law school, 
Columbia, after the war but due to some personal problems in the 
New York area I was compelled to leave the area and came to work 
temporarily for the CAB and have been with them since. 

During the war I was in the Air Force as a pilot and I still am. 
Tam rated a command pilot in the Air Force. 

I served approximately 414 years on active duty as a multiengine 
instructor, instrument instructor; and eventually became navigation 
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specialist on the Air Force instrument flying standardization board. 

Mr. Yates. Would you say you have had as much, or more, ex- 
perience than any of your associates in the CAB on the question of 
safety of operation of aircraft ? 

Mr. Baxxe. I would not say that, sir. I think several people in 
CAB have a good deal more experience than I have. 

Mr. Yates. Are they engineers ? 

Mr. Bakke. We have a large number of very competent engineers 
and I would say some of the best. 

Mr. Yates. Working on these problems? 

Mr. Baxxe. Yes, sir. 

Mr. Yates. And in the event you go over to FAA, will one of these 
take your place? Will you have a qualified replacement if you go 
to FAA? 


NEWSPAPER REPORT ON RECENT ACCIDENTS 


Mr. Yares. I want to refer to an item in the New York Times dated 
January 27, 1960, and I quote: 

Federal investigators said today that two engines of the Capital Airlines plane 
that crashed near Holdcroft, Va., on January 18, had been disabled and that the 
two others might have been working in reverse. All 50 persons aboard the plane 
were killed. 

Were those CAB investigators who made that statement ? 

Mr. Baxxe. No, sir; they were not. 

Mr. Yates. Were they FAA investigators? 

Mr. Baxxer. I do not believe they were FAA investigators. We 
tried to run down the origin of this story, and we were told that they 
were not FAA investigators, but they were people assisting the Board 
in the investigation of the accident. 

Mr. Yates. Assisting your Board? 

Mr. Baxke. Yes, sir. Ina typical, large accident investigation the 
Board, although it supervises and controls, in my judgment very well, 
every aspect of the investigation, actually furnishes only about 15 per- 
cent of the personnel. 

The Holdcroft, Va., accident is, I think, a good illustration of this. 
When I left the scene about 11 o’clock the day after the accident, we 
had already organized our investigation teams and had approximately 
45 people engaged in the investigation. These teams included per- 
sonnel of the air carrier, the manufacturer of the plane, the power- 
plant manufacturer, Air Force personnel, pilots, and flight engineers, 
and so on. 

We exploit the best and most current skills that we are able to, and 
concentrate them on each phase of the accident. 

Mr. Yates. Then, you do not know who the Federal investigators 
were ¢ : 

Mr. Baxxke. They were not Federal investigators in my opinion. 
I am certain they were non-Federal participants in the investigations. 

Mr. Yates. I continue with the newspaper item: 

The investigators, declining to be quoted by name, said the propellers of two 
engines had been feathered; this means that the engines were out of order, and 
that the pilots had changed the pitch of the propellers on the dead engines to 
keep them from turning over and creating dangerous vibration. 


The investigators said they were checking into reports that the propellers 
of the other engines had been on “ground fine pitch.” 
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This would means that the engines, in effect, were in reverse? 


The investigators said they had not completed their investigation to deter- 
mine whether this report was accurate. 

Have you found out who these investigators were ? 

Mr. Baxxe. No, sir; only to satisfy ourselves that they were not 
Civil Aeronautics Board people. 

Mr. Yates. Could they have been FAA people? 

Mr. Bakxe. There is some possibility, but I doubt it. I am fairly 
certain they were non-Federal people. 

Mr. Tuomas. What difference does it make which category they 
fall in? They were evidently qualified, or else they would not have 
been on the scene, and their services would not have been tolerated, 
or invited. 

Mr. Yates. The question I wonder about is whether these people 
should be described as Federal investigators if they were not, in fact, 
Federal investigators. 

I think there is a certain responsibility that inures, to the CAB, 
to other agencies, who are charged with the responsibility of makin 
the investigation to make sure that their own comments are not a 
or are not misinterpreted. One of the reasons why I was asking 
Mr. Bakke these questions was because of some of these subsequent 
comments which appear in this article. 

Mr. Bakke. We did get in touch with the author of that article. 

Mr. Yates. You did? 

Mr. Bakke. Yes; we did. 

Mr. Yates. Did he give you the source of his information? 

Mr. Baxxe. No, sir. As you are probably well aware, newspaper 
reporters are reluctant to give the source, and he did not wish to 
disclose the source, but he did assure us that they were not CAB per- 
sonnel. 

Mr. Yates. All right. 

Is their statement correct insofar as what was found on the engines? 

Mr. Baxxe. No, sir; not entirely correct. It is true that probably 
at the time that information was obtained, a superficial examination 
of both propellers showed engines 1 and 2—that is, the propellers of 
engines 1 and 2—to appear to be feathered, and engines 3 and 4 to 
appear to be in the opposite extreme in a flat pitch position, but it was 
not until we were able to get into the propellers themselves that we 
were able to confirm their actual position at the time of impact. 

This has since been confirmed. We know that engines 1 and 2 were, 
in fact, feathered, and we know that engines 3 and 4 were against 
what is known as the flight low-pitch, stop, or flight-fine position. 

Mr. Yates. Does this mean they were in reverse ? 

Mr. Baxxe. No, sir; it is not reverse, but it is in a relatively high- 
drag position. 

What this could mean, and I think it is a fair probability, but we 
have not determined it conclusively yet, but there is a fair probability 
that at the time of impact the air speed was very low, and I say this 
only from our knowledge of the propellers. With respect to other im- 
pact marks, there is no question that the airspeed was almost zero, but 
with respect to the propellers, we know that the airspeed was low and 
that the power was in a throttled or idled position. 
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You see, even with power fully off anda fully retarded throttle, the 
airspeed would have to be less than 115 knots in order to enable the 
propellers to be in this position. So, we know this much. 

Mr. Yares. Knowing this much, can you make any conclusion as 
to the cause of the accident ? 

Mr. Bakke. No, sir; we cannot. 

Mr. Yates. You just do not have enough information available? 

Mr. Baxke. No, sir. We think it is too early yet. 

Mr. Yates. And, the report continues, and quotes Mr. Quesada as 
having said in a copyrighted interview that 50 to 52 percent of plane 
accidents resulted from human error. 

Is this the result of the CAB findings, too? 

Mr. Baxxe. Yes, sir; we presented testimony to that effect before 
the Aviation Subcommittee of the Senate Interstate and Foreign 
Commerce Committee last week. 

Mr. Yares. Further quoting from the article: 

He said prescribed procedures had not been followed in two recent crashes. 
In one crash, near Charlottesville, Va., on October 30, 26 persons were killed 
in the crash of a Piedmont Airlines DC-3. In the other, 25 were killed in the 


erash on December 1 near Williamsport, Pa., of an Allegheny Airlines 
Martin—202. 


Is that statement correct—that prescribed procedures had not been 
followed? 

Mr. Bakke. Sir, I wonder if I might suggest that perhaps I can 
make a guarded reply for the record, and then if the committee 
wishes, perhaps we could elaborate somewhat on the record, since 
this is an inconclusive investigation ? 

Mr. Yares. All right. 

Mr. Tuomas. Perhaps, then, we had better put if off the record. 

Mr. Yates. Let us talk about this off the record. 

Discussion off the record. 


QUESTION OF PILOTS NOT FOLLOWING PRESCRIBED PROCEDURES 


I am wondering about the question of the pilots not following pre- 
scribed procedures. 

Mr. Bakke. Well, sir—— 

Mr. Yates. There is a lot more on that that I want to talk to you 
about, because it may be you can give an answer and I can delay the 
final questions after I go into some of the other questions. However, 
I have a memorandum here from the Pilots Association, and some 
of these statements contained therein are to the effect that a pilot has 
to leave prescribed procedures occasionally. The example that they 
give is one where a pilot was taking off in a jet and as he was reach- 
ing a Maximum speed going down the runw ay, one of his engines 
flamed out. According to regulations, he should have stopped on 
the runway and brought his plane back in. The pilot, however, con- 
tinued into the air and was successful in making the engine work. 

Mr. Tuomas. Suppose he had not been successful ? 

Mr. Yates. The question that the pilot had in mind at the time 
was whether he could stop on the runway. 

Mr. Bakke. I might say there is no regulation which covers the 
pilots in this instance. If they make this observation, they are in 
error. 

Mr. Yares. Mr. Bakke, let us have your answer, then. 
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REPORTING ON ACCIDENTS UNDER INVESTIGATION 


Mr. Baxxe. I might say that we could very easily take care of this 
by my giving a reply off the record, and I think you will get the feel 
for the problem we are faced with, and I think you will appreciate 
how much should be on the record, and if you want something on the 
record, I would be very happy to furnish it for the record. 

Mr. Yates. Apparently, Mr. Chairman, with the chairman’s per- 
mission, Mr. Evins is not satisfied. 

Mr. Evins. I — been impressed all along with the tenderness of 
this operation. I do not think it is a matter that needs to be dealt 
with tenderly. I think the facts ought to be spelled out and that the 
American people should be told about it. Then, if they need more 
money, let them have more money, and if they need more legislation, 
let them have more legislation. I do not think we should be so 
tender about. it. 

Mr. Durrer. May I say that as Chairman of the Board the sen- 
sitivity of this matter is due to the fact that from the time an accident 
happens the investigatory staff of this Board is subject to constant 
questioning as to theories or speculation of what might have hap- 
pened. The Congress has directed this Board to find the facts, and 
to report to the Congress, and this we do. This is our obligation, 
and our obligation is not to speculate or conjecture during the process 
of an investigation. Our obligation is to report to the Congress what 
happened, and what was the cause of what happened. 

I would say this, sir: I had not been on the Board very long when 
there was an investigation that happened—a congressional investiga- 
tion—in Las Vegas, which was a very dramatic accident. It was 
dramatized with TV cameras and everything else. One of the mem- 
bers of the staff of the Board got on the stand and started to theorizing 
and speculating, and the result of his theorizing was that we had a 
headline in the paper: “TWA Pilot Blamed for Crash.” 

This man was < ad, and his family had to stand that. As it devel- 
oped later, there was no blame placed on either pilot. We do not 
know. 

Mr. Yates. If I can interrupt, that is one of the questions that 
came to my mind as I read this. Mr. Quesada said that prescribed 
procedures had not been followed in two recent crashes. 

Obviously, that blames the pilot, does it not ? 

Mr. Durrer. I do not know about Mr. Quesada, but I do want to 
point out that when we talk about an accident that is in the process of 
investigation—and Mr. Bakke evinces some delicacy about going into 
the field of theory or speculation about an inv estigation that is not com- 
pleted—I want to point out that he is acting, I think, in accordance 
with what Congress has said he should. 

Mr. Tuomas. I think this will satisfy everybody: Let Mr. Bakke 
respond as his judgment dictates and let him go over the record. We 
do not want to embarrass anybody. That is not our function, How- 
ever, as Mr. Evins points out here, the country wants what informa- 
tion is accurate, and we do not want any speculation. We do not 
want any theorizing. What we want is the facts, and when he gets the 
record, if he has made a statement which he cannot back up with facts, 
let him take it out. I think that will satisfy all of us. 
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Mr. Evins. We all think Mr. Bakke is a very competent man. 
Mr. THomas. We all have great respect for him. 

Mr. Evrns. I see no reason why he should not give us the facts on 
the record. The press makes these statements, and I think the Congress 
is entitled to have the benefit of the facts. 

Mr. Baxke. Sir, I might further preface my remarks, however, 
by saying that with respect to some of these problems it has been nec- 
essary for us in order to do a comprehensive job of investigation to 
obtain information with respect to the background of these pilots that 
can only be obtained on a confidential basis, and as investigators we 
feel an obligation to get as complete a record as necessary, even if 
at times it is necessary to obligate ourselves with respect to the con- 
fidential information. 

Mr. Yares. Well, you should, I think. 


CHARLOTTESVILLE ACCIDENT 


Mr. Baxxe. And, this is also a problem here, as I think you will 
realize. 

Taking the Charlottesville accident first, to answer your question 
directly, Mr. Yates, I believe that in a literal sense Mr. Quesada’s 
statement is correct. But, I think its usefulness is rather academic. 
Had the pilot and had the aircraft been flown strictly in accordance 
with the prescribed procedures, that aircraft would have landed safely 
in Charlottesville, but this does not bring us any closer to a knowl- 
edge of the cause of the accident or the cause for the deviation from 
the prescribed procedures. 

But, to answer your question another way, I would not have made 
the statement Mr. Quesada has made, not because it is technically 
incorrect, but because it does not convey the substance of the problem 
with which this operation was confronted. 

We found the Piedmont DC-3 to have crashed against the side 
of a mountain approximately 11 miles west of the final approach to 
the Charlottesville Airport. We have a very large number of wit- 
nesses, who heard the aircraft prior to the crash. The plotting of 
the times. and the sequence of the operations, made it possible for us 
to establish with a fair amount of precision the flight pattern of the 
aircraft immediately prior to, perhaps, about 5 to 7 minutes prior 
to the accident. We know that, at the time the aircraft left the air- 
way to make its approach overheading Charlottesville, the aircraft 
had already gone something between 10 and 12 miles farther west 
than he should have. He made his turn in a southerly direction, never 
having overheaded Charlottesville, and as a matter of fact, never 
having been within 10 miles of the Charlottesville beacon. He made 
a proc cedure turn which appeared to be the type of procedure turn 
he would have been expected to make but, again, displaced with re- 
spect to the prescribed final approach course approximately 11 miles 
west. He struck the side of the hill at an altitude which would have 
been proper had he been on the final approach course. 

We were able to get into the tuning heads of the two automatic 
direction-finding sets aboard the aircraft, and we found that they 
were properly tuned to the two low-frequency beacons which serve 
Charlottesville. We also found the loops, which are those portions 
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of the automatic direction-finding sets which sense directionally the 
bearing of the low-frequency beacon to which each receiver is tuned. 
We have been able to establish with fair precision the relative bear- 
ing on each of those two loops and, within I would say a degree, we 
have been able to establish that each loop was directed precisely to- 
ward the low-frequency beacon to which it was tuned, and that there 
was no malfunction in the operation of either loop. 

Now, there remains but one missing link, and that is the informa- 
tion from the loop to the instruments in the cockpit. This is, per- 
haps, the most reliable part of the entire system. We were unable to 
confirm that the positions of the loops were properly transmitting 
to the instruments. Here, we must, I imagine, conjecture, because 
of the very high degree of reliability of this part of the system. We 
would have no reason to suppose that information was not correctly 
brought into the cockpit. 

Furthermore, an additional basis for this conclusion is that, since 
these two automatic direction-finding sets are completely inde- 
pendent, it would have to have required two completely separate and 
simultaneous failures in the same portions of both systems in order 
to have denied the pilot the required information from both radio 
sets. 

Our conclusion, tentatively, at least, is that the pilot was receiving 
proper navigation information, We made a comprehensive exami- 
nation of airframe and all of the components, including the power- 
plants. We find that both engines were developing power at the time 
of impact and the propellers were in a normal cruise pitch position 
for this operation. 

The landing gear was extended. It was just like a normal ap- 
proach with no substantial deviations as far as aircraft configuration 
is concerned, and radio navigation except for the displacement in a 
westerly direction, 

While our investigation of the aircraft—the airframe, the power- 
plants and equipment and other components—was going on as usu- 
ally is the case, we made an intensive investigation into the back- 
ground of the crewmembers. While each step of our investigation 
with respect to the physical remains eliminated one possibility after 
another until finally we had eliminated every possibility reasonable 
in the investigation, this was not the case so far as the pilot was 
concerned. Each step in our examination of his background gave 
us more and more difficulty. We find, for instance, that the pilot 
in question was a man who had been undergoing for the past several 
years a very tragic set of circumstances in his domestic life. A man 
who had recently been divorced; who had, due to a strange set of 
circumstances, lost custody of his children. We find that he had even- 
tually brought his problems to a psychiatrist and, as a matter of 
fact, shortly before the accident, was consulting a second psychiatrist, 
one removed from the city; that he was taking medication or had a 
prescription for at least, based upon my recollection, a period of 
about 6 weeks. This quantity of tranquilizer pills should have, on 
the basis of the initial findings of the psychiatrist not located in 
Washington, helped eliminate an extremely depressed state of mind 
and an unusual preoccupation up until the day before the accident. 

As best we were able to determine, this medication would not have 
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been available to him the day before the accident. We could, of 
course, look into a great many additional details, as you can appre- 
ciate. 

Mr. Yates. How old was he? 

Mr. Bakke. He was in his early thirties. We could go into a great 
many more details and as a matter of fact our investigation of his 
background is not yet complete. 

It is apparent to us, however, that the weakest link in this par- 
ticular operation lies in the captain of this aircraft himself. 

We are satisfied, as this is the best investigative lead with which 
we now have to work, that when we are finished this will have shaped 
up as at least containing the cause of the accident. 

Mr. Evins. Will the gentleman yield? 

Mr. Yates. Yes, sir. 

Mr. Evrns. Did you acanire all of this nersonal history informa- 
tion about the pilot after the accident, or did you have some of it in 
your files before the accident. when he was originally employed ? 

Mr. Baxxr. We would not have had any occasion to have any such 
files before the accident and. did not, in fact, have any of them 

Mr. Evins. Well, is not this one of the roots of the problem— 
that you ought to have stable pilots and proper men with the correct 
training, and all of these things? Can you not do something about 
improving the standards before employment rather than finding out 
all these things afterwards? 

Mr. Baxke. This is exactly one of the things they were looking 
for in this investigation, sir. 

Mr. Durrrr. The Board cannot know. 

Mr. Evins. The Board is not empowered to do anything about 
that? 

Mr. Durrer. We do not certificate pilots. We do not examine 
pilots. 

Mr. Evrns. And, we are trying to find out what the Board needs 
to correct it. 

Mr. Tromas. The only time you have jurisdiction is when the 
pilot certificate is turned down, and he appeals to you? 

Mr. Yartrs. At the time the pilot first began he was fairly hap- 
pily married, and the tragedy occurred, afterward. Who knows 
when an individual is going to break under tragedy or the force of 
circumstances? 

What happened with respect to the Williamsport, Pa., crash, or 
have you not sufficient information to tell us about. it? 


WILLIAMSPORT ACCIDENT 


Mr. Bakker. I certainly can describe the factual situation, as it 
was presented to us in a public hearing which has alreadv been com- 
pleted. and T think this part of the story will also give the commit- 
tee a good feel for the circumstances. 

Mr. Yates. All right, sir: you may proceed. 

Mr. Baxxr. This aircraft was a Martin-202. operated by Allegheny 
Airlines. It had denarted VFR from Harrisburg, Pa.. with its first 
scheduled stop at Williamsport. Although it was released by the 
company as an IFR release, it was operating under a VFR traffic 
clearance. 
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It passed over the Williamsport low-frequency range station and 
descended to the vicinity of the Williamsport Airport. Up until 
that time all communications with the aircraft and all knowledge that 
we have of its operation indicated a very routine and a very normal 
operation. 

Witnesses on the airport observed the aircraft flying at an altitude 
of approximately 800 feet from the east. It passed over the airport 
directly above runway 30 at Williamsport. It appeared to be too 
high for a normal landing. At that time there were snow flurries in 
the vicinity of Williamsport and the visibility was decreasing. 

As the aircraft continued approximately one-half the a. of 
the runway, the right wing dropped and it went into a turn to the 
right. This is not an unusual maneuver. In pilot parlance, this is 
what might be called a 360-degree overhead approach. He came 
down in the direction of the runway and about halfway down the run- 
way, he turned and established a downwing leg, parallelling the run- 
way, then he established a base leg and seemed to roll in to a turn 
toward final approach. 

By the time he had turned on the base leg, his landing gear was 
down and his flaps were in an approach flap position. 

While he was turning through the base leg, and turning toward his 
final approach, he was seen to go through at least two snow showers 
and momentarily he was lost from view. However, a descent was 
started, and when he was approximately within 30 degrees of the final 
approach heading, everything being normal up until this time, the 
aircraft slowly and smoothly rolled out of that right turn toward 
the final approach and rolled into a left turn of approximately 50 
degrees, leveling out, and proceeding in a southerly direction. 

The high terrain south of the airport is approximately 1.7 miles 
from the approach end of the runway. This is unusually close for 
high terrain. The aircraft continued for approximately 15 seconds, 
and at the end of which time it disappeared from sight—from the 
view of observers on the airport. Immediately thereafter an explo- 
sion was heard on the side of the mountain just south of the airport. 
He was found to have struck trees in a very steep turning attitude, 
and the swath through the trees indicated a very small radius of 
turn, indicating clearly that, in a last desperate effort to avoid im- 

act with the hillside, he turned into approximately a 60-degree 
yank and attempted to pull it out very steeply. Unfortunately he 
caught his wingtip in the trees, which pulled him down to the hill- 
side, killing all but one on board. 

To say that this represents a departure from the prescribed ap- 
proach procedure, is technically correct. It obviously is not a part 
of the approach procedure, but it is so unusual a maneuver that it 
cannot simply be explained by saying that it was a faulty missed 
approach procedure. He did none of the things he would have 
done at. the time of impact; he still had approach flaps at the 
time of impact, and the turn was not a proper one for a missed 
approach procedure. He did none of these things he would have 
been expected to do, had he been executing a missed approach pro- 
cedure. 

Although snow was falling and although the earth was covered 
generally, the runway surface being: still above freezing, melted 
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the snow and the result was that the runway itself stood out in very 
sharp contrast—dark contrast—to the white elsewhere. If it had 
completely covered the airport including the runway, he could, one 
might surmise, have become confused at the last moment while turn- 
ing into final approach and was unable to orient himself, and there- 
fore turned to the south. But this is difficult to believe. 

While we were conducting the investigation of the procedure and 
the aircraft itself, we learned by autopsy of the copilot—the autopsy 
on the captain having indicated no serious departures from normal 
health—the autopsy of the copilot indicated an unusually severe oc- 
clusion of the coronary arteries. It was estimated to be approximately 
90 percent occluded. 

We know that at the time of impact this copilot was still alive. 
There were several medical tests for this, and we know he was alive. 
The autopsy is apparently not capable of indicating whether he was 
at that time in the process of a heart attack; that is, a complete 
occlusion. It is quite possible, however, for him to have been afflicted 
with a severe seizure—angina—which might have been sufficiently 
severe to immobilize him. 

This thing brings us back to the final stages of the approach. We 
know by reason of his heart condition that he was usually suscep- 
tible to such a condition. He was inexperienced in the aircraft type. 
He had only recently been hired by the air carrier. We know that 
this kind of operation, the visibility being low and the aircraft being 
strange to him, would have produced an element of tension, particu- 
larly at these last few seconds of operation. This is typical with all 
pilots, but especially so with a pilot who is new to the aircraft, and 
to the operation. 

It is possible, and we believe this is a matter which we think re- 
quires continued intensive investigation, but it is possible that the 
copilot during the final stages of the approach was struck with a se- 
vere attack which caused him to fall into the controls, or otherwise 
to give evidence of extreme distress and that this momentarily pre- 
occupied the captain, and that while being preoccupied with erecting 
and otherwise looking into the condition of the copilot, the approach 
was abandoned and the altitude was maintained: that he was not 
aware of the fact that he was drifting toward the high terrain; that 
in a matter of some 12 or 15 seconds later, when he again focused 
his attention upon the operation, it had become then apparent to him 
that he was flying toward this high mountain. It was then too late 
for him to recover. 

I do not say, sir, that this was the cause of the accident. I sug- 
gest that there was an unusual occurrence which must have taken 
place in this cockpit in order to have resulted in so unusual a de- 
parture from a not excessively or not very difficult operation. 

Mr. Yates. This statement says as follows, and I quote: 
Oscar Bakke, head of the Civil Aeronautics Board’s Safety Section, has said 


that the pilot of the plane that crashed near Williamsport apparently had a 
heart attack. 





Did you make that statement ? 

Mr. Baxxe. I have never made that statement, sir. 
Mr. Yates. This was the copilot ? 

Mr. Bakke. Yes, sir; to which I referred. 
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Mr. Yates. How old was the copilot ? 

Mr. Baxxe. He was 32. 

Mr. Osrertac. Would the gentleman yield at that point? 

Mr. Yares. I yield. 

Mr. Ostertac. Would you say that the copilot was unqualified by 
virtue of his physical condition to be piloting a commercial plane of 
that kind ? 

Mr. Bakke. Well, sir, here we would have to distinguish between 
my own personal judgment with respect to his condition, quite apart 
from medical standards, as over against what the medical standards 
have prescribed. 

Mr. Osrerrac. But, the history shows that he did have a heart 
condition ¢ 

Mr. Baxxe. No, sir; there was no such history and, as a matter 
of fact, most conditions like these defy detection by any medical 
means or techniques. 

Mr. Osrertac. There was no history of heart ailments? 

Mr. Baxxe. No, sir; none at all. 


FATAL ACCIDENTS DURING 1959 


Mr. Yates. During 1959 there were 16 fatal accidents in which 270 
people and 60 crew members were killed ; is that correct ? 

Mr. Baxxe. Yes, sir. 

There is one word of caution I would make here: We would have 
to, of course, be very careful in just what we are referring to when 
you speak of accidents. This total number of 16 would have to in- 
clude all operations of aircraft. 

Mr. Yates. I was going to say U.S. carriers. 

Mr. Baxxe. No, sir; it is more even than U.S. air carrier aircraft, 
and I must say that this number would include the 707 at Arlington, 
Wash., which was not then operated by an air carrier, although it 
was an aircraft intended for air carrier operation. 

Mr. Yates. Yes. 

Mr. Baxke. What I am saying is that it includes some accidents 
that are not at least air carrier accidents. It would also include, for 
instance, accidents involving air carriers but not in air carrier service. 
One of these was a training accident, which I am sure is also in that 
list, the 707 accident at Calverton. 

Mr. Yates. With those amendments, the statement stands? 

Mr. Baxxe. Yes, sir. 


ADEQUACY OF AIRPORT FACILITIES 


Mr. Yates. Seven of these occurred on approach to airports, and 
eight of them occurred while the plane was en route, and two ap- 
parently occurred during takeoff on engine failure. 

The point I should like to make is this: The statement from which 
I am reading is that of the Airline Pilots Association. A number of 
points were made in which they declare that there are many improve- 
ments that could be made in air safety. 

One they make is that a great many of our airports still do not 
have modern instrument approach facilities. For example, they cite 
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the fact that there is only one runway that would have an ILS at 
one end of it, rather than having an ILS at both ends. 

Does CAB take a position on the question as to whether or not the 
facilities—the ground facilities and the air navigation equipment—is 
or is not safe for the operation of aircraft, or would this be FAA tests? 

Mr. Baxke. This is strictly FAA activity. We would have a view 
with respect to this question only insofar as particular instances or 
accidents are concerned. 

Mr. Yates. Well, now, you did have overall jurisdiction over sa fety, 
and did you ever take any position prior to the FAA act with respect 
to the necessity for the installation of additional equipment at certain 
airports or declaring that certain airports should not be operated be- 
cause the air navigation equipment and the landing facilities were not 
adequate ? 

Mr. Bakke. The Board had a position in this sense: Being respon- 
sible for the development of regulatory policy, there were specific poli- 
cies which were applicable with respect to airport Palit The 
Board never has been in the position of determining adequacy of facil- 
ities at any particular point, but what it did do was to lay down the 
standards under which air carrier operation would be conducted into 
such airports. 

These standards would be directly related to the facilities available 
so that the Administrator in determining particular minimums for a 
particular airport would modify those minimums, depending upon the 
facilities that were there. With approach lights there might be lower 
minimums than without them. With ILS there might be lower mini- 
mums than without it. 

So, for each particular airport, realizing the facilities with which 
that airport was equipped, the Administrator would prescribe those 
operating conditions which would apply for the use of that airport. 

Mr. Yares. Did you ever bar the use of an airport because there 
were inadequate facilities ? 

Mr. Baxxe. So far as the CAB is concerned, we have had no occa- 
sion to do that. The responsibility for approval of the adequacy of 
facilities from the point of view of safety has always been the responsi- 
bility of the Administrator. Up until December 31, 1958, this was 
done in accordance with the standards laid down by the Board. Since 
then he develops his own standards. 

Mr. Yares. This is true even though you may consider an airport 
unsafe because of inadequate facilities? 

Mr. Baxxr. If the board were to make such a finding, it would 
communicate it to the Administrator who would be expected to take 
action. 

Mr. Yares. And, the Board has made no such finding to your 
knowledge ? 

Mr. Baxxe. With respect to the adequacy of airports generally, not 
to my knowledge. 

Mr. Yarrs. I am talking about the safety factor. When I talk 
about the safety factor J want to know whether it is unsafe for op- 
eration. 

Mr. Baxxe. I might illustrate: The particulars might be the sub- 
ject of a recommendation. To my. knowledge we have never had oc- 
casion to recommend to the Administrator that a particular airport 
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was generally or totally inadequate. We might find in a particular 
case that a communication service was not adequate. We have made 
recommendations to the Administrator, for instance, to consider 
whether additional communication services for the guidance or air 
carrier traffic in the vicinity of the airport at which there was no air 
traffic control being exercised. 

This is the sort of recommendation that we would make. 

Mr. Yates. One of the statements from this memorandum of Janu- 
ary 18, 1960, by Mr. Sayen, is this: 

One of the most critical operating conditions which faces the airline. pilot is 
the circling approach under low ceiling and visibility condtions. With smaller 
aircraft, this procedure is undesirable but has some measure of practicality. 
However, with larger, high-speed aircraft, this maneuver is extremely marginal 
during normal operation, and critical during an emergency. Without modern 
approach and landing aids at airports and in more than one direction, opera- 
tions must be conducted with what is available. 

Of course, that conclusion is true, but do you find that the measure 
for criticism which is expressed in these statements is valid? 

Mr. Baxxe. Sir, I would invite your attention to the fact that in 
the paragraph which you read, he relates minimums to facilities. 
He says “under low minimums.” Obviously, this is the case. But 
this is a situation for the Administrator to determine what is a min- 
imum considering a particular set of facilities. If the Administrator 
were to establish too low a minimum for a given set of facilities, then 
obviously this would follow. But, if he were not to, and if his min- 
imums were reasonable, then it would not. follow. 

We have had occasion here at the Washington National Airport 
some 10 years ago to consider such a problem when the Board did 
make a recommendation to the Administrator for lifting of minimums 
in Washington. There was a reexamination and the Administrator 
at that time did not concur with the Board but, instead, he later 
moved the facilities and a new procedure was established. 

Mr. Yates. Your same answer would be true with respect to a state- 
ment which appears on page 10 to the effect that the runways of many 
of our airports are too short for jet aircraft ? 

Is this the function of the Administrator too rather than the CAB? 

Mr. Baxxe. Right now it.is completely a function of the Admin- 
istrator ; yes, sir. 

Mr. Yates. Even insofar as advisory opinions are concerned by 
CAB? 

Mr. Baxxe. Well, sir, the question of how long a runway must be 
is not a matter of the air carrier or local agent or pilot judgment. 
There are very precise formulas on the basis of which runway 
length—minimum runway length—is established. These formulas 
are contained in the Civil Air Regulations. The pilot is directed and 
the air carrier is also directed to so load the aircraft that it will be 
possible for him to meet the runway length margins prescribed in 
the regulation. For takeoff, for instance, this means that the aircraft 
must accelerate to the critical engine failure speed, and thereafter 
reduce power and stop within the fixed limits of the runway. Or, in 
the alternative, at that very point, continue to take off with one engine 
inoperative so as to cross the end of the runway at a height of 35 feet. 

This is how runway length is determined. If they are too short 
today, it is because the formulas do not provide sufficient margins. 
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Our investigations have not given us any reason to initiate recommen- 
dations on this subject to the Administrator. 

Mr. Yates. This is not the Adiminstrator’s function ? 

Mr. Bakke. Yes, sir. 


DISCONTINUANCE OF NEAR-MISS REPORTING PROGRAM 


Mr. Yates. On page 16 these statements are made: 


Fortunately, there was not a collision accident involving airline aircraft dur. 
ing 1959. Near-misses, however, continued to be reported to the association, and 
we have no reason to believe that the number of these has been reduced from 
previous years. You probably have not seen as many near-miss reports as in 
past years since the near-miss reporting program of the Government has been 
discontinued by the Administrator and any near-miss report received by the 
FAA under present procedure is, as we have been informed of the policy, auto 
matically reason for beginning an enforcement action against the pilot involved 
by the Administrator. 

The net result is that pilots have ceased reporting near-misses to the FAA, 


Now, is this a true statement? Do youknow? 

Mr. Baxxe. I cannot vouch for the motivation of the airline pilots, 
but his discription of the existing status is correct. 

Mr. Yates. There is no requirement for the notification of near- 
misses ? 

Mr. Bakke. There is no requirement for it, but there is a report- 
ing procedure on the basis of which 

Mr. Yates. Voluntary ? 

Mr. Bakke. Yes,sir; on the basis of which reports may be made. 

Mr. Yates. Why would not this be compulsory? Why should not 
reports be made of near-misses ? 

Mr. Bakke. Well, sir, the near-miss itself is a very difficult thing to 
define. It isso highly subjective a thing that someone has said a near- 
miss is anything for which one is not prepared. There is a great deal 
of truth in this. 

There is a great deal of subjectivity involved. We noted, for in- 
stance, when we analyzed near-miss reports that many pilots who 
wrote to us did not consider 300- or 400-foot separations between air- 
craft a near-miss. 

Mr. Yates. But they reported it, though ? 

Mr. Baxke. No, sir; what I am saying is that many of them did 
not consider it a near-miss. In other words, we have two aircraft, 
and one of them reported in as a near-miss, and the other one did not. 
On a few occasions that we have been able to contact the other pilot, 
he told us “sure, I saw him, and I just did not think it was a near- 
miss.” 

On the other hand, we have had pilots reporting near-misses as 
much as, I think, 3 miles. 

Mr. Yates. Three miles might be a near-miss with jet aircraft; 
might it not ? 

Mr. Baxxe. Yes, sir. 

Mr. Yares. Is there not valuable information that might be gained 
from near-miss reports ? 

Mr. Baxke. Sir, we thought so—sufficiently so—that over a year 
ago we put out a regulation that—— 

Mr. Yates. To require it ? 
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Mr. Baxxe. No; not to require it. We put out a special civil air 
regulation guaranteeing the maker of the report or assuring the maker 
of the report that his report would be privileged with respect to any 
enforcement action or such use other than our research purposes. 

We ran this program for approximately 18 months, and we thought 
that we had gotten a lot of valuable information from it. : 

Mr. Yates. Why should it not be required, Mr. Bakke? Is it not 
possible to lay down within fairly reasonable limits « standard for 
what is a near-miss ? 

Mr. Baxxe. I think it is not. 

Mr. Yates. So that a pilot who undergoes one of these would be 
required by regulation to make such a report ¢ 

Mr. Osterrac. On an air carrier. 

Mr. Baxxe. I think it would be impossible to administer, Mr. 
Yates. 

Mr. Yates. Why? 

Mr. Baxxe. I would find it very difficult. 

Mr. Yates. But, it isnot being done at all now. 

Mr. Baxxe. I cannot answer that. I do not know the extent to 
which the reports might be given to the Administrator. There are 
none given to the Board. The Board has abandoned its program. 

Mr. Yates. Why? Because of the transfer of authority to FAA? 

Mr. Baxxe. That, but I think there is a better and more direct 
answer. After the Board ran the near-miss program for 18 months, 
putting out, I think, a total of five separate quarterly reports, it be- 
came apparent to us that the fifth quarterly report was revealing 
exactly the same thing that the first quarterly report revealed. In 
other words, the trends which had been identified early in the investi- 
gation were merely being continued. 

The Board, therefore, put out one complete report summarizing the 
results of the entire near-miss program, and said it did not believe it 
necessary to continue this investigation in its then existing form. A 
notice of proposed rulemaking was published by the Board. | It: pro- 
posed to establish a more widespread voluntary reporting program 
which would cover fields other than air traffic fields. Approximately 
a month after that notice was published, the Congress began its hear- 
ings on the Federal Aviation Act. Before this rulemaking was con: 
sumated, the Congress had already transferred the rulemaking au- 
thority to the Administrator. Therefore, we suspended further con- 
sideration of this program and it was part of the regulatory material 
which we transferred to him. 

Mr. Yarrs. You have said that you consider the information that 
would be submitted in connection with the reports of this type would 
be valuable. 

Mr. Baxxe. I said, sir, that so far as our research program was 
concerned I can see it would be very valuable. 

Mr. Osrerrac. On this question of near miss, do you mean the term 
as applied to two planes? In other words, one plane missing another 
one ? 

Mr. Baxxe. A near collision; yes, sir. That is rieht. 

Mr. Osterraa. Are there not many forms of accidents or near acci- 
dents which do not involve two planes ? 

Mr. Baxxe. That is correct, sir. 





642 





Mr. Osrertac. And, do you have reports on those? Do they report 
to you in that regard ¢ 
r. Baxxe. There is no reporting program as envisaged for instancg 
by the special regulation which cas proposed to adopt 2 years ago, 
here are other sources of information. They are not exclusively a 
ilot reporting program, however. The two programs which haye 
n provided for in the regulations are known as the DMR program— 
referring to the Daily Mechanical Reports—and the MIS program, 
which includes the mechanical interruption summaries. 

These, however, deal with the airworthiness of aircraft, and if a par. 
ticular deficiency is indicated, this deficiency is reported to the FAA 
through circularizing the entire industry on a regular routine basis 
so that the entire industry is kept advised concerning failures of com- 
ponents, and things of that sort. 

But there is no broad reporting program such as that envisaged in 
our regulation. 

Mr. Yares. Or investigation ? 


INVESTIGATION OF SAFETY HAZARDS 


Mr. Baxxe. Well, sir, so far as investigation is concerned, you mean, 
for instance, by the Civil Aeronautics Board of particular hazards! 

Mr. Yates. Yes. 

Mr. Baxxe. There is a clear responsibility for it to investigate par- 
ticular hazards when they become known to the Board. However, here 
the personnel determines the priority of particular missions, and I 
must say with the limited number of personnel we have now, we can- 
not even investigate all the accidents that we think we should. 

Mr. Yates. What do you mean by that statement, that you cannot 
investigate all of the accidents? You mean the smallplane accidents! 

Mr. Baxxe. Even some of the large airplane accidents, sir. 

Mr. Yates. Why? 

Mr. Bakke. By large airplane accidents, I mean those occurrences 
from which we think very valuable information might be attained. I 
can illustrate two of those. 

Mr. Yates. All right. 

Mr. Baxxe. There are perhaps 20 or 30 or something in that neigh- 
borhood—a more precise number I do not know, but I think it can 
be Reethtieal canal plane fatal accidents that have occurred, and have 
been reported to the Board, and we were required under our present 
arrangement with the Administrator to send out an investigatin 
team, and we do not have anybody to send. There were 28 in all. 

Therefore, we had to go back and ask him if he would not please in- 
vestigate these because we had no personnel available. 


INVESTIGATION OF SMALL PLANE ACCIDENTS 


Mr. Yates. I thought that was the understanding last year—that 
the funds that were supposed to go for the investigation of small plane 
fatalities were in the FAA budget, and they were going to do it; that 
is my memory of the CAB testimony and the FAA testimony. 

You are raising that question this year. You say this is “our re- 
sponsibility and we want the funds for it.” 
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I am inclined to agree with you and I think the funds should go to 
you rather than FAA. 

You have a statutory responsibility to investigate these accidents 
and I think you ought to get enough money with which to do it. 

Mr. Gurney. May I say this budget contains no provision for the 
investigation of nonfatal, small plane accidents. 

Mr. Yates. You just propose to investigate the fatal, small plane 
accidents, which is your statutory responsibility? Is that correct? 

Mr. Baxxe. Our statutory responsibility is to investigate them all. 

Mr. Yates. That is rab bat particularly stated, you were not able 
to do it last year. 

Do you propose sufficient funds in this budget with which to carry 
on that work ? 

Mr. Durrerr. No, sir; we have not proposed sufficient funds in this 
budget to investigate small plane nonfatal accidents. That is not it. 

Mr. Yates. Should you not be investigating them ? 

Mr. Durree. Well, I think we said last year 

Mr. Yates. Should not somebody be investigating them ? 

Mr. Durrer. Mr. Congressman, I think we said to the Bureau of 
the Budget and I think we said to the committees of Congress that 
we thought we should. 

Mr. Tuomas. It ismy understanding that the request was for them. 
_ Mr. Durrer. The request was for FAA because we asked for 42 
investigators to investigate, or 45 additional, small plane accident 
investigations. The 12 additional investigators will not be able to 
touch a single small plane nonfatal accident. Do you want to know 
what we would need? We would need 44 additional investigators at 
a cost of about $400,000 to investigate all small plane accidents. 

Mr. Yates. How many such accidents were there last year? 

Mr. Baxxke. There was a total of 4,600 accidents of which we in- 
vestigated about 750 and of which we think any Federal Government 
agency could usefully investigate 20 percent; in other words, about 
1,200 or something hke that. Neither we nor the FAA or anybody 
has ever investigated them all in the sense of investigating every 
single accident that happens. We have never tried this and we do 
not contemplate doing this. We think there are, perhaps, 20 percent 
of the accidents that should be investigated and right now we are 
able to investigate a little over 10 percent. 

Mr. Yates. You do not have any jurisdiction over questions of 
traffic ? 

Mr. Baxxe. No, sir. 

Mr. Yates. Any hazards that may arise in connection with the 
operation of the airway system, except in an advisory capacity to 
FAA, vou do not have any jurisdiction ? 

Mr. Baxxe. That is correct. 





QUALIFICATIONS OF COPILOT 


Mr. Yares. The point is made on page 17 of this memorandum, 
and I quote: 


The pilot in command will be qualified to operate the particular aircraft and 
will be so certified by the FAA, the copilot is not required to be qualified to op- 
erate the particular aircraft on which he is serving as copilot, and the third 
crew member is not required to be able to fly, navigate, communicate, or assist 
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with traffic control at all. In the event of incapacity of the pilot in command, 
for any reason, there is no requirement that anyone be qualified to relieve him, 

Is that true. 

Mr. Bakke. No, sir; I donot think that is correct. 

Mr. Yates. In what way is it incorrect ? 

Mr. Bakke. It is incorrect because the regulation does prescribe for 
training and qualification of the copilot. ‘The regulation does admit 
that a different level of qualification of the copilot and the pilot in com- 
mand—the level of qualification for the pilot in command contemplates 
the issuance of an aircraft rating by the Administrator, but there are 
competence requirements that are nevertheless laid down in the regula: 
tion. The ALPA position is that these are not adequate. 

Mr. Yares. What is your own feeling ¢ 

Mr. Baxxe. Well, sir, it would be difficult for me to answer that. 
I would have to answer it two ways: One, by saying that I have been 
out of the regulatory field now for over a year. I do not think that I 
should attempt at this time to set myself up as an expert on the 
regulations. 

With respect to the question generally, I will have to admit the 
more training—and this is always true—the more training, the safer 
an operation we will have. I know this does not get to the answer 
that you were seeking. 

Mr. Yares. I was not seeking a particular answer. I was trying to 
get your opinion. 

Mr. Bakke. What I was trying to say was I know this is not as use- 
ful answer as it might be, but it is the best I can do. 

Mr. Evins. Before you went with the Board and when you were a 
pilot, would you have recommended more stringent qualifications than 
you do now ¢ 

Mr. Baxxe. While the association representing the pilots might 
well be motivated differently, I do not believe that pilots individually 
are disposed to recommend more stringent regulations. 

Mr. Yares. They say further, and I quote: 

There is no substitute for adequate training. Some people may be under the 
impression that you can fly airplanes safely by piling regulation on top of regu- 
lation, and then having a strict enforcement of the regulations. This is non- 
sense, and can only prove that you can be killed legally. Regulations are 
necessary in some areas, and particularly when they require the installation 
of minimum necessary equipment, personnel training, etc., to do a job. But 
when deskbound personnel attempt to set up a rigid pattern and division of 
duties for the operation of aircraft under all circumstances and the anticipa- 
tion of all emergencies, we are flirting with death. When the pilot becomes 
convinced that. he must follow “the book” under all circumstances, even though 
such action may destroy him and all his passengers, we are flirting with death. 

Mr. Tuomas. Is not that overstating the case a little ? 

Mr. Yates. I want to ask Mr. Bakke that question, because I am 
not a pilot. 

They further state : 

When we set up a rigid division of duties in the cockpit based on some pre 
conception, we are flirting with death. The man in control of the aircraft, if 
well qualified and adequately trained, is the best judge of the proper course 
of action to be taken in a given circumstance. The secret lies in such training 
and not in regimentation. 

Do you have a comment on that paragraph, Mr. Bakke? 
Mr. Baxxe. Well, sir, I wonder if I could make this observation? 
Mr. Yates. Surely. 
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CIVIL AIR REGULATIONS 


Mr. Baxxe. The most complete single body of regulations exists 
today which is applicable to the airline pilots is part 40 of the Civil 
Air Regulation. This part was promulgated by the Civil Aeronautics 
Board in 1954 and remains generally in the same form that it appeared 
then, with very few major exceptions. ; 

At the time that part was developed and promulgated into law by 
the Board we had completed 4 years of very intensive coordination 
of every one of those regulations with all interested parties in avia- 
tion, including the airline pilots, and I would take rather strong issue 
with any suggestion that the regulations generally are the product of 
deskbound pilots. 

I don’t think they are. I think that generally they represent the 
best thinking available to the regulatory agency in the United States. 

That the ultimate product represents some kind of compromise 
position, I don’t think is difficult to understand. It can’t possibly 
accede to the wishes of all diverse interests. It is a compromise posi- 
tion, but I think that this is the very heart of the regulatory proc- 
ess, to find that means that best serves the public interest. 

I would say, sir, that this has to be done generally. 

Mr. Yartrs. I suppose even with that there is still room for dis- 
cretion on the part of the pilot in connection with the operation of 
his plane under emergency conditions? 

Mr. Bakker. Not only under emergency, sir, but the regulations 
which I described before relating to runway lenght, for instance, 
presumes that that runway length will be adequate only if the air- 
craft is operated in accordance with the procedures upon which the 
certification was predicated. If he doesn’t then obviously that run- 
way length doesn’t apply. 

Mr. Yares. With respect to temperatures and conditions? 

Mr. Baxxe. Also with respect to the manner in which he applies 
throttles, controls air speed, the manner in which he brakes, the man- 
ner in which he flies the aircraft, et cetera. Yet nowhere in the 
regulations does it make it a matter of regulation to fly the airplane 
precisely as the certificating test pilot did. This is left to the judg- 
ment of the pilot. 

Mr. Yates. Page 26: 

We have also urged FAA to establish a requirement for the submission of 
daily mechanical irregularity reports (DMIR’s) to FAA and to establish an 
automated system of analysis of such reports. Presently, the submission of 
such reports is voluntary and they are only analyzed by personal inspection. 
Under this system, incidents or irregularities to the same aircraft or component 
may be occuring at a dangerous level but on different carriers and much time 
may elapse or an accident occur before it is caught. For example, when the 
Electra crash at LaGuardia occurred last year and raised the problem of altim- 
eter irregularity, it was discovered that 21 irregularities with this particular 
altimeter installation had occurred at various times prior to the accident. The 
altimeters were subsequently removed. 

Is this correct ? 

Mr. Baxker. Yes. I think that is generally correct. It is correct 
so far as his description of the Electra is concerned. With respect to 
his description of the DMIR’s, he is not correct. 

Mr. Yarers. Is there such a program required ? 


646 





Mr. Baxxe. There is such a program. It is required by regula- 
tion. It is not voluntary. I think it could be better described that 
his difficulty with it is in administration, not with the requirement it- 
self, with one possible exception and that is it does leave a good deal 
of discretion to the carrier to determine that particular incident 
which must be reported. 

Mr. Yates. On page 27 the question is raised about a pilot hay- 
ing to fly beyond an 8-hour day to 14 or 15 hours for international 
flights. Does this create a dangerous situation, if in fact it exists? 
I assume it does exist. 

Mr. Baxxe. It could only exist where multiple crews are pro- 
vided. To answer your question this way: Provision is made in 
part 41 for the flight time in excess of 8 hours, but it is made only 
when there is additional relief provided in the crew. To answer 
your question concerning the hazard: we have never found that this 
situation has created any hazard in our international operation. 

Mr. Yates. With respect to the example I gave you before, on 
page 29 the statement says this: 

We recently received a telegram from one of our councils which read as fol- 
lows: “Pilot grounded for refusing to crack up.” Subsequent investigation re 
vealed that the pilot during takeoff of a jet aircraft loaded with 125 passen- 
gers suffered an engine failure at a critical point during the takeoff. Exmploy- 
ing sound judgment, the pilot elected to continue his takeoff, successfully did 
so, and the engine was restarted in the air. In our opinion, and the record of 
operation with this type aircraft, had he elected to discontinue the takeoff and 
attempted to stop on the runway in question, the aircraft and its occupants would 
probably have been destroyed. On return to base, the pilot found that the 
FAA agent, who was riding his first check ride on a 707 airplane, had ordered 
the company to remove him from schedule and to retrain him. The impression 
was therefore conveyed to this pilot, and all other pilots operating this par- 
ticular aircraft, that it was more important to follow a rule, dependent on 
judgment, arbitrarily than to employ sound piloting judgment of an individual 


experienced in the operation of this aircraft. The company refused the retrain- 
ing as unnecessary. 


I don’t know whether you care to comment on this except that I 
had stated it before and you thought the example was somewhat 
extreme. 

Mr. Baxxe. T know nothing about this particular situation, sir. 

Mr. Yates. This is obviously a case where you cannot go by regu- 
lations, isn’t it? When you are at a critical point in a takeoff—— 

Mr. Baxxe. I have already stated that so far as the takeoff is con- 
cerned, there is no regulation which compels him to fly in any par- 
ticular manner. If that agent were bringing some enforcement action 
against the pilot it would not be for a violation of a regulation which 
compels him to perform in a certain manner because there is no such 
regulation to my knowledge. 

Mr. Yates. On the question of mandatory age, which is raised here 
again, I asked you that question the other day and you thought there 
was no basis in fact or in the records for establishing such regulation. 
Is my interpretation of your testimony correct ? 

Mr. Bakke. Not entirely correct. What I said was that we had 
been able to find no statistical basis so far as our safety records are 
concerned. I presume, if there is any medical basis or any basis other 
than one in which we are competent, that the Administrator would 
be able to define this basis. I was restricting myself to the safety 
statistics produced by the Board. 
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Mr. Yares. I think we had coupled the pilot with an old plane and 
decided that with experience and with flights perhaps both are still 
airworthy. 

I have one or two more questions, Mr. Chairman, then I am 
through. 

SAFETY OF INTERNATIONAL CARRIERS 


What about the safety question in other countries? I know the 
airports in foreign countries do not have the landing aids that we 
have, nor the air navigation equipment. Can the Board take any 
action with respect to such airports, or is this strictly IATA’s func- 
tion? Do you render advisory opinions ¢ 

Mr. Durrer. The navigation and safety at international airports 
is within the field of ICAO. ICAO is the International Organiza- 
tion of Government Aviation Organizations and has a standing pro- 
fessional staff. They have regular ICAO meetings every 3 years, 
but their operational meetings are frequently conducted, and at these 
the various governments try to arrive at uniform procedures. This 
is a process of evolution and conceivably men of these governments are 
far behind but I think ICAO’s greatest accomplishment has been 
the working toward uniform standards of navigational equipment, 
runways, airports facilities with reference to safety under which air- 
craft. can fly from one country to another with assurance that the 
standard would be fairly uniform. 

Mr. Yares. This is a goal for the future, then. What about the 
present ? 

Mr. Durrer. I think we are making substantial progress. 

Mr. Yates. I know you are making progress, but what about 
the present? I mean what about the conditions at the airports in 
foreign countries? Do you feel they are adequate, or is this not 
within the purview of your authority? Is this FAA’s authority too? 

Mr. Tuomas. They have authority on any foreign airports. 

Mr. Durree. I think FAA has authority. I don’t think we have 
authority to prescribe regulations. 

Mr. Yarrs. Who participates in the ICAO discussions, you or 
FAA? 

Mr. Durrer. CAB does. Does FAA? 

Mr. Juntana. Yes, sir. 

Mr. Tuomas Certainly FAA or the Board does not have jurisdic- 
tion over foreign airports. You might be able to make recommen- 
dations but you can’t tell them what equipment to have or how to lay 
out a runway or anything else, can you ¢ 

Mr. Durrer. No. We can’t. 

Mr. Tuomas. Perhaps your answer to Mr. Yates was misleading. 

Mr. Yares. I think it was because of the fact you said you were 
making progress. Where are you making progress 

Mr. Durrer. We are making substantial progress, Mr. Yates, by 
negotiation and conference with these countries. This is the only 
way we can make progress. 

Mr. Yarers. In doing what? 

Mr. Durrer. To get them to agree to lift their standards of air- 
ens safety practices and navigational practices to a more common 
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Mr. Yates. Who is doing this? Are you doing this or is FAA 
doing this in these countries ¢ 

Mr. Durrer. We are doing it, FAA is doing it, the U.S. Govern- 
ment is doing it. 

Mr. Yares. You are representatives of the U.S. Government. Iam 
trying to find out who is the representative of the U.S. Government 
in these conferences. 

Mr. Durree. The CAB, the FAA, and who else participates ? 

Mr. Baxxen. The military services, State Department. 

Mr. Yares. They all have representatives at these conferences ? 

Mr. Baxxker. Yes, sir. 

Mr. Yates. Progress is being made, you say. What progress has 
been made ? 

Mr. Durrer. I would say 

Mr. Yates. I mean in tangible form. 

Mr. Dourrer. When we talk about navigational aids, airport 
lengths, things of that kind, when we get into ICAO conferences, a 
governmental conference, I would assume—the only one I ever went 
into was in 1956 at Carracas—there are working groups in all areas. 
When you get down to standardization of n: wigation: ul equipment or 
airport facilities, I would assume that in that area, primary repre- 
sentation of our Government, insofar as international aviation is 
concerned, would be FAA’s responsibility since their particular ex- 
pertise isinthisarea. Is that right, Mr. Bakke? 

Mr. Tuomas. Gentlemen, let’s come back at 1:30. Mr. Evins, Mr, 
Rhodes, and I have one little section. We can wind up in perhaps 
an hour. 





AFTERNOON SESSION 


Mr. TrHomas. Gentlemen, the committee will please come to order. 

Mr. Evins? 

Mr. Evins. Mr. Chairman, this has been a very interesting hearing. 
I have been particularly interested in attending these sessions at this 
time because of two factors: One, the alarm of the country generally, 
as we have indicated, over the mounting of the air tragedies and sec- 
ondly a matter that I want to go into a ‘little further in regard to the 
certification of a case. Personally I am not in agreement with the 
Board’s decision. 

BOARD’S LEGISLATIVE PROGRAM 


Let me say that I for one, and as I have said before, this Board 
should have all the funds necessary to do the job effectively in the 
public interest and whatever legislation may be needed and_neces- 
sarily is required. We are not an elective committee, but, I think, to 
reemphasize giving this authority to the Board I would like to rec- 
ommend that the 17 legislative recommendations that the Board has 
recommended in its recent annual report be printed in the record at 
this point. 

Mr. Tuomas. They will be included. 

(The material is as follows:) 


RECOMMENDED LEGISLATION 


Although Congress enacted a new Federal Aviation Act in 1958, the Board’s 
economic regulatory authority remains essentially unchanged from its authority 
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under the Civil Aeronautics Act. Throughout the period of evolution under the 
Civil Aeronautics Act, the Board’s functions and responsibilities have increased 
substantially. Experience has shown that additional regulatory tools are needed 
to enable the Board to effectively deal with the many complex and varied prob- 
Jems Which have arisen during recent years. In order to meet these problems, 
the Board has adopted the following legislative program. Bills have been 
drafted by the Board covering most of its recommendations, and are pending as 
indicated below. 
1, Civil penalties 

The purpose of this proposed amendment is to provide a statutory tool for the 
more effective enforcement of the provisions of title IV of the Federal Aviation 
Act and of the Board’s economic orders and regulations. At the present time, 
violations of these provisions are subject to criminal prosecution under section 
902(a) of the act. This sanction is an effective deterrent in serious cases involv- 
ing knowing and willful violations. However, with respect to many cases of 
minor infractions, violations of a less serious nature, and actions falling short 
of knowing and willful misconduct, the conventional criminal proceedings are 
either too drastic, too cumbersome or altogether inappropriate. It is in acting 
upon these less serious but more numerous violations that the Board could avail 
itself of the remedy of civil penalty in a constructive manner to improve the 
enforcement program (S. 1542, H.R, 7599, H.R. 7600). 
2. Limited certificates 

Existing law is not entirely clear as to the extent to which the Board may 
impose on certificates of public convenience and necessity effective limitations 
or restrictions with respect to schedules, equipment, accommodations, or facili- 
ties. The Board believes the law should be clear that a carrier may request, 
and be authorized to perform, services more limited than those furnished by 
the regular carriers (S. 1548, H.R. 7598). 


3. CAB court representation 


Legislation is needed to permit the Board the right of independent representa- 
tion through its own counsel in court proceedings. Such a right in the Board 
would be comparable to other independent regulatory agencies and would assure 
that the Board at all times will be free to express its position in court con- 
cerning the proper interpretation of the statute which it administers (S. 1544, 
H.R. 7103, H.R. 7110). 


4. Requirement for hearings 


Under section 408(b) of the Federal Aviation Act, the Board may not grant 
its approval of certain transactions without first conducting a formal hearing. 
Experience has shown that there are many cases where the Board can make 
the findings necessary to grant approval without going through the process of 
hearing. The Board recommends the enactment of legislation which will re- 
lieve the Board and the parties to an application under section 408(b) from 
the necessity of going through a hearing in those cases where the Board deter- 
mines that a hearing is not necessary in the public interest and no person dis- 
closing a substantial interest requests a hearing (S. 1545, H.R. 7105, H.R. 
7111). 


5. Testimony by Board investigators 


Existing law concerning the extent to which the Board’s accident investiga- 
tors may be called upon to testify in private damage suits should be clarified 
and strengthened in order to preserve the integrity of the Board’s accident in- 
vestigation function (S. 1546, H.R. 7591). 

6. Ticket reservation practices 

Legislation is needed to protect the right of the public to purchase airline 
tickets at the lawful tariff rates. A number of undesirable practices have 
grown up, such as the purchase of tickets by brokers and other persons 
to be later sold to travelers at a premium when reservations are difficult or 
impossible to obtain. The Board recommends the enactment of legislation 
which will permit it to control these practices (S. 1547, H.R. 7592). 


7. Commercial military transportation 


The Board believes that the Government, the Nation’s largest single user 
of transportation, in arranging transportation by air, should whenever prac- 
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ticable utilize the services of commercial air carriers. In particular, the poliey 
of the Department of Defense not to engage in competition with the operators 
of civil aircraft should be continued and encouraged by statutory sanction 
(S. 1548, H.R. 6930, H.R. 6931). 


8. Extending of audits 


Section 407(e) of the Federal Aviation Act should be amended to clarify the 
Board’s authority to examine the books and records of persons controlled by an 
air carrier, under common control with an air carrier, or of service organiza- 
tions controlled by groups of air carriers. Such an amendment would implement 
the recommendation of the Comptroller General of the United States in his audit 
report to the Congress in October 1955 (S. 1549, H.R. 7109, H.R. 7210). 


9. Separation of service mail pay and subsidy 


The Federal Aviation Act of 1958 authorizes the Board, in its determination 
of rates of compensation for the transporation of mail by aircraft, to include as 
a ratemaking element the “need” of air carriers for compensation sufficient to 
maintain and develop air transportation as required for the commerce of the 
United States, the postal service, and the national defense. The act further pro- 
vides that the “need” part of the compensation or subsidy shall be separately 
paid by the Board. Thus, the act restates the old law of section 406 of the Civil 
Aeronautics Act of 1938 and Reorganization Plan No. 10 of 1958 (S. 1550, HLR. 
7597, H.R. 7598). 

The Board believes that the “need” ratemaking element should be established 
as a separate provision in the act. Legislative separation will eliminate any 
possible confusion which may still arise in the public mind as to the difference 
between subsidy and service mail pay, and from an administrative standpoint, 
technical advantages, including greater flexibility, will result. 

10. Free or reduced-rate transportation 

Section 403(b) of the act permits air carriers and foreign air carriers, under 
such terms and conditions as the Civil Aeronautics Board may prescribe, to pro- 
vide free or reduced-rate transportation to certain persons, inelnding their direc- 
tors, officers, and employees, and their immediate familities, as well as persons 
injured in aircraft accidents and physicians and nurses attending such persons, 
The proposed amendment would expressly permit such transportation for three 
additional categories of persons; namely, (1) directors, officers, and employees 
who are retired and their immediate families, (2) the parents of officers and em- 
ployees (whether or not living in their immediate households), and (3) the mem- 
bers of the immediate family of any person injured or killed in an aircraft acci- 
dent for the purpose of traveling to and returning from the place in which the 
accident occurred. The proposed legislation is permissive and would permit ap 
propriate carrier action subject to Board control (S. 1551; H.R. 4049, passed 
by the House of Representatives July 8, 1959). 


11. Contract carriers 


The Board recommends that legislation he enacted to give the Board economic 
regulatory control over air contract carriers. 

The contract carrier is a private carrier for hire as distinguished from a public 
or common carrier and is not now subject to the economic provisions of the Fed- 
eral Aviation Act. However, its activities may be in direct competition with 
those of the common carrier. It has been found necessary in the field of motor 
transportation to regulate this activity in order to safeguard the public good. 
Similar regulation in the field of contract carriers by air is needed, particularly 
to cover cases where the form of contract carriage is adopted to cover the sub- 
stance of a common carrier operation, and to enable the Board to deal effer- 
tively with problems in the field of military charter operations where common 
earrier and private carrier operations exist side by side and the common carriers 
are subjected to uncontrolled competition by the private carriers. The Board is 
engaged in drafting appropriate legislation. 


12. Property and passenger rates in foreign air transportation 

Legislation is needed to give the Board regulatory authority over passenger 
and property rates and practices in foreign air transportation which it 
now lacks. Title IV of the Federal Aviation Act imposes upon every air 
carrier the duty of providing interstate and oversea air transportation at 
reasonable rates. Title X of the act authorizes the Board under certain circum- 
stances to prescribe the rate for interstate air transportation, to prescribe maxi- 
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mum or minimum, or maximum and minimum rates for oversea air trans- 
portation, and to suspend operation of new tariffs for interstate or oversea 
air transportation pending determination of the lawfulness of such tariffs. But 
the act gives the Board practically no direct authority over the rates and prac- 
tices of either U.S. or foreign air carriers engaged in foreign air transportation. 

The sole power now possessed by the Board (apart from the Board’s power 
to disapprove agreements among air carriers and foreign air carriers fixing 
rates and practices in foreign air transportation) is that of ordering a carrier 
in foreign air transportation to remove a discrimination in its rate structure if, 
after notice and hearing, such a discrimination is found to exist. Thus, the 
Board has no summary power to stop any carrier in foreign air transportation 
from placing into effect any rate, fare, or practice it elects; and even after full 
hearing, its power to order any change is restricted to the limited area of re- 
moving discrimination (S. 1553, H.R. 7596). 


18. Depreciation accounting 


Section 407 of the Federal Aviation Act should be amended to authorize the 
Board to regulate depreciation accounting. In the past, the Board has prescribed 
rates of depreciation as a part of its ratemaking process. The depreciation 
rates so prescribed through the ratemaking proceedings of the Board have gen- 
erally been used by air carriers for accounting purposes. So long as the depre- 
ciation rates used by the various air carriers for accounting purposes fairly 
reflected the depreciation costs as determined in the rate proceedings, further 
prescription of these rates through accounting regulation would have served no 
useful purpose. Moreover, until recent years, the widespread dependence of the 
industry upon Federal subsidies necessitated the frequent review by the Board 
of the operating results of the carriers, including an appraisal of the reasonable- 
ness of charges to expense for depreciation on property and equipment which 
resulted in bringing the depreciation practices of the carriers under frequent 
review by the Board. However, with the emergence of a large part of the 
industry from dependence upon subsidy, the opportunity for such frequent re- 
view of the reasonableness of depreciation charges to expense by the Board no 
longer exists. Nevertheless, the need for reliable financial data from which to 
appraise the true financial condition and operating results of the various air car- 
riers continues. 

In recognition of this need. the Board undertook to prescribe the depreciation 
accounting practices of air carriers by the issuance of appropriate 
regulations (ER 224, adopted Nov. 18, 1957). However, the Board’s authority 
to issue such a regulation was challenged and appealed to the courts. The 
U.S. District Court for the District of Columbia sustained the action of the 
Board, but on appeal to the U.S. Court of Appeals for the District of Columbia 
Circuit this decision was reversed. The Board sought review of this decision 
by the Supreme Court, but that Court declined to take the case and the Board’s 
application for writ of certiorari was denied on November 10, 1958. Conse- 
quently, in order that the Board may effectively carry out its functions with 
respect to the depreciation accounting practices of air carriers, legislation is 
essential (S. 1554, BYR. 7595). 


14. Consolidation of Board proceedings 


Legislation is needed which will strengthen and clarify the Board’s procedural 
powers with respect to the consolidation of proceedings pending before it. 

One of the most persistent problems the Board has encountered, particularly 
in large area route proceedings, has been the contention of applicants, based on 
the doctrine of the Ashbacker case (Ashbacker Radio Co. v. F.C.C., 326 U.S. 
327 (1945) ), that they are entitled as a matter of legal right to consolidation of 
certain applications with such proceedings. The Board is not opposed to the 
principle that mutually exclusive applications must be disposed of on simul- 
taneous consideration, However, the application of this doctrine has in many 
cases resulted in protracted delays by reason of the courts entertaining inter- 
locutory appeals from consolidation orders, with all Board proceedings in the 
ease suspended pending determination of such appeals. The Board believes 
that its consolidation orders should not be subject to interlocutory appeal but 
should be subject to court review at the conclusion of the proceeding. The 
Board recommends that legislation be enacted which will bar interlocutory ap- 
peals and clarify the respective roles of the Board and the courts in these situa- 
tions. The Board is engaged in drafting appropriate legislation. 
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15. Inspection of accounts of foreign air carriers 

Section 407(e) of the Federal Aviation Act should be amended to specifically 
include “foreign air carriers” as well as “air carriers.” This provision which 
authorizes inspection of accounts and property is in terms applicable only to 
“air carriers.” The result is that the Board’s enforcement powers have proved 
inadequate, and the Board is unable to take effective action on complaints 
against foreign air carriers for violations of the act in various areas, such as 
eargo tariff violations, overbooking practices, unauthorized free air transporta- 
tion, and illegal charter operations. It is recommended that section 407(e) be 
amended to empower the Board to inspect the books and records of foreign air 
carriers located in the United States. The Board is engaged in drafting appro- 
priate legislation. 
16. Exemption provisions 

Legislation is needed which will! clarify and render more workable the exemp- 
tion provisions of section 416(b) of the Federal Aviation Act. These provisions 
as written are inadequate and have given rise to difficult questions of interpre- 
tation. The Board believes that legislation should be enacted which will state in 
clear and unambiguous terms the circumstances under which the Board has 
power to grant exemptions, and which will adapt the scope of the exemption 
power to the need shown by experience. Accordingly, it is recommended that 
section 416(b) be amended (1) to give the Board wider latitude in the granting 
of exemptions, (2) to authorize the Board to exempt foreign air carriers from 
applicable provisions of the act, and (3) to provide that eligibility for exemp- 
tions be extended to include persons other than air carriers and foreign air car- 
riers who are affected by the provisions of the act. The Board is engaged in 
drafting appropriate legislation. 


17. To provide for Government guarantee of private loans to air carriers for 
purchase of new aircargo equipment 

Legislation is needed which will permit the Government, under appropriate 
conditions, to assist the air carriers in acquiring new aircargo equipment by 
guaranteeing private loans negotiated by the carriers for the purchase of such 
aircraft. The cost of aircargo movement has remained sufficiently high that 
large-scale use of aircargo has not occurred. The use of converted airplanes 
essentially designed for other purposes is generally credited with being one of 
the reasons for the relatively high cost attached to transportation of cargo 
by air. Preoccupation with the development of new passenger jet aircraft may 
have resulted in a relative lack of interest in the development of an uncompro- 
mised all-cargo aircraft. This situation has led to steadily increasing interest 
on the part of the Board and others in finding a means of developing large, 
low-cost all-cargo aircraft of essentially new design which might be suitable 
for joint use by the military departments as well as by the civil air transport 
industry. In the opinion of the Board, legislation to provide for Government 
guarantee of private loans for purchase of new aircargo aircraft would be a 
constructive step in achieving the objective of spurring the development of a 
truly capable all-cargo aircraft and would provide needed assistance to the air 
earriers in financing the acquisition of such aircraft. This should enable the 
aircargo industry to make a healthy growth and eventually become self-support- 
ing. 


Mr. Evins. There are 17 legislative recommendations. 
These hearings will be read and studied in connection with the legis- 
lation otherwise. 
BOARD MEMBERSHIP 


Mr. Chairman, of the five members of the Board, James R. Dur: 
fee, Chairman; Chan Gurney, Vice Chairman; Mr. Denny, member} 
Mr. Joseph Minetti, member; and Mr. Louis J. Hector, are they all 
serving on the Board at this time? 

Mr. Durrer. No. Mr. Hector resigned last year and later member 
Denny resigned, I believe his term was to expire at the end of this 
year and he resigned earlier in the yea 

Mr. Evins. Mr. Boyd succeeded Mr. ‘Hector? 
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Mr. Durrer. Yes, sir. 
Mr. Evins. Who has succeeded Mr. Denny ? 
Mr. Dourrer. Judge Gillilland. 


SOUTHEASTERN AREA LOCAL SERVICE CASE 


Mr. Evrns. Mr. Chairman, with the change in the composition of 
the Board, would that necessarily be a reason or justifiable reason 
for review and reconsideration of a case which the Board has pre- 
viously rendered an adverse decision upon ? 

Mr. Durrer. Mr. Congressman, the reasons for reconsidering a case 
cover a wide area. I would say the principal reason for reconsidera- 
tion, on which the Board has granted a reconsideration, has been a 
substantial showing of new evidence of new facts which were not de- 
veloped in the previous hearing, or a showing of substantial error by 
the Board of either fact or law. 

As to the arrival of two new members on the Board, which has 
changed the complexion of the Board since this case to which you refer 
was decided, whether these members wish to participate in recon- 
sideration and a possible change in the Board’s decision by their par- 
ticipation, and again I am generalizing, I think tradit ionally has been 
a matter which has been left considerably to the discretion of the new 
members because to participate in reconsideration he must familiarize 
himself with the record. He can’t participate in the reconsideration 
unless he has familiarized himself with the record. 

Mr. Evins. Is it customary and has it been the practice of the 
Board to make decisions based upon the opinion of two members? 

Mr. Durrre. A decision of a Board cannot be made except by 
quorum of the Board, three out of five, and if in those cases in which 
we have had a three-man decision, you get a 2-to-1 decision, it is ar- 
rived at by that process. Yes, sir. 

Mr. Evins. Of course the case I refer to is docket No. 7038. I want 
to say to the chairman for the record as I have said informally, during 
a recess of the Congress and even previously, in my area, while we hear 
a lot of general information about interest in water resource develop- 
ment, I have heard more interest in this particular one case by the 
people of my district and of my State—the mayors, citizens generally, 
the Governor, all of our elected officials, I have never seen more dem- 
onstrated public interest in any matter before a Board than has been 
called to my attention in this matter. 

Commissioner Minetti dissented from the decision. Commissioner 
Minetti is not here today, is he? 

Mr. Durrer. He is not. 

Mr. Evins. I know he was absent yesterday. 

Mr. Durrer. He is participating in the Italian negotiations. There 
is a delegation here from Italy and it is imperative that one member 
of the Board participate in these negotiations. 

Mr. Evins. He stated in his dissenting opinion in part that, like 
the examiner—the examiner ruled favorably in the case—and he 
concurs. He says: 


Like the examiner, I would authorize Southeast Airlines (Southeast), the 
existing Tennessee carrier whose continued services have been enthusiastically 
supported by the residents of that State, to provide local air service in Tennessee, 
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I am astonished by the award to Southern Airways, Inc. (Southern). Con- 
sidering Southern’s distinterest in providing local service in Tennessee, plus 
the inevitable difficulties in assimilating its many new route awards. 

Have they been granting Southern a lot of new routes and a lot of 
new awards in addition to this one ? 

Mr. Durrez. Congressman, we are on the record now. I can do 
nothing more at this point than repeat something I said the first year 
I came as chairman of this Board when I was being questioned along 
this same line by a Senator before the Senate Appropriations Com- 
mittee, by a Senator from one of the Northern States as to the deei- 
sion of the Board in the New York-Miami case, which particularly 
affected this Senator’s interests. 

I said at that time, Mr. Congressman, that in view of the quasi- 
judicial responsibilities incumbent upon me as a member of the 

oard—and this is a very grave responsibility—that I did not feel 
that I should participate in any discussion of the deliberative processes 
of the Board involved in a judicial decision of the Board while this 
matter is still under consideration by the Board. 

Mr, Congressman, with all respect to you, and with all respect to 
the interest of your State, and you have a perfect right to say any- 
thing you want to, but I must only say this, sir, I must reiterate what 
I said before the Senate committee in 1956. 

Mr. Evtns. I didn’t hear the latter part. 

Mr, Dupree. I must reiterate the position I took before the Senate 
Appropriations Committee in 1956, that I cannot comment or discuss 
the merits or demerits of a Board’s decision while this decision is still 
under consideration by the Board, 

Mr, Evrns. Mr. Chairman, I respect you immensely. I have no 
personal interest at all in the matter. I assured you that and I put 
that on the record, but I am elected by the people of my area to repre- 
sent them and I think when the opportunity comes I would be derelict 
in my duty if I failed to represent the people in my State. 

I know you are perfectly capable of taking care of yourself, Mr. 
Chairman, but in view of this examiner’s report in favor of the matter 
and in view of another member writing a dissenting opinion, and which 
I wish could be read with its strong language here, I would see no 
objection to your allowing us to discuss this. 

The company to which this certain case was awarded was disinter- 
ested and was not particularly applying for the routes and yet it was 
given additional responsibilities and additional duties which it didn’t 
seek. This opinion continues: 

* * * itis highly doubtful whether Southern will soon provide Tennessee with 
satisfactory local service. Yet in the face of these factors, the majority has 
selected Southern over a carrier which currently serves Tennessee, to the satis- 


faction of its residents, with more modern equipment than that operated by 
Southern. 

We have a satisfactory carrier, with excellent equipment providing the service. 

The majority selected Southern because of its belief that Southern would 
require less subsidy support and provide greater passenger benefits. As to sub- 
sidy, it is the majority’s surmise ‘that Southern will serve Tennessee at less 
expense than Southeast by virtue of the availability of a more extensive route 
system over which indirect costs may be spread. The argument, unfortunately, 
overlooks a number of important considerations. First, Southern’s probable costs 
are entirely conjectural, since due to its lack of interest in providing local service 
in Tennessee, Southern did not submit cost estimates or any other evidence related 
to Tennessee service. Second, whatever such estimates might have revealed if 
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submitted, there can be little doubt that Southern will require far more subsidy 
support than presently estimated by the majority if Southeast continues to serve 
its present routes in direct competition with Southern, as it well may. In these 
circumstances, Southeast’s advantages as the existing carrier, as the carrier sup- 
ported by Tennessee civic groups, and as a carrier which has demonstrated its 
willingness to serve Tennessee, would be overwhelming. Third, and lest we 
forget, Southeast has offered to provide service over a selected route in Tennessee 
without subsidy and for this reason alone the majority cost argument must fail. 

You would not make any comments on that, Mr. Chairman ¢ 

Mr. Durrez. I would not, Mr. Congressman. I repeat, this case is 
now pending before the Board on reconsideration and I am taking a 

ition which is consistent with the position that I always have taken. 
As a matter of fact, Mr. Congressman, I think we are getting into an 
area of the Board, members of the Board receiving ex parte com- 
munications as to the merits of a pending matter and which is now 
the subject of an intensive investigation by the Harris Committee on 
Legislative Oversight of the House. 

Mr. Evins. I would say this—— 

Mr. Durrer. I realize, sir, that you feel that you would be derelict 
in your duty if you did not bring this matter out, that is a matter of 
your judgment. The question of dereliction of my duty, I submit, sir, 
if I am to be the chairman of an independent agency, this is a matter 
of my judgment. 

Mr. Evins. I respect that view, Mr. Chairman. However, these 
things which I am reading into the record are not outside matters. 
They are matters within the Commission. They happen to be a matter 
of record in this particular case. 

It goes on to say that 
In spite of the highly commendable efforts made by this small, independent 
carrier, the majority in choosing Southern’s inferior, reluctant service 
I emphasize the words “reluctant service” because they were not an 
applicant and they have imposed new duties upon it— 
may well have destroyed Southeast’s Convair investment. 

My difficulties with this award are fundamental. First, as the result of a study 
conducted prior to trial of this proceeding, Southern decided not to prosecute its 
limited applications for Tennessee service. Accordingly, by letter dated Novem- 
ber 12, 1957, F. W. Hulse, president of Southern, notified the examiner that it 
would not prosecute its application for Tennessee route authority other than its 
application to serve Jackson, Tenn. Yet in the total absence of evidentiary 
foundation for determining Southern’s willingness, fitness, and ability, the 
majority has certificated Southern for extensive Tennessee local service. 

I am unable to understand why. 

This Commissioner says : 

* * * other than through noting Southern’s total dissent in the matter, the 
reason why it believed that such service would be economically infeasible and 
unsuited to the needs of the people of Tennessee, elementary fairness if not 
due process demands nothing less. 

This Commissioner winds up his opinion with the expression of a 
hope that the matter may be suitably corrected, and I want to express 
my own view that I hope the Commission will reconsider the matter 
and that if an error has been made, it will be generous and great 
enough to acknowledge it and correct where an injustice may exist. 

The company has substantial investment. They have new Convair 
equipment. They are serving the people of my State and rather than 
dissect the State into east Tennessee in one part and west Tennessee 
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in another part, this particular service would tie the State together 
a thing which we would like to have happen in our area to provide 
better service. 

I wouldn’t know why the Commission would impose upon a reluec- 
tant carrier and a disinterested carrier that is already a big carrier, 
more duties, more 1 responsibilities as against a wholly owned oper ating 
concern within the State who is giving competent and eflicient service 
satisfactory to the people of the State. I think that in a democracy 
the public view, the view of the citizens should be considered. 

I will desist further, Mr. Chairman, in view of the position of the 
chairman, and hope the commission will give reconsideration to this 
matter. 

(The opinion quoted from above follows :) 


SEPARATE CONCURRENCE AND DISSENT 


Opinion and Order E-14754 in the Southeastern Area Local Service Code, 
Docket 7038 et al., dated December 18, 1959 


MEMBER MINETTI. Concurring in dissenting: 

Like the examiner, I would authorize Southeast Airlines (Southeast), the 
existing Tennessee carrier whose continued services have been enthusiastically 
supported by the residents of that State, to provide local air service in 
Tennessee. 

I am astonished by the award to Southern Airways, Inc. (Southern). Con- 
sidering Southern’s disinterest in providing local service in Tennessee, plus the 
inevitable difficulties in assimilating its many new route awards, it is highly 
doubtful whether Southern will soon provide Tennessee with satisfactory local 
service. Yet in the face of these factors, the majority has selected Southern 
over a carrier which currently serves Tennessee, to the satisfaction of its resi- 
dents, with more modern equipment than that operated by Southern. 

The majority selected Southern because of its belief that Southern would 
require less subsidy support and provide greater passenger benefits. As to 
subsidy, it is the majority’s surmise that Southern will serve Tennessee at less 
expene than Southeast by virtue of the availability of a more extensive route 
system over which indirect costs may be spread. The argument, unfortunately, 
overlooks a number of important considerations. First, Southern’s probable 
costs are entirely conjectural, since due to its lack of interest in providing local 
service in Tennessee, Southern did not submit cost estimates or any other evi- 
dence related to Tennessee service. Second, whatever such estimates might 
have revealed if submitted, there can be little doubt that Southern will require 
far more subsidy support than presently estimated by the majority if Southeast 
continues to serve its present routes in direct competition with Southern, as it 
well may. In these circumstances, Southeast’s advantages as the existing car- 
rier, as the carrier supported by Tennessee civic groups, and as a carrier which 
has demonstrated its willingness to serve Tennessee, would be overwhelming. 
Third, and lest we forget, Southeast has offered to provide service over a 
selected route in Tennessee’ without subsidy and for this reason alone the 
majority’s cost argument must fail. As to this selected route, Southeast seeks 
only the right to service mail pay and the advantages of interline connections. 
Both rights, of course, would follow Federal certification and would materially 
enhance the carrier’s revenue position. Finally, Southeast, as a new entry into 
air transportation, would provide a long-needed yardstick by which to measure 
the reasonableness of the costs of the entire heavily subsidized local service 
industry. 

The passenger benefits foreseen in Southern’s service by the majority, more- 
over, are illusory. The existence of trunkline service at major Tennessee cities, 
for one thing, is of far greater benefit to passengers than any beyond-area 
service benefits which could be provided by Southern. Certainly it is unlikely 


1 Between Memphis and Tri-Cities via Jackson, Nashville, Knoxville, and Chattanooga 
(Tr. 2120, 2121). The offer appears to have been amended in brief by the addition of 
Shelbyville-Tullahoma (brief to the examiner, p. 80). 
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that many passengers will travel to distant points on Southern’s system via 
that carrier in preference to faster connecting trunkline service. Moreover, any 
possible passenger benefit that might exist by virtue of Southern’s more exten- 
sive system would be more than counterbalanced by the deficit in ontime per- 
formance which that system vis-a-vis Southeast’s would entail. 

In my view, clearly, superior passenger benefits would result from the selec- 
tion of Southeast, not Southern. For, Southern would provide an all DC-3 
operation, in contrast to Southeast’s present operation of Convair—240 aircraft 
between the more populous cities of its Tennessee routes. Amazingly, while 
Southern has not sought to avail itself of the opportunity to purchase replace- 
ment equipment under the Government guaranteed loan program, Southeast, 
without the benefit of that program and without even the minimal security of 
Federal operating authority, has itself raised the capital to purchase its Con- 
yairs out of consideration for the comfort of its passengers and a desire to 
lower its unit costs of operation. In spite of these highly commendable efforts 
py this small independent carrier, the majority, in choosing Southern’s inferior, 
reluctant service, may well have destroyed Southeast’s Convair investment. 

My difficulties with this award are fundamental. First, as the result of a 
study conducted prior to trial of this proceeding, Southern decided not to prose- 
cute its limited applications for Tennessee service.* Accordingly, by letter dated 
November 12, 1957,° F. W. Hulse, president of Southern, notified the examiner 
that it would not prosecute its application for Tennessee route authority other 
than its application to serve Jackson, Tenn. Even more serious, however, is the 
fact that the lack of evidentiary basis for selecting Southern has in effect 
denied Southeast a hearing on its opposition to selection of Southern. For, in 
the absence of Southern estimates of revenues and expenses, proposed schedules 
or other evidence in support of Tennessee local service by Southern, Southeast 
has been effectively deprived of the opportunity to analyze the merits of Tennes- 
see local service by Southern or to argue the reasons why it believes that such 
service would be economically infeasible or otherwise unsuited to the needs of the 
people of Tennessee. 

Second, the consequences of duplicating the services of a nonsubsidized, intra- 
state carrier with a federally subsidized local service carrier, even an unwilling 
one such as Southern, are disturbing. On the one hand, Southern may divert 
enough traffic from Southeast to cause that carrier to suspend its operations. On 
the other hand, because of the obvious preference of Tennessee residents for 
Southeast’s service and because of its superior equipment, Southeast may suc- 
cessfully continue operations over the more populous cities of its present route, 
with consequent large increase in Southern’s subsidy costs. Even assuming that 
Southeast could not permanently survive the U.S. subsidized competition, de- 
struction of the private investment in Southeast will only be accomplished at 
high cost in Federal subsidy. Neither alternative is in the least satisfactory. 

I conclude that this Board should grant Southeast a 3-year certificate to pro- 
vide complete local service in Tennessee except for those points in west Tennes- 
see as to which the Ashbacker principle requires contemporaneous consideration 
of Lake Central’s application with that of Southeast. As to west Tennessee 
local service, however, and because of the Board's disposition of applications 
for service in that area, I would recommend a different solution. The Board 
has deferred decision on service to west Tennessee until it can give contempo- 
raneous consideration to other applications consolidated in the Piedmont local 
service area investigation, docket No. 5713 et al. Since both the examiner and 
the Board, in their respective opinions, have recognized the thinness of the 
traffic potential in west Tennessee, as contrasted with other Tennessee areas, 
and since Southeast has long served west Tennessee and may continue to do so, 
despite the majority decision here, I would certificate Southeast, with right to 
subsidy, to continue to provide west Tennessee local service until 60 days sub- 
sequent to final decision on that issue in the Piedmont case or other proceeding in 





? Transcript, pp. 2519, 2520. 

* Letter accompanying supplemental exhibit SOU-D. 

*It is not clear whether comparative or contemporaneous consideration of other applica- 
tions is contemplated by the majority. I note that in an earlier stage of this proceeding 
the Board, in discussing the possibilities that an award of west Tennessee authority might 
preclude the grant of a similar Lake Central application, stated: “Should the record lead 
to such conclusion, the Board would not make the award without affording Lake Central 
@ comparative hearing on its application.” [Italic supplied.] (Order No. F-11821, Sept. 


26, 1957.) Compare the majority opinion, at pp. 18 and 31, which speaks of comparative 
consideration and contemporaneous consideration, respectively. 
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which the right to provide the local service is finally resolved." Since service 
to these cities will in any event require subsidy, Southeast, like any other loca] 
service carrier, is entitled to be reimbursed for losses sustained in providing 
interim public service and Tennessee, like any other State, is entitled to the 
benefit of that service. 

In passing, I note that the Board in deferring decision on the applications 
of Southern, Piedmont and Trans-Texas for route authority in western Ten- 
nessee, failed to similarly defer action on Southeast’s application for west Ten- 
nessee authority. The omission can only be an oversight which, I assume, will 
be soon and suitably corrected. 


G. JoserpH MINETTI. 
DECEMBER 30, 1959. 


YARDSTICK FOR MEASURING SUBSIDY 


Mr. Tromwas. This year’s request for subsidy is $68,984,000. What 
is the yardstick you used? We went into the question of the yardstick 
and your findings on your earned mail pay for carrying. What is 
your yardstic . on measuring your subsidy for these feeder lines? 

Mr. Durrer. The yardstick described by the Congress is the yard- 
stick of Sadho convenience and necessity. 

Mr. Tuomas. What. is your measure in dealing with the vardstick? 

Mr. Durrer. I think the Board gets down to specifics in local serv- 
ice. The measure which the Board has applied relates to the points, 
both in the consideration of the permanent certification of the local 
service carriers and the application of the use it or lose it principle of 
the Board, beginning with the Seven States Area case. I think the 
yardstick is minimum requirements, required by the use it or lose it 
policy, which as I understand it are five passengers per day per point. 

Mr. Tuomas. How do you arrive at the number of dollars in the 
form of subsidy you are going to give X Airline? 

Mr. Durrer. Mr. Roth or Mr. Mulligan can give you the specifics. 

Mr. Tuomas. Right quick, Mr. Roth. 

Mr. Durrer. I would say it is arrived at by determining that the 
Board requires that we find the need of the carrier. In determining 
the need of the carrier I would say- 

Mr. THomas. You have already found that the need exists. You 
have already certified and given him a certificate. He comes in here 
and asks vou for X number of dollars. How do you arrive at whether 
he needs X or minus X or two X dollars? 

Mr. Durrer. We find out first what his operating costs are. We 
find out what his total revenues are. The difference between his oper- 
ating costs and his total revenue is what. we would call the break-even 
factor. That is just to break even. To this we add an amount to 
provide the rate of return on the net investment which the Board has 
formerly decided on, which up to now has been 8 percent. 

There is presently in process before the Board, and an oral argument 
was heard this week, I believe, on a rate of return for local service 
carriers in which the examiner has recommended 91/ 6 percent. This 
is the broad brush—revenue, internal operating costs, deduct the reve- 


5 While, as the Board notes. hearings on the expedited portion of the Piedmont case 
have been completed and briefs have been filed with the examiner, the matter may not 
quickly be resolved. Southeast, for example, is not an applicant in the Piedmont case, 
presumably because it believed that all Tennessee local service issues would be resolved in 
this proceeding (see order No. E—-11519, July 2, 1957). Accordingly, however quickly the 
examiner arrives at a decision in the Piedmont case, the Board must at the very least 
review the record in both proceedings in arriving at its final decision. As yet the record 
in this proceeding has not been consolidated into the Piedmont case. 
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nue from the total operating costs and that is your break-even need. 
That difference makes subsidy, plus the rate of return on the invest- 
ment. 

Mr. Tuomas. Are you figuring on raising that? His profit will 
go from 8 percent to 91% percent on a ouaranteed proposition ¢ 

Mr. Durrer. This is the examiner’s recommended decision. 


COSTS DISALLOWED IN’ DETERMINING SUBSIDY 


Mr. Tuomas. How much attention do you give in the way of audit 
to his operating costs ¢ 

Mr. Durrrr. I would say if there is any complaint from these car- 
riers it is that too much attention is being given. 

Mr. Tuomas. What are the elements that you pay particular atten- 
tion to in his operating costs? Do you look at his salaries? 

Mr. Durresr. I suppose I could attempt that but I think this commit- 
tee is entitled to the best expertise on that that we can give you. I am 

not the best. I would ask Mr. Roth, who is in charge of the Rates 
Division to give you that. 

(Discussion off the record.) 

Mr. Rorn. Mr. Chairman, there are two types of cost that the Board 
will not allow as part of the recognized cost; operating costs, in de- 
termining an air carrier’s allowable subsidy. One type of cost has 
been categorized as public policy disallowances. For example, if upon 
audit we find any part of the carriers’ operating costs are involved in 
lobbying expenses, entertainment expenses, exorbitant legal fees, and 
categories of that type, such amounts are specifically disallowed. 

Likewise certain types of expenses involved in seeking routes that 
the carrier does not obtain are not allowed on the theory that they 
do not make any contribution to the operation which is to be subsi- 
dized. 

A good rule of thumb is that any cost that is not a reasonable and 
necessary cost of performing the certificated service is not recognized. 

The other general category of disallowance is on the basis of a care- 
ful comparative cost analysis of the particular air carrier’s costs with 
other comparable carriers, making allowance for any known differ- 
ences, any costs that appear to be out of line and exorbitant are not 
recognized in caleulating an air carrier’s subsidy. 

Mr. Tuomas. What is the period of amortization on his equipment, 
plane, and other items ? 

Mr. Rorn. The period of amortization varies depending on the type 
of aircraft. In general we have been following, at least the staff 
recommend as far as turbine-powered aircraft is concerned, a 10-year 
service life on both the aircraft and engines. 

I don’t believe the Board has actually decided any of the proceedings 
involving the jet aircraft as yet, but the Board will undoubtedly 
face that issue in the general passenger fare investigation. As far as 
large piston-class aircraft are concerned such as the DC-6’s, DC-7, et 
cetera, as well as the various other postwar pressurized types of air- 
craft such as the Convairs, the Board has consistently used a 7-year 
service life with approximately a 15-percent residual value. 

Mr. Tomas. What about the costs on maintenance and operation ? 
Do you permit a carrier to set up a corporation to maintain and 
repair the plane whereby he is in position to gain a double profit ? 
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Mr. Durrer. Mr. Chairman, could I interject something by gener- 
alization? In determining the need of the carrier under section 406 
of the act, the Congress says we do so by standards of honest, eco- 
nomical, and effcient man: iwement. This is the very area we are 
talking about. 

Mr. Tuomas. Those are the three magic words. This is the first 
time they have been used in this hearing. 

Mr. Durrer. Those are the three words. We determine need, not 
what the carrier says is his need, but what the Board finds is the need 
according to honest, economic, and efficient management. Mr. Roth is 
going into how the Board applies this congressional directive. 

Mr. Tuomas. How about the example I gave you on maintenance 
and repair? 

Mr. Rorn. In that case, if an air carrier set up a subsidiary to per- 
form part of its work, which might be a completely legitimate sort of 
arrangement 

Mr. Tuomas. There is nothing illegal about it excepting he makes 
two profits. 

Mr. Rorn. As part of the standard of honest, economic, and efficient 
management the Board will require that charges from one affiliate to 
another affiliate be at cost and would not allow any markup in the 
form of a profit by an affiliated company. 





AUDIT OF ACCOUNTS AND PAYMENTS TO SUBSIDIZED CARRTERS 


Mr. Tromas. How often does your auditing department examine 
the accounts of a company with reference to payments of subsidy ? 

Mr. Rorn. We have close examination of the audits with the rate 
cases so for all intents and purposes each time we have a new subsidy 
rate 

Mr. Tomas. You have already set the rates. This is an operat- 
ing affair, day-to-day business. How often do you check those op- 
erating accounts? 

Mr. Mcutuiean. Annually. They are audited annually. 

Mr. Horn. The accounts for the air carriers, all subsidized carriers, 
we attempt to audit annually. 

Mr. Tomas. How often do you pay the subsidy ? 

Mr. Meuiurican. Monthly. 

Mr. Toomas. You give them an annual audit? 

Mr. Horp. That is of their books at their office. 

Mr. Tromas. Suppose you find that vou haven’t paid them enough 
or you have paid them too much. What do you do at the end of the 
year since you hi ive already paid them ? 

Mr. Durrer. You have already gone into the question of the Pan 
American audit. We reopened the rate in 1946. We are now in the 
process of this audit to determine whether we have paid Pan Amer- 
ican too much. 

Mr. Tuomas. Your audit is not current with your payments of 
subsidy ? 

Mr. Durrer. I would say in this particular case the audits were not 
current because we have had to go down in South America and audit 
books that were down there, during the period this happened. 
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Mr. Tuomas. Is this procedure going on in the Board now? You 
ought to have your audits current “with your payments. There is no 
excuse for very much of a time lag. 

Mr. Durrre. Our audits are now current for their payments. I 
point out in this ease—— 

Mr. Tuomas. In this case what we want to know is are they cur- 
rent? If they had been current you wouldn’t have had the Pan 
American ease, would you? 

Mr. Durrer. That is where we had to get 50 more auditors to 
bring them current. We found there was a basis for investigation. 
We came before your committee and asked a money to hire auditors 
to make this investigation. 

Mr. Tuomas. You got them, too. 

Mr. Durrer. Yes, sir. 

Mr. Tromas. You didn’t ask for them until you were behind with 
that audit, though. 

Mr. Dvurrer. I think we asked for them just as soon as the Board 
was convinced as a result of a preliminary investigation by Mr. Hord’s 
shop that there was a reasonable basis to investigate this further. I 
think the Board promptly asked for an appropriation. 

Mr. Trromas. You ought to audit before you pay out the money. 
Don’t pay out the money until you audit. No business concern does 
that. 

Mr. Durrer. We are going back to 1946, to which date we reopened 
thiscase. I wasn’t there. 

Mr. Tromas. We ean all talk about that with impunity. Nobody 
here was there. What are we doing today? Are the audits cur- 
rent with the payments? There is no need of letting the horse out of 
the barn and trying to go around and shut the door. That is always 
a little extra trouble. What are we doing today? 

Mr. Durrer. I think we are current. We have a monthly audit and 
an annual audit. 

Mr. Tromas. You say you think. Is there any doubt about it? 
Are we current ? 

Mr. Durrer. Mr. Hord, are we current ? 

Mr. Horp. Mr. Chairman, we have given the subsidy carriers pri- 
oritvy in our audit program and we have attempted to audit them 
annually. 

Mr. Tuomas. The most important job vou have over there, Judge 
Hord, is to audit these books concurrently with your payment and 
stop auditing so many of those pamphlets you are getting in. Your 
most import: int job is to audit those pavments concurre ntly. 

Mr. Horn. We make a specific audit of the payments and make a 
specific certification to the carrier. 

Mr. Trromas. You add up the figures to see if they total. Tf he 
asks for three X dollars you add them up end see if there are three 
X dollars. There is more to an audit than that 

Mr. Horn. I believe the audit does protect ‘against anv reasonable 
possible overpayment. under the rates as they are established. That 
is confirmed and verified by the audit group and a certification is made 
and I think it is adequately covered. 


Mr. Tomas. You didn’t do that 4 or 5 years ago, did you, when 
the Pan American case arose ? 
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Mr. Horp. That I think isa completely different subject. 

Mr. Tuomas. Explain the difference? 

Mr. Horp. It was a matter of actually not having staff at that time 
to do the job. 

Mr. Tuomas. It wasn’t a different problem. The problem just 
wasn’t attacked. Was that it, and the reason it wasn’t attacked, you 
didn’t have the personnel ? 

Mr. Horp. That is right. 

Mr. Tuomas. How many auditors did you have in those days? You 
had 35 or 40, didn’t you? 

Mr. Horpv. We had about 25. 

Mr. Tuomas. You spent your time getting in and looking over re- 
ports three or four times a month. 

Mr. Horn. Every carrier at that time was on subsidy. We could 
not by any possible program, and we curtailed everything that we 
could possibly curtail, but it was not possible to— 

Mr. THomas. But you analyzed those reports every month, the facts 
and statistics? 

Mr. Horp. We didn’t do that either, Mr. Chairman. 

Mr. Tuomas. You got the cart before the horse. 

Mr. Evtns. Will the chairman yield ? 

Mr. Toomas. Yes, sir. 

Mr. Evins. Mr. Chairman, where is your General Counsel ? 

Mr. Stone. Here, sir. 


STATUTORY DECLARATION OF BOARD POLICY 


Mr. Evins. Will you please read into the record the appropriate 
sections of the statute of the declared policy of the CAB? The chair- 
man declared they are supposed to find need. There are other pur- 
poses, among them to promote aviation. 

Mr. Tuomas. I will read it. 

“Encouragement and development of air transportation system 
properly adapted to the present and future needs of the foreign and 
domestic commerce of the United States, of the postal service and of 
national defense.” 

Mr. Stone. That is section 102. 

Mr. Evins. Will you put the appropriate section of the declared 
policy in the act. Is there anything in the law anywhere that you 
administer that says that we are to promote the bigger to make them 
bigger and the sm: all to make them smaller? Is that anywhere in the 
section ? 

Mr. Durrer. No. The act provides that the Board is to consider 
competition to the extent necessary to accomplish the objectives of 
the act. 

Mr. Evins. Nowhere in the statute does it say you are supposed to 
make the big bigger and just to facilitate the wishes of the existing 
big airlines? 

Mr. Durrer. Mr. Chairman, Mr. Congressman, I want to assert that 
if there is any criticism in the trade press of the CAB today by the big 
air carriers, it has been that the Board has done too mue h for the 
small carriers, that there is excess competition, that load factors 
are declining because there is excessive capacity. 
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The Board has provided too much competition. Mr. Chairman, if 
there is one thing that is overwhelmingly clear on the record of this 
Board, and upon my record, it has been that I think I can go down 
my votes, perhaps not maybe as between southern and southeast and 
Tennessee, but I think I can go down my votes and establish that I 
have been criticized more often for favoring small carriers than large 
carriers. 

Mr. Evins. I understood you had. 

Mr. Durrer. This is a little difficult to say. I would say this, sir: 
that if the Board decides public convenience and necessity can be bet- 
ter served by a large carrier, the large carrier, I think the Board 
would find, was entitled to it. I can say, sir, that I have stood on the 
firingline on this before quite a few congressional investigations. One 
of the first cases I ever decided was the New York-Miami case, in 
which there were two carriers, two of the biggest carriers in the coun- 
try, National and Eastern. 

I voted for a third carrier, the small Northeast Airlines, and I 
might say that this was not an easy thing to do. 


FIRMNESS OF SUBSIDY ESTIMATES 


Mr. Tuomas. Gentlemen, two other little points, and then we will 
continue. What about the firmness of your figures here on your sub- 
sidy? Could we reduce that about $8 million and hold it to last year’s 
figure and keep ev erybody happy ‘ 

Mr. Durrer. No, sir. 

Mr. Tuomas. You haven’t audited the books, Mr. Chairman. How 
do you know ¢ 

Mr. Durrer. I have gone over these figures and the Board has gone 
over these figures. 

While we are on this 

Mr. Tuomas. Friend Hord hasn’t gotten around to auditing them 
yet. 

Mr. Durrer. On subsidy, I would merely say this: that when we 
project subsidy for a fiscal year, this is an estimate. 

Mr. Tuomas. It is a good, fair, honest, best guess, and that is about 
all we can expect of you ? 

Mr. Durrere. I would say further in the hearings before the Sen- 
ate committee last year when we appeared before a new committee, 
Senator Holland was the only one I appeared before previously and 
some question was raised as to the accuracy of the Board’s estimates, 
“How could you do this,” and I think Senator Holland said, and I 
hope the chairman of the House committee will agree with him, that 
the Board’s estimates in this area have been unusually accurate. I 
would say our estimate conforms to our record. 

Mr. Tromas. I think that is a fair estimate. When you go to deal- 
ing with $75 or $100 million, I think your estimate has been fairly 
good. Do you think you can reduce them $8 million? 

Mr. Durree. No, sir. We can reduce it $20 million if you want 
to cut out $20 million worth of service. 

Mr. Tuomas. We reduced it $4 million last year and you did a fine 
job. As long as we don’t miss by over $4 or $5 million, we don’t. have 
any argument with you. 








664 





DISPUTE WITHIN THE PILOT’S ORGANIZATION FOR THE CONSOLIDATED DELTA 
AIRLINES 


One other question and you be the judge whether this goes on the 
record or not. Give us a little background of the dispute’ within the 
pilots’ organization for the Consolidated Delta Airlines. Do you 
know what I am talking about ? 

Mr. Durrer. Mr. Stone? 

Mr. Srone. I can help you on that. 

Mr. Tuomas. Should it be on the record or off the record, Mr, 
Stone? 

Mr. Sronr. There isn’t any reason why it should not be on the 
rec ord. 

Mr. Tuomas. What is the basis of the argument? What are the 
rights of the parties, et cetera? Has the Board taken jurisdiction 
of it? 

Mr. Sronr. The Board has decided that it will not disturb the 
seniority list that was approved and agreed upon by the parties. If 
I might go back, at the time Delta and Chicago and Southern merged 
and the Board approved that merger under authority of section 408 
of the act, the Board imposed certain labor conditions and ine luded 
in those conditions was one that the seniority lists of the two carriers 
should be integrated and reached by agreement. The representatives 
of the carriers and employees of both carriers agreed upon an inte- 
erated seniority list and that list was submitted to Delta Airlines 
which ap yproved the seniority list. 

Some time after that some of the pilots—— 

Mr. Tuomas. Judge, how many pilots were involved in both sides 
of the controversy? What is the total number? 

Mr. Stone. I just couldn’t tell you. 

Mr. Tuomas. You will straighten that figure out in the record ? 

Mr. Srone. Yes, sir. 

(The information referred to follows :) 

The latest seniority list provided the Board, dated July 1, 1958, contains the 
names of 449 pilots who were hired prior to the merger. We do not have what 
the Board feels is an authentic list of the pilots who are presently opposed to the 
integrated seniority list that was approved by Delta and the representatives of 
both groups of pilots. 

Mr. THomas. There might be as many as 700 or 800, evenly divided? 

Mr. Srone. I couldn’t give you the number. 

Mr. Tuomas. Two hundred ? 

Mr. Stone. I don’t think there were that many. 

Mr. THomas. What was the total number involved, a thousand ? 

Mr. Stone. I don’t know what the total pilot number was for the 
two airlines in 1953. 

Mr. THomas. What was the Board’s reason for failing to take juris- 
diction of the controversy / 

Mr. Srone. We took jurisdiction in the sense that the Board ap- 
proved the merger under 408 of the act, and the Board imposed cer- 
tain labor protective conditions in the order of approval. In that 
order we simply stated that the parties should agree upon an inte- 
grated seniority list on a fair and reasonable basis. 

Mr. Tuomas. Here are 200 pilots who say they didn’t agree and it 
wasn’t fair. 





pe 


th 
ha 
th 


m 


la 


Ww 
th 
an 








665 


Mr. Srone. Mr. Chairman, the representatives of the pilots of 
both carriers did agree on this integrated seniority list and it was 
submitted to the Delta Airlines and the company approved it. This 
was all done under the Railway Labor Act. 

Some time later some of the pilots—I couldn’t tell you how many— 
said they didn’t agree with the agreement that had been reached by 
the representatives of the pilots of both carriers, both Delta and Chi- 
cago and Southern. 

Mr. Tuomas. What is the Board’s reason for failing to take juris- 
diction now of the latest complaint ? 

Mr. Stone. A complaint was filed by the pilots who did not approve 
of the agreement that. had been reached by the representatives of the 
two pilot groups. The Board felt that on the basis of the information 
available to it that it was not necessary to hold a hearing, that it had 
the legal power to hold a hearing or not to hold a hearing, that it was 
within the Board’s discretion and that it did not feel that it should 
inject. itself into the mechanism, shall we say, of settlement of labor- 
management matters that had been settled under procedures provided 
by the Railway Labor Act. 

Mr. Tuomas. How long had the agreement been in effect before the 
petition was filed ? 

Mr. Srone. It had been in effect for 7 years. We also find recently 
that some of the pilots who supposedly were opposed to the agreement 
have written to us. In at least two cases they have written and said 
that and their names should be stricken from the list of complainants. 

Mr. Tuomas. In other words, the Board figured after the agree- 
ment had been consummated for 7 years that it might have been a little 
late to reopen it ? 

Mr. Srone. That is right. Agreement was reached in accordance 
with the procedures established by the Railway Labor Act and with 
the Board’s policy not to inject itself into that field unless there was 
an element of skulduggery or absolute bad faith involved. 

Mr. Tromas. There was no bad faith found ? 

Mr. Stone. There was no bad faith found. 

Mr. THomas. Mr. Rhodes? 


WILLIAMSPORT ACCIDENT 


Mr. Ruopes. Mr. Bakke, referring to the accident at Williamsport, 
how high was the ceiling at the time that this crash occurred ? 

Mr. Baxxe. I believe at the time of the accident it was reported as 
an obscuration ceiling of 1,000 feet. I can check that to be sure. 
The Williamsport 0954 weather observation was given to flight 371 as 
being: 1,000-foot scattered, precipitation obscuration 2,000 feet, visi- 
bility 14% miles in light snow, wind west at 4 knots, altimeter setting 
30.26 inches. 

Mr. Ruoprs. Was the runway lighted at Williamsport? Do they 
have runway lights? 

Mr. Baxke. I believe they have runway lights, but it was daylight. 
The lights were not lighted at the time of the accident. 

Mr. Ruopes. Was the clearance for this air plane to fly to Williams- 
port properly given ? 

Mr. Bakke. Yes, sir. I believe it was. I don’t recall that we 
found any cause for concern as far as the clearance. 
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Mr. Ruopes. If this was daylight, then of course the landing lights 
of the aircraft would not have been on. 
Mr. Baxxe. That is right, sir. 


CHARLOTTESVILLE ACCIDENT 


Mr. Ruopes. What about the one at Charlottesville? That was a 
nighttime accident, was it not ? 

Mr. Baxxe. That was at night. 

Mr. Ruopes. As I understand your testimony the airplane was 11 
miles off course, but apparently did a procedure turn onto what would 
have been a final approach to the field if he had been on course. Is 
that about right ? 

Mr. Bakke. Yes, sir. The general track over the ground was 
similar in appearance to an ADF approach procedure, but it was dis- 
placed by 11 miles. 

Mr. Ruopes. Did he have his landing lights on ? 

Mr. Baxxe. No, sir. We have no evidence that he had the landing 
lights on at any time. He did not have them on at the time of the 
impact. 

Mr. Ruopes. Are there runway lights at Charlottesville ? 

Mr. Baxxe. I am relying on recollection now. I believe there are. 
It is important to note, however, that he was never within visual 
range of Charlottesville to our knowledge. 

Mr. Ruopes. That is the thing that is so mystifying about all this. 
He wasn’t within visual range, yet he did a procedure turn. It was a 
VFR condition, was it not? 

Mr. Baxke. Not at Charlottesville. He was on instruments almost 
continuously until the time of impact or shortly before. When I say 
“on instruments,” I mean in clouds. 

Mr. Ruopes. That could explain the procedure he took. 


DEVELOPMENT OF NEW CARGO PLANE AND SUPERSONIC ATRLINER 


Mr. Chairman, in your testimony on pages 8 and 9 you mention the 
development of a new cargo plane and a supersonic airliner. 

First, what function does the Board have as regards developing new 
aircraft, and second, which one of the departments set forth in your 
organization chart handles that type of work? 

Mr. Durrer. Under the policy directive of Congress to encourage 
and develop a system of transportation adequate and adapted to the 
needs which the chairman has already quoted, the Board does actively 
participate in efforts to encourage as a part of this system of transpor- 
tation types of aircraft more adequate than those presently existing. 

Within that area, the Bureau of Air Operations, the Bureau of 
Safety, and the Office of Carrier Accounts and Statistics are involved. 
I would say this is pretty much an across-the-board activity. I 
would say the principal thrust in this area occurs as we consider, for 
example, the question of large new turboprop air cargo aircraft, which 
is a responsibility the Board has undertaken itself in appearances 
before committees of Congress with reference to guaranteed loan 
legislation now pending for air cargo aircraft. 

I think the Board has felt this promotional responsibility since 
the fall of 1956, when it appeared that the Boeing 707 prototype was 
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approaching the production level and that air carriers were seriously 
considering signing contracts. The entire Board spent several days 
along with its staff—the staff in practically every area of operation. 
We went to Seattle and spent a day at Seattle studying and being 
briefed on the safety and economic operating characteristics of the 
707. We flew the 707 in the fall of 1956 to Los Angeles. We there 
conferred for a day with the officials of Douglas, who had a mockup of 
the DC-8 at that time. We then went over to Lockheed and went 
over with them their plans for the 880 and the 660. We then went 
down to San Diego and spent a day with the people there on a study 
of the new Convair. 

Perhaps because at that time the Board was concerned about the 
safety and economic impact of this new type of aircraft, we went 
into it extensively. I do not recall any time that the Board has 
embarked on such an ambitious and widespread trip at any one time. 
I would say this is an area with which we attempt to keep in con- 
stant touch. 

Mr. Ruopes. I gather, then, this is a sort of function you do off 
the cuff, and you cannot say there is any one division or any series of 
divisions, other than those you named, in your shop which are occu- 
pied with this type of activity. 

Mr. Durrre. Let us take, for example, the local service carriers. 
One of the first new types of aircraft which was introduced into lo- 
cal service was the Fairchild F-27. The Board had conferences with 
the manufacturer of this airplane. We went over to Hagerstown. 
We fiew the aircraft. In these conferences we went extensively into 
the economics of operation of this aircraft as it would affect the in- 
dustry. So when our carriers came to the selection of an‘aircraft, 
which of course is primarily a prerogative of managerial discre- 
tion and we do not say “buy this aircraft” or “buy that aircraft,” 
I think they were well aware, however, if they bought the wrong 
airplane and the Board decided this was not efficient, economic, and 
honest operation, they might be in trouble. 

The Board has dealt extensively with the problem, and I think in 
dealing with it we have been concerned with the economics of the 
operation of new aircraft, its impact upon the industry, upon service 
to the public, and the safety of this type of aircraft. I would say 
we have done a pretty thorough job in this direction. 

(Off the record.) 

Mr. Ruopes. In your statement on page 8 and page 9 it appears 
that you are trying to justify a request for increased funds on the 
basis that you are in the business of developing airplanes. I refer 
you to line 5 on page 9, which says: “To meet the faster development 
in this field by oth Britain and Russia which may well affect not 
only our air transportation industry but our aviation manufacturing 
industry as well.” That refers to work which we have just initiated 
on the development of the supersonic transport. 

I had understood Lockheed was in the middle of developing the 
supersonic transport and had been for some time. What do you have 
to do with it? 

Mr. Durrer. First, before we get into the supersonic question—— 

Mr. Ruopes. I would like you to answer my question, if you will. 
What do you have to do with the development of that supersonic 
transport ? 
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Mr. Durrer. I think we have a study underway and I think we 
have had conferences as to this development. We have had confer- 
ences with Lockheed. 

Mr. Ruoprs. The point is, is there any reason, because Lockheed is 
developing this supersonic transport, that you need more money in 
fiscal year 1961? That is the nub of the whole question. 

Mr. Durree. I think Congress has listed areas to which the Board 
must give increasing concern and increasing participation. This is 
an area in which we are looking pretty far ahead. Hach year, as we 
move closer and closer to our objectives, when we go bey ond the mere 
conference with Lockheed, as this thing develops, I think we will have 
to spend more and more time. 

I do not think we have attempted to pinpoint the development of 
this budget to _ specific item, as to the development of the super- 
sonic aircraft. I do think it is incumbent upon the Board to watch 
this and to spend time on it. This is a new area of activity. 

Mr. Ruopes. I guess that is the best answer I am going to get. 

Mr. Durrer. That is about the best one I can give you. Does any- 
one on the staff care to add to that ? 

Mr. Mutuiean. I can give an answer to the question you asked, and 
the answer is “No.” 

RETURN ON CAPITAL 


Mr. Ruopes. Thank you very much. That is all I wanted to know. 

Mr. Roth, I would like to ask one question on subsidy payments. 
The chairman mentioned that there was an 8-percent return on capital 
figured in. What do you defiine as capital for this purpose? 

Mr. Roru. It is the capital used and useful in the conduct of the 
operation for which we are fixing the subsidy rate. Specifically, that 
would be the original cost of the various physical properties less the 
recorded and allowed depreciation on those properties plus the neces- 

sary working capital required to finance the day-to-day operation. 

Mr. Ruopes. Is it equity capital or borrowed ‘apital 2 

Mr. Rorn. It is a combination of the two, sir. The two, the equity 
and the long-term debt, would be recognized to the extent that they 
are devoted to the used and useful assets devoted to the operation. 

Mr. Ruopes. If an airline borrows $2 million to buy aircraft, in 
figuring their subsidy you figure depreciation on that aircraft; is that 
right / 

Mr. Rorn. Yes, sir. 

Mr. Ropes. You also give them a net return on the borrowed 
capital; is that right ? 

Mr. Rorn. Yes, sir. 

Mr. Ruoves. Is that not sort of paying them twice ? 

Mr. Roru. No, sir. What would actually hap ypen, sir, if the air 
carrier borrowed the capital, as many of them have, in going through 
a period of expansion in which from year to year they acquire : addi- 
tional aircraft, they would pay off their debt largely through the 
depreciation accruals. From 1 year to the next the chances are they 
would have a declining investment base, but the depreciation would 
be a legitimate part of their annual operating expense for the pur- 
poses of figuring the subsidy, not necessarily in the same amounts but 
on the same theory as internal revenue would recognize depreciation 
as a legitimate and necessary expense of conducting their business, 
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Mr. Ruopes. But the Internal Revenue does not give you any re- 
turn on your capital unless you are smart enough to keep a little of 
what you make. 

I realize what you mean. Of course, theoretically when you have 
depreci iated an aircraft, the aircraft is no good any longer, but you have 
substituted for the aircraft enough cash 1 to buy ‘another aircraft. 

Mr. Rornu. That is correct. 

Mr. Ruopes. So your point, I presume, is that you have to allow 
enough depreciation so that event will occur at the proper time, at 
least on paper. 

Mr. Roru. That is true. 

Mr. Ruopes. On top of that, you are giving a net return of 914 per- 
cent, Which certainly must be more than ‘the amount of interest carriers 
pay on their long-term debt. 

Mr. Rorn. The interest averages roughly 514 percent right now 
for the small carriers. 

Mr. Ruopes. Actually what they get, assuming the aircraft lasts for 
5 years and they depreciate it 20 percent a year—I do not know 
whether these are good figures or not, but I will use them for the 
sake of a case—at the end of that time they have had returned the 
entire cost of the aireraft and, in addition to that, they have been 
paid 914 percent on borowed capital for the same 5 years. During 
that en die »y have paid out 5 percent, which is a net gain on bor rowed 
capital of some 41% percent, which to me is a fine way to do business. 
I would like to be able to borrow money at 5 percent and get somebody 
to guarantee me a 914 percent return on it. 

Mr. Rorn. is: if I may relate it to the broad statutory standard 
for the determination of subsidy which is in section 406(b) of the Fed- 
eral Aviation Act, the act talks about the Board’s establishing as sub- 
sidy rates amounts necessary to meet the need of each air carrier under 
honest, economic, and efficient management. The Board over the last 
22 years has construed that broad standard to mean the amount not 
only required to make up any operating losses under efficient manage- 
ment but, in addition, the amount required, to the best of the Board’s 
ability to determine that amount, to maintain its credit position and 
to acquire the additional capital required to perform the service with 
the most efficient, modern aircraft, all of which is in keeping with the 
declaration of policy in section 102 of the act, which requires the Board 
to bear in mind as being in the public interest the promotion, encour- 
agement, and deve ‘lopment of civil aviation, and the encouragement and 
development of an air transportation system properly ad: apted to the 
present and future needs of the commerce of the United States, the 
postal service, and the national defense. The whole theory is to have 
these carriers that are efficiently sens earn sufficient profit so that 
through their own resources they can go out and finance the most 
modern aircraft without any Pea ray Government aid. 

The one area where the Board, the industry, and the Congress all 
felt that this program failed for various reasons to ac complish that 
particular objective was in the case of local service airlines, where 
collectively we all reached the conclusion about 3 years ago that it 


would take a Government guarantee over and above the subsidy in 


order to enable them to realize the tremendous capital expansion in- 
volved in going from fully depreciated DC-3's, which involved : 
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shoestring investment, to investment in aircraft involving fairly close 
to a million dollars apiece. 

Mr. Ruopes. How many of these 33 local carriers are paying 
dividends ? 

Mr. Ror. My impression is that only one carrier has paid a divi- 
dend in the last several years. 

Mr. Ruopes. I think what you just told me is that in order to carry 
out the will of Congress to support and encourage these airlines, you 
fee] it is necessary to give some return on borrowed capital over and 
above interest paid in order to accomplish the result intended by 
Congress. You probably could have done it some other way. You 
probably could have provided for a flat fee, or something of that 
nature. Have you not done this as an attempt to reduce all of this to 
a formula? 

Mr. Rorn. Sir, I believe, first, the Board now has pending before 
it two formal proceedings which are past the oral argument stage, 
one involving subsidy and the other involving taxes payable without 
a subsidy. Only yesterday the Board heard oral argument in its 
local service rate of return investigation in which the issue of fair 
rate of return for the local industry is sharply drawn. There are 
very wide, honest differences of opinion among the various carriers, 
the Board staff, and the examiner. 

Then in the general passenger fare investigation, you once again 
find at issue the question of what is a fair return on investment or 
what other factors should the Board consider in determining what is 
a fair margin of profit in determining domestic passenger fares. 

I believe that within the next month or the next several months the 
Board will be going directly to the heart of the question you very 
properly put as to how you justify one level of profit as opposed to 
another. 

As a practical matter, in my opinion, the basis on which the 
Board has approached this problem in subsidy cases in the past is 
the more or less orthodox approach as to the rate of return on capital, 
comparable to that of the Federal Power Commission, the Federal 
Communications Commission, and the bulk of the State public service 
commissions. 

Mr. Ruopes. There again, the commissions you mention do not pay 
asubsidy. You do. 

Mr. Rorn. That is correct. 

Mr. Ruopes. That is the big difference between your operation and 
their operation. 

Mr. Rorn. Yes. 

Mr. Ruopes. I shall be very much interested to see what the Board 
comes up with on this, because it occurs to me that there would be a 
tremendous windfall here in starting an airline with $100,000 and 
then immediately borrowing $2 million. 

Mr. Tuomas. You are stretching the statute when you pay out any- 
thing over and above the return for the rate of interest he pays. He 
is supposed to have something when he goes into the business, a little 
working capital, or else why ‘did they give him a certificate? 

Mr. Ruopes. Of course, the point I have been trying to make, Mr. 
Chairman, if we have to subsidize these people to keep them in busi- 
ness, so be it, but I do not think it is a good idea to call the subsidy a 
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return on borrowed capital, because to me that is just subsidizing 
borrowing. I would rather the carrier would go out and raise some 
equity capital. 

Mr. Tuomas. Much less give them 3 percent profit on the terest 
they pay. The more they owe, the more money they make. 

(Off the record.) 

Mr. Dvurrer. I think one of the problems, Congressman, is this ques- 
tion of rate of return. Unless we abandon this formula, which is the 
traditional formula, one of the problems involved is not only the ques- 
tion of debt capital, but equity capital. If these carriers are ever to 
attract, equity capital they must have a rate of return which will 
attract equity capital as well as pay debt interest. 

Mr. Ruopes. I could not agree with you more. If you based this 
on a return on equity capital, we would have no argument. 

Mr. Durrer. That isa part of it. 

Mr. Ruopes. That isthe argument. 

Mr. THomas. You require a company to have some working capital 
when you give a certificate to put him in business. Then you guar- 
antee his operation and then 8 percent on top of that. I am in the 
wrong business. 

Mr. Durree. I can tell you this much, Mr. Chairman. You can buy 
stock in any one of these local service carriers very cheap right now. 


NUMBER OF CARRIERS SUBSIDIZED IN ALASKA 


Mr. Riropes. I would like to go now, if I may, Mr. Chairman, to the 
Alaska situation. You have a pretty good sized subsidy up there. I 
notice in looking over the list of companies you have an awful lot of 
companies involved. Do you have any feeling that perh: Ups one reason 
the subsidy is so high is that you have too many companies operating 
up there? In other words, is there a reasonable chance that through 
consolidation they could do the job and do it a little bit cheaper? 

Mr. THomas. $8 million. 

Mr. Durrer. The Board is confronted with this dilemma between 
competition. I would say with judicious merger, if the Board had 
the power to compel merger, the job might be done cheaper, yes, sir. 
We haven’t the power to compel mergers. 

Mr. Ruopes. I recognize you do not have the power to compel merg- 
ers, and I do not think any unit of the Government should have the 
power to compel it. Perhaps through some ty pe of leadership which 
[cannot define and maybe you cannot, it might just be possible. The 
question occurred to me that this might be one reason for the high 
subsidy. I do not know whether that is right or whether it is wrong. 
I will just pass it along to you for wh: atever it is worth and for what- 
ever you might be able to do about it. 

Mr. Durrer. I think the greatest difficulty the Board has had with 
mergers is when you get two airlines to merge, obviously the more 
successful airline should absorb the less successful airline, and the 
less successful airline does not want to merge until it is in the black 
and has something good to sell. That is particularly true of a sub- 
sidized carrier. 

51632—60———438 





672 


NEW. YORK AIRWAYS’ DECREASE IN NUMBER OF MILES FLOWN 





Mr. Ruoprs. Now I should like to ask a question on the New York 
Airways. Comparing that with Los Angeles Airways and Chice ago 
Helicopter Airways, New York has not done quite so well. For in- 
stance, in 1958 it had a rather amazing decrease in the number of 
miles flown. They had a small increase in 1959, but not up to the 
1957 level. All of the others have had pretty much a uniform in- 

rease. Is there any reason for that? I just wondered if there was 
any reason for the decrease between 1957 and 1958 in the first item, 
revenue miles flown. 

Mr. Durrer. Between 1957 and 1958 there was a decrease, that is 
correct, sir. 

Mr. Roth, what is the reason for the decreased revenue miles 
flown by New York Airways between 1957 and 1958 ? 

Mr. Roru. I am trying to recall now the date when the carriers 
converted to larger helicopters. With the changing size of the equip- 
ment, of either the helicopter or fixed-wing airplane, you must look 
at more than just the revenue ut ine miles flown to get a measure of 
the size of the operation. Around the middle of 1959 the carrier 
converted to VERTOL-4 aircraft with approximately 15 seats, 

Mr. Ruopes. Look at the operating break-even need in the last 
item, between 1957 and 1958 the operating break-even need went u 
from 393.37 cents to 494.73 cents. It did show a little bit of a drop 
down to 488.53 cents this year. It looks to me as if there might be 
something wrong with this operation. I would not have any busi- 
ness to be concerned about it, except that we pay a fairly good-sized 
subsidy to it. 

Mr. Roru. I believe first the cutback in the number of miles be- 
tween 1957 and 1958 is partially tied in with the Board’s concern 
that each mile which was being flown was too much, and it felt that 
a subtraction was in order until such point as more economical heli- 
copters were available. In 1959, with the assistance of guaranteed 
loans, the carrier converted to VERTOL—44 equipment, and this past 
week they have announced plans to acquire about a year and a half 
from now turbine power, the VERTOL-107 aircraft, which will ac- 
commodate about 25 passengers and which they hope will be far more 
economical than their present equipment. 

In the meantime, you will note that notwithstanding the drop in 
mileage since 1957, the number of passengers carried has almost. dou- 
bled, the number of passenger-miles has just about doubled, the 
passenger load factor has improved, and the amount of passenger 
revenue has gone up, but along with it the combination of inflationary 
costs together r with the changeover of the operation to the new equip- 
ment has actually resulted in a higher break-even need. 

Mr. Ruoprs. Thank you very much. 


CLAIMS FOR SUBSIDY BY HAWAIIAN CARRIERS 


Just one more question. T notice on page 94, under “General, 
line 4, it says, “or the possible subsidy needs of the two fa eaien 
carriers.” The two Hawaiian carriers are now off subsidy. Are you 
contemplating the possibility that they may have to go back on? 
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Mr. Roru. We have pending claims for subsidy by the two Ha- 
waiian carriers. These carriers are on so-called open subsidy rates 
for approximately a year or more. Each one of the carriers is claim- 
ing some hundreds of thousands of dollars per annum for subsidy, 
and the reason the Board has made no provision whatever for it in the 
budget is the very fact that (a) they have not received any subsidy 
for this period, but have a temporary rate without subsidy and (bd) 
we are far from certain that they will get subsidy. On the other 
hand, this is a very real contingent lability. 

Mr. Tuomas. That isthe answer, a contingent liability. 

Mr. Ruoves. Is it shown over here in this other table regarding 
possible obligations for the future ? 

Mr. Rorn. No, sir, it is not shown. This is one of those areas where, 
if we have erred, we have erred by being much too conservative. We 
cannot get below zero, which is what we have estimated. Any error 
will mean we just have to come back next year with a request for 
additional funds to make up for the failure to estimate for these 
carriers. 

Mr. Tuomas. It is not a final figure, but a contingent figure. 

Mr. Rorn. The liability would be contingent. We hope it will not 
materialize, but the carriers seem to feel strongly that they require a 
subsidy. 

Mr. Ruopes. That is all, Mr. Chairman. 

Mr. Tuomas. Gentlemen, it is always nice to see all of you... We 
have enjoyed having you over here. We hope that you enjoyed com- 
ing over. 


Monpbay, Fepsrvary 1, 1960. 
CIVIL SERVICE COMMISSION 
WITNESSES 


ROGER W. JONES, CHAIRMAN 

BARBARA GUNDERSON, COMMISSIONER 

FREDERICK J. LAWTON, COMMISSIONER 

WARREN B. IRONS, EXECUTIVE DIRECTOR 

ANDREW E. RUDDOCK, DIRECTOR, BUREAU OF RETIREMENT AND 
INSURANCE 

MARY V. WENZEL, EXECUTIVE ASSISTANT TO COMMISSIONER 

DAVID F. WILLIAMS, DIRECTOR, BUREAU OF MANAGEMENT 
SERVICES 

W. B. UHLENHOP, CHIEF, BUDGET AND FINANCE DIVISION 

J. A. HAMILL, CHIEF, BUDGET SECTION 


Mr. Tuomas. Well, it looks like we have a quorum. 

It is certainly nice to have with us again, you distinguished ladies 
and gentlemen. 

I believe this is the first time we have had the pleasure of having 
with us our able, genial, distinguished Chairman of Civil Service 
Commission, Mr. Jones; Mrs, Gunderson, a young lady but. almost an 
oldtimer as far as the crowd here is concerned. It is always nice to 
have with us our old friend of many years, Fred Lawton 
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Greetings, Mr. Director. I think through the years Mr. Irons has 
worn out four chairs in here; has he not ¢ 

Mr. Irons. Perspired through most of them, Mr. Chairman. 

Mr. Tuomas. We are pleased to have you with us. 

We are pleased to have with us Mr. Ruddock, Director, Bureau of 
Retirement and Insurance, and we are particularly delighted to have 
Mrs. Mary V. Wenzel, the new Executive Assistant to ‘the Commis- 
sioners. 

I want to congratulate Mr. Irons and the Commission for their 
good judgment in promoting that young lady. I think she is emi- 
nently qualified for the new job and my guess is she will execute the 
duties encumbent upon her with great honor and distinction. You 
come back to see us more often. 

Mrs. Wenzev. Thank you, Mr. Chairman. 

Mr. Tuomas. Mr. Williams, Director, Bureau of Management Serv- 
ices; Mr. W. B. Uhlenhop, Chief, Budget and Finance Divi ision; and 
Mr. J. A. Hamill, Chief, Budget Section. 

Does anybody have a statement for us, Mr. Chairman ? 

Mr. Jones. I have a statement, Mr. Chairman, which I will proceed 
with if I may. 

Mr. Tuomas. Go ahead. 


GENERAL STATEMENT 


Mr. Jones. This is my first appearance before your subcommittee, 
Mr. Chairman, and I assure you it is a pleasure for me personally and 
my colleagues to be here and meet with you today. 

“Mr. Chairman and members of the committee, we appreciate the op- 
portunity to discuss the program goals and financial requirements of 
the Civil Service Commission. Commissioners Gunderson and Law- 
ton are here with me today. With the committee’s permission any 
statement they may care to make will follow mine. All of us, and the 
staff members present, will be available for questioning. 

During my first year as Chairman of the Commission I have tried 
to familiarize myself with the responsibiliti ies, goals, and problems of 
the Commission in a way that I had not previously had an opportunity 

to do. In this effort I have had the unstinting cooperation of my 
colleagues and the fullest support of a remarkably able staff headed 
by our executive director, Warren B. Irons. I have visited several 
of our regional offices and have talked with many agency officials con- 
cerning personnel management. I have also been privileged to ac- 
company a representative of the President’s adviser on personnel man- 
agement and the Assistant Secretary of Defense for Manpower, Per- 
sonnel, and Reserve on an inspection of U.S. bases in the Far East 
and in Alaska and Hawaii, thus giving me an opportunity to visit 
the Commission’s branch offices in Anc -hors age and Honolulu. 

May I say parenthetically that I think both of these offices are dis- 
charging very well a considerable number of responsibilities which 
they had to assume after the enactment of the statehood laws. I have 
been impressed by what I have le: arned in all of these contacts, in- 
spections, and discussions. Federal personnel administration has 
been strengthened on many fronts in recent years by both legislative 
and administrative actions and during the past year we have con- 
tinued to reap the benefits of these actions. 
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May I at this point, Mr. Chairman, pay tribute to the career of the 
grand old man of the Commission, William C. Hull, our executive 
assistant for 43 years and a civil servant for more than 51. Mr. Hull 
died on December 24 after a lifetime of wonderful service to his Gov- 
ernment. His successor, Mrs. Mary V. Wenzel, is here today and 
has already been recognized by the Chairman. 

I wanted to have her come here today, Mr. Chairman, so you would 
know her by sight. As the subcommittee knows, the executive assist- 
ant to the Commissioners handles a large variety of matters for Mem- 
bers of Congress and I am sure they would all like to know who she is. 

A career civil servant since 1934 and a member of the District of 
Columbia bar, Mrs. Wenzel came to the Commission in 1941 to take 
charge of the Commission’s library; and for the past 6 years she 
has served as legislative control officer of the Commission. We also 
have with us today Mr. Andrew E. Ruddock, Director of our new 
Bureau of Retirement and Insurance. Mr. Ruddock has testified be- 
fore congressional committees on numerous occasions regarding re- 
tirement and insurance matters. 

I believe the Federal Government in the years since the end of 
World War II has developed a civil service with enhanced prestige 
and greater public acceptance. Recent publicity and some attitude 
studies show that the public view of the civil servant has definitely 
increased for the better. We believe we have a Federal civil service 
which is better equipped for the transition to the next administration 
whatever party may win. The career service is ready to provide the 
kind of support needed by an administration of either party. 


HEALTH BENEFITS ACT 


Probably the most significant development in Federal personnel 
administration during the past year has been the enactment of the 
new health benefits law which will provide health benefits to an esti- 
mated 1.8 million Federal employees that compare favorably with 
those provided by progressive private employers. During recent 
months the Commission has been developing the regulations and pro- 
cedures to govern the program and negotiating with carriers, em- 
ployee organizations, and other groups to provide the health benefits 
authorized. We are confident that we will be ready to put the pro- 
gram into effect next July 1 as provided by the act. 


GOALS IN PERSONNEL ADMINISTRATION 


At this point, permit me to mention a few of the goals toward which 
I believe we should be working in personnel administration. First, 
the agencies and the Commission are making valuable use of the em- 
ployee training act. The Commission’s responsibility in this area is 
to ascertain interagency training needs and develop programs to meet 
those needs. However, we must pay much more attention to the 
training of executives to meet the demands of the immediate future. 
We know that an average of 38 percent of the top career executives 
in Government. will be eligible to retire in 5 years, and 6624 percent 
in 10 years. This does not count the normal losses from death, dis- 
ability, and resignation. I believe we must train our own executives 
in advanced fields of administration and policy formulation. 
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Mr. Tuomas. If that many are going to retire, we liad better get 
that retirement fund in pretty good shape, had we not? 

Mr. Jonrs. Yes. 

We need a program that will increase the breadth of our vision, 
improve our forecasts, speed our decisions, and of course, reduce our 
paperwork. 

Second, we need to develop a rational and orderly foundation for 
civilian pay out of the hodgepodge of pay systems currently in the 
Federal service. For example, we have situations now in which 
supervisors under one pay system receive less than the pete le they 
supervise who are covered by another pay system. The Commission 
does not have jurisdiction over the whole problem, but we are ready 
to help. Currently we are cooperating with the Bureau of Labor 
Statistics and the House Committee on Post Office and Civil Service 
on surveys they are conducting. ‘These surveys and studies will de- 
velop valuable data which will require further study and evaluation 
to determine their implications for the Federal salary structure. 

Third, we need to improve the appeals system for Federal 
employees. 

Fourth, we must proceed to apply the technique of automation to 
the voluminous and complex tasks of administration to a much greater 
degree than has been reached at this time. We simply cannot keep 
public administration prompt, responsive, and efficient in a technologi- 
cal age without the aid of automation. About 200 electronic computers 
are now in use in the business and management control systems of the 
agencies. The changes in techniques and procedures due to automation 
pose some problems 1 in personnel management in terms of making nee- 
essary adjustments in staffing patterns of the agencies affected. It has 
been ‘possible to retrain many of the employees involved and to give 
them new assignments requiring different skills. 


TRENDS IN FEDERAL EMPLOYMENT 


The total Federal civilian employment on December 31, 1959, was 

2,379,994 exclusive of post office holiday temporary employees. The 
President’ s 1961 budget provides for an increase in employment. 
However, the Commission in estimating its budget and workload fig- 
ures, has used the more conservative employment estimate of 2,340,000 
for both the current and the budget years. Of the total employment 
86 percent of the positions are in the competitive civil service. The 
new-hire rate experienced during fiscal year 1959 was 15 percent. 
Applying this experience to fiscal year 1961, we will require 305,000 
new hires as a result of turnover in the staff engaged on the continuing 
functions of the Government. About 95 percent of the new hires will 
be made by the Commission and its boards of examiners or by re- 
instatement of qualified former Federal employees. 

Now I would like to discuss briefly the specific programs and respon- 
sibilities of the Commission and the dollar requirements to carry them 
out. as set forth in the budget document before you. 
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SALARIES AND EXPENSES 


For fiscal year 1961 our requirements are estimated at $20,030,000, 
an increase of $910,000 over the appropriation of $19,120,000 for ‘this 
fiscal year. This budget has been prepared in accordance with the 
President’s directive to include increases a whens uncontrollable 
workloads make such increases necessary. 


Activity 1.—Recruiting and examining 





1959 actual 1960 authorized 1961 estimate 
| 
| . | | : . 
Average Cost A verage Cost Average | Cost 
positions | | positions positions 
ERNE 
Central office. ...... 322 | ” o 8, 206 321 | $1,944, 800 | 321 $1, 964, 800 
Regional offices ‘ : 602 | 5, 215 560 | 3, 268, 200 544 3, 207, 200 
Motel Activity bo oincsccsseest 924 | 5, 383, 421 yes ae | 5,213,000 | 865 5, 172, 000 
| | 
' 


(Most appointments in the competitive civil service are made under the open 
competitive merit system through examinations held by the office of the Com- 
mission and its boards of examiners. ) 

The Commission’s prince ip al objective under this activity is to meet 
the employment needs of the Federal service with the best qualified 
persons available obtained through open competitive examinations 
conducted by the Commission and its boards of examiners operating 
in the agencies. The amount of examining work conducted by the 
Commission is declining while the amount required for the super- 
vision of agency boards is increasing somewhat. The funds requestea 
for this activity are $41,000 less than authorized for fiscal year 1960. 


ACTIVITY 2.—Inve arpation *. character and rapes oor employment 


1959 actual 1960 authorized 1961 estimate 
! 
Average | Cost Average Cost Average | Cost 
| positions | positions positions | 
ie niapindl ‘ lesa . oo | Rudin iiiatin ci aeuaatal 
| | | | | 
Central office asi . 259 | $1,369, 662 | 258 | $1,317,300 | 272 | $1,394,400 
Regional offices : | 304 2, 018, 996 314 1,720,700 | 336 | 1,881, 600 
Total, activity 2 ae 623 | 3,388,658 572 3, 038, 000 608 | 3, 276, 000 


(The Commission conducts the national agency checks and inquiries and the 
limited suitabilicy investigations required under Executive Order 10450 as well 
as other personal investigations in connection with appeals and the merit sys- 
tem. ‘The Commission also maintains the security investigations index and 
other confidential investigations files. ) 

Although we have effected substantial economies in our investigat- 
ing process this year through revised procedures, we will be unable 
to reduce the work on hand in this activity to the level which we feel 
is desirable. Assuming that our workload receipts for 1961 will con- 
tinue at the same level as 1960, we are requesting an increase of 
$238.000 to reduce backlogs of work. 





678 








Activity 3.—Inspections and classification audits 





1959 actual 1960 authorized 1961 estimate 
Average | Cost Average | Cost Average Cost 
positions | positions | } positions | 
; i 
I ac caccninal 91 $779, 729 91 L $783, 100 90 | $782, 400 
Regional offices__...........-__- 170° _1,307, 345 | 173 | 1, 343, 900 174 1, 361, 600 
Total, activity 3 Bae se 261 | 2,087,074 | 264 | 2,127,000 264 | 2,144,000 
' 








(The Commission inspects agency personnel operations to insure compliance 
with civil service laws and regulations and to stimulate improvement in per- 
sonnel practices. It also conducts classification reviews to insure compliance 
with classification standards. The Commission administers the incentive awards 
program and promotes interagency training programs.) 

This activity is the only general inspection service concerned with 
all areas of personnel management in the Federal service. ‘Through 
this activity the Commission assures that the delegations of its author- 
ity under the merit system are carried out effectively and evaluates 
personnel operations at all management levels in Federal agencies, 

Mr. Tuomas. While you are on that subject, what is wrong with 
strengthening your inspections and classification audits and reduce 
to a sizable figure your examination and recruitments? That is, let 
agencies under your standards do that, and then you more or less, so 
to speak, ride herd on them with your inspectors and auditors? 

Would you create a whole lot of efficiency and do the job more 
expeditiously and cut out at least 50 percent of the costs now, which 
run almost $5 million a year for your examination and recruiting? 

Mr. Jonzs. I do not think we could entirely, Mr. Chairman. 

Mr. Tuomas. I mean, at the same time not giving up your check- 
rein. Could you not do it through your inspection and audit system? 

Mr. Jones. I do not believe so for this reason: There is a fair num- 
ber of examinations out of the several thousand we give each year 
which have to be conducted on a nationwide basis. It would be, in 
my judgment—my colleagues might disagree—extremely difficult by 
any inspection or indoctrination to insure that you had a uniform 
approach to the nationwide examination. Of course, I think some 
of them have to be given outside of the central office here in Washing- 
ton. The second adverse factor would be the reticence of many of the 
agencies to involve themselves in some of the kinds of things we have 
to do with the unassembled examinations. 


NUMBER OF NEW HIRES THROUGH UNASSEMBLED EXAMINATION 


Mr. Tuomas. You have 15 percent new hires a year. What part of 
them come about through nonassembled examination ? 

Mr. Jones. What part of the 15 percent ? 

Mr. Tuomas. Yes; that is, of your new hires a year through unas- 
sembled examinations ? 

Mr. Jones. It is pretty substantial in some cases. 

Mr. Tuomas. It would not be 15-20 percent of your new hires? Is 
that too high ? 

Mr. Jones. May be 10 percent. 
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Mr. Tuomas. Is that a pretty rigorous examination, the unassem- 
bled examination ? 

Mr. Irons. That kind is based upon experience. 

Mr. Wiiu1aMs. The only difference between them is that the assem- 
bled examination is a written examination and the unassembled is 
rated on the basis of experience. 

Mr. Tuomas. Mr. Jonas says that, as a justice of the peace, he was 
never reversed in his life until he started writing opinions; is that 
right, Mr. Jonas ? 

‘Mr. Botanp. Would that be handled better by the Civil Service 
Commission? Why does not the agency handle all unassembled exam- 
inations ? 

Mr. Jones. They do handle a good many of them. 

Mr. Botanp. What are you talking about then ? 

Mr. Jones. I thought they would not want to go much farther than 
they have on this. If they did, we might get into some peculiar kinds 
of questions. 

Many second- and third-class postmasters, for example, are un- 
assembled examinations. 


POST OFFICE EXAMINATIONS 


Mr. Botanp. The Post Office handles all the examinations; does 
it not ? 

Mr. Jones. For the clerks and carriers only; not postmasters. 

Mr. Botanp. When did the agency itself handle clerks and carriers? 
How many years ago? 

Mr. Wittiams. In fiscal year 1958 they started a board program 
within the Post Office Department. This is when they started giving 
their own examinations. This is for the clerks, carriers, transporta- 
tion men in the Post. Office Department, but not the rural carriers or 
the postmasters. These are all done in the central office of the 
Commission. 

Mr. Botanp. This is one of the problems defined when you leave 
that to the agencies themselves. They build up a pretty good bureauc- 
racy themselves. 

Off the record. 

(Discussion off the record.) 

Mr. Witurams. The distinction between what the Commission does 
and what a board does is largely a matter of the nature of the par- 
ticular examination. The boards usually do that work which is con- 
nected directly with the agency itself for jobs that are fairly peculiar 
tothe agency. This is true in the Post Office area. The Commission 
examines largely for those common garden-variety types of jobs which 
all agencies use and where it would not be economical for each indi- 
vidual agency toexamine. For those which we announce on a nation- 
wide basis we set up a single register to service the whole country. 

The Federal service entrance examination is of that sort. That is 
basically the distinction between what the Commission does and what 
a board does. 

Mr. Tuomas. The boards are your agents, are they not ? 

Mr. WittraMs. Yes. 
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CIVIL SERVICE BOARDS OF EXAMINERS 


Mr. Tuomas. What part of the total employment is passed upon 
by your boards and what part is passed en by the Commission through 
its examinations / 

Mr. Wittrams. The great majority is done through the boards. 

Mr. Tuomas. What is the figure on the great majority ? 

Mr. Wiut1ams. The Commission will place about 50,000 people 
through its own examinations and its own registers as against in the 
neighborhood of 180,000 or 190,000 placed by the boards. 

Mr. Jones. The examining function requires only about $1.2 mil- 
lion of this $5 million appropriation and the supervision of the boards 
costs not quite $1.1 million. 

While we have $5 million for the overall function, we cannot say 
that all of it runs to the actual examining job. 


COST OF EXAMINATION 


Mr. Tuomas. Mr, Chairman, does the agency bear the actual cost 
of the examination and placement? The Commission pays its own 
cost, but does it pay the eost of the work of the hoard ? Is that 
charged directly to the agency. 

Mr. Jones. The agency pays the salaries and costs of the boards 
which examine within the agencies. They do not pay us for people 
we examine and certify to them. 

Mr. Tuomas. Do they reimburse you for the cost of your board that 
is operating with them ’ 

Mr. Jones. No. They carry the cost of the board per se. We sup- 
ply certain materials to them. 

Mr. Tuomas. That is a part of their own operating costs ? 

Mr. Jones. Yes. The prepar: ation of tests and the shipment of ma- 
terials and things of that sort, the Civil Service C oo pays. 

Mr. Tromas. If you paid for all the work done by the Board on 
Examination and Placement, then you would have an item of 22, 23 
million a year? 

Mr. Jonns. I cannot tell you how much it would be, but it would be 
substantially more than we now spend. Some of the agene les, as we 
do here in the central office, have to give continuous examinations for 
jobs like stenographers, typists, and things of that sort. 

Mr. THomas. Excuse me for interrupting. Go ahead. 

Mr. Jones. The chairman asked what the inspection service could 
do to assist more in the examining function if the agency inal more of 
it todo. I think my answer for the record would have to be that we 
could perhaps do more, but we do not recommend that the examining 
function within the Commission be dropped. 


NEED FOR CENTRALIZED EXAMINATIONS 


Mr. zeta. Mr. Chairman, if the agencies themselves place, in 
round figures, between 75 and 80 percent of their own personnel 
through the exam ining board, why could they not furnish that other 
20 percent ¢ 

Mr. Jones. In some places, they probably could, but could not in 
all areas, for example, here in Washington. I do not believe it would 
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be effective or efficient to have a number of different agencies giving 
examinations for stenographers and typists or giving the ordinary 
type of clerical examination in small batches. 

It is better to examine centrally. I think we would not have the 
degree of success or acceptance that we now have in the general 
examinations if the agencies were doing this themselves. 

Mr. Tuomas. You could set the rules and regulations and it would 
be the same, would it not, and you could enforce it through your 
Inspection and Audit Section / 

Mr. Jones. I perhaps am obtuse, Mr, Chairman, but I do not under- 
stand how the agencies could, for example, give a Federal service 
entrance exam to college graduates. ‘That is something that has to be 
done on a centralized basis. Ssomebody has to be a foe al agent for this. 

Mr. Tuomas. What would be the duties of these college graduates ? 
Do yout: ake the m inas grade 4, 5, 6,9, or 104 

What are the duties going to be ? 

Mr. Jones. They come in at grade 5 or grade 7 in options runinng 
all the way from normal administrative types of jobs to ppesalised 
kinds of professional training, and the sort that you get in business 
courses. 

Mr. ‘THomas. Sup pose the Navy wants a couple hundred of them. 
You could lay down the st: andards right there and they could give 
the examinations and pick them according to those standards as well 
as you do. 

Mr. Jones. I think you would have great duplication. People 
would file for a number of examinations in different agencies. Now 
they take one examination, and we sort them out in response to an 
agency’s request. 

Mr. Tuomas. You might have one added advantage. Here is a 
person who would like to work for one particular agency of the 
Government. 

Mr. Jones. He is usually, in effect, recruited now by that agency in 
terms of their getting that person to take the examination. The 
chances are pretty good that that person can be reached for certifica- 
tion to that agency within a reasonable length of time. 

Mr. Tuomas. Go ahead. 

Mr. Irons. Our objective, Mr. Chairman, is in line with what you 
ure saying; wherever in the judgment of ourselves and the agency, 
it would seem to be more economical, productive of a better quality 

candidate, or get him on the rolls sooner, we operate through the 
board program. 

There are areas such as the Federal service entrance examination 
where everything seems to point to it being more economical and less 
confusing on the college campus to have one examination rather than 
each agency that has an interest in recruiting going up and holding 
its own tests. It is really a question of dollars and cents. 

Mr. Jones. I think it is also very true in all of the shortage areas, 
such as engineers, physicists, statisticians, and folks of that sort. 


PLAN FOR NATIONWIDE INSPECTIONS OF PERSONNEL MANAGEMENT 
PROGRAMS 


Within the past year, the Commission has deve loped a new compre- 
hensive plan for conducting nationwide inspections of the personnel 
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management programs in 17 major agencies. Agencywide evalua- 
tions are being made by analyzing and consolidating the principal 
findings from “individual inspections conducted in a representative 

sampling of agency establishments, regardless of their geographic 
location. The nationwide inspection plan ‘alls for bringing the Com- 
mission’s inspection facilities, both in the field and in W ashington, to 
bear at the same time in particular agencies; thus assuring an extensive 
as well as intensive appraisal of the personnel management program at 
all levels within particular agencies. 

Among the significant benefits that are antic ipated from the nation- 
wide inspections approach are the following: 

Providing agencies and the Commission with organized infor- 
mation of sufficient validity to point up the need for reemphasis 
or redirection of the personnel management program. 

Differentiating more clearly between significant trends as 
opposed to the more isolated types of findings. 

Effecting greater understanding and support of the agencies’ 
personnel operations at all levels by involving top r: anking man- 
agement officials in the closing conferences along with top ranking 
Commission officials. 

Providing a more effective basis for planning the frequency 
and content of subsequent inspections in individual agencies 

During fiscal year 1960, nationwide inspections under ‘the newly 
developed procedures were started in the following five departments 
and agencies: Department of the Army, Department of the Interior, 
Treasury Department, General Services Administration, and Vet- 
erans’ Administration. 

Another significant trend under this activity is the continued 
efforts to stimulate self-evaluation within individual agencies and to 
coordinate the Commission’s inspection activities with those agencies 
which have developed evaluation programs of their own. For ex- 
ample, the Commission’s inspection offices have been working closely 
with the program evaluation staffs of the Departments of Army and 
Air Force under joint agreements to assure the most effective use of 
our inspection dollar. To avoid duplication of effort, a number of 
inspections in Army and Air Force establishments are conducted 
jointly by inspectors from the mane tive agencies and where inspec- 
tions are conducted independently by either agency, inspection sched- 
ules are closely coordinated. Reports of inspection prepared by the 
Commission or by the agency in the case of Army or Air Force in- 
spections are exchanged, thus making significant findings known and 
used by all parties concerned. Under the joint agreements, the Com- 
mission makes a quality review of the agencies’ inspection program to 
assure that such program is being conducted to meet both agency and 
Commission objectives and responsibilities. One of the significant ad- 

vantages of the joint inspection approach is that it permits the Com- 
mission to channel more of its inspection resources to those agencies 
which do not have well-developed self-evaluation programs. How- 
ever, the Commission will still devote sufficient manpower and re- 
sources to inspect even those agencies that have their own evaluation 
staffs to insure that delegated authorities are properly being carried 
out. 
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ACTIVITY 4——ADMINISTRATION OF THE RETIREMENT SYSTEMS 


Central office: 
1959, actual: 


Nee een ei acen baeiteaes cs anette cheat _ B2t 
ee ta hE Spree 2k BE bd te 5 lal cietiae bli $1, 796, 403 
1960, authorized : ue 
i al 317 
Re ee as teehamcealanarenas nin nansonaminemaannienre $1, 673, 000 
1961, estimate: : 
penn omnis tg ok a ee a 355 
iis ah chk dtd adalat: ce icok eel kaebdeaelssntesans mie damon pada $1, 890, 000 


(Administering the Civil Service Retirement Act and other benefit acts involves 
adjudicating annuity, death, benefit, refunds, and deposit claims as well as 
maintaining the control accounts for funds and making payments to annuitants 
and other claimants. ) 

The civil service retirement system is constantly growing. More 
claims are filed each year and the number on the benefit rolls continues 
to increase. The number of all types of claims to be proc essed in fiscal 
year 1961 will be 151 percent of the number processed in fiscal year 
1954. Likewise the number on the benefit rolls in 1961 will have in- 
creased to 219 percent of the number on the rolls in 1954. I think it 
is quite significant, therefore, that the number of employees we are 
requesting for this activity in 1961 is only 29 percent more than the 
number required in 1954. Most of the increase in workloads has been 
absorbed through improved procedures and efficiency. The importance 
of keeping retirement work current cannot be overemphasized. The 
increase of $217,000 requested for this activity is based on our exper1- 
ence of increasing workloads and is required to keep this work current. 


ELECTRONIC EQUIPMENT 


Mr. Tuomas. Can you develop some electronic equipment to take 
care of some of that retirement work ¢ 

Mr. Jones. Weare using electronic equipment. I would like to have 
Mr. Irons, or Mr. Ruddock speak on that. 

Mr. Irons. May I suggest that Mr. Ruddock do that because he has 
current data. 

Mr. Ruppock. We have been using a Bendix-G15 digital computer on 
a pilot study basis for just about a year. The first item we programed 
into this digital computer was the calculation of the amount due the 
retirement fund in the case of a person who had received a refund of 
retirement deductions or who had performed creditable service during 
which deductions were not made. It is kind of a slow process. It 
takes a long time to build up a program for a machine of this type and 
it means a drastic change in the thinking of the people who have been 
accustomed to doing their arithmetic yy adding 2 and 2 mentally 
or with pencil and paper or using the ordinary type e calculator. 


NUMBER OF RETIREMENTS PER YEAR 


Mr. Tuomas. How many people are retiring a year now ¢ 
Mr. Ruppock. About 60,000, sir. 


Mr. Tuomas. There is a good spot to start with some electronic 
equipment, is it not? 
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Mr. Ruppock. We are programing it in the calculation of -—— 

Mr. Tiromas. Who is doing the work for you? Who is developing 
the process ? 

Mr. Ruppock. We have been doing that ourselves, with our actuaries, 

Mr. Tuomas. With your backlog, one of those machines is the answer 
to your prayer right there; you get some of those experts over there 
and let them become familiar with your needs and they might even 
grade some of your papers. Let us get started. 

This lends itself to that operation very beautifully and they can 
come up with just what you need if you give them an opportunity. 

Mr. Irons. Mr. Chairman, I do not feel quite as optimistic about 
what you might expect with the utilization of the service people 
from sales organizations. We do have people in our organization 
who are familiar with the various types of punchcard equipment 
and furthermore know what our problem is. We hope to be able to 
take this machine, ours happens to be a Bendix computer, and utilize 
it on the annuity claims. This is a volume of 60,000. We hope to 
do a better and a more economical job. We are also experimenting 
with its use in connection with the grading of papers. 

Mr. Tuomas. You do not think your experts are as good as the 
IBM man do you? They have a little organization up there of a 
couple hundred thousand. 

Mr. Irons. There is other equipment available besides IBM. 

Mr. Tuomas. It would not hurt to let other people take a look at 
this. 

Mr. Jones. Did you want anything more precise on what we have 
done so far, Mr. Chairman? My impression is we have made a pretty 
good showing of progress. 


UTILIZATION OF MECHANICAL EQUIPMEN 


Mr. Tuomas. What part of your operation is now mechanized ? 

Mr. Jones. In terms of percentage or steps / 

Mr. THomas. Percentage. 

Mr. Irons. On activity 4, we have the processing of the service 
credit claims. Weare experimenting with annuity claims and we also 
utilize mechanical equipment in other phases of Commission activi- 
ties, other than just activity 4. For example, we have done this in 
the grading of papers. 

Mr. WituraMs. We have a sizable traditional IBM setup. We per- 
form quite a bit of work on these IBM machines, and insofar as the 
electronic digital computer situation is concerned, this is the only 
area where we have used it. This is experimental. Wherever we cai 
justify it, we think it ought to be justified in getting out more work 
or more efficient work. 
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Activity 5.—Developing programs and standards 


Central Office: 
1959 actual: 


IT NN icin doped reaping crs eee neem 183 

i iaciedininepienciniihsel-aaandiedieininks ane niiainnn i civuterinuniciomivinines $1, 459, 028 
1960 authorized : 

I a ioc cn phstan sa ocala dian cai 171 

a hie ake caeenaenee sunsets nen one ede $1, 377, 000 
1961 estimate: 

SP ORREO: ONION ii eset nasen alg 181 

CRS oe aoe ean aan Se eee eae inane $1, 479, 000 


(The Commission develops programs, devises tests, issues standards and regu- 
lations, and proposed legislation to improve the Federal personnel system for 
both competitive and noncompetitive positions. ) 

The Civil Service Commission is the central personnel agency for 
most activities of the Federal Government. Decisions of the Com- 
mission affect the operation of 50 or more agencies and their 2 million 
employees all over the world. The personnel programs, instructions, 
standards, and tests developed by the Commission are for the use and 
guidance of Federal administrators and personnel officers throughout 
the entire Government service. 

New and constantly changing Federal programs demand continued 
research and evaluation of existing personnel practices which may, in 
turn, suggest the need for changes in rules and regulations or new leg- 
islation. Changes in the labor market or in personnel practices in 

industry, as well as current experience under existing programs, also 
cause the Government to seek new techniques in personnel manage- 
ment. Through proper planning, research, and evaluation, Federal 
personnel management must be kept responsive to the needs of good 
administration. ‘The Commission must provide leadership and guid- 
ance in strengthening Federal personnel programs and maintain a sys- 
tem of regulations and instructions by which the programs and policies 
are made effective. The goal of the personnel management program is 
to provide the Federal Government with the most effective work force 
possible. 

A few moments ago I spoke of the need to provide training for 
executives in the career service and to develop a more uniform pay 
system for the Federal service. Additional funds are requested for 
this activity so that the Commission can carry out its responsibilities 
in these two areas more effectively in 1961. The Commission will 
develop and promote a program to ‘facilitate and encourage the train- 
ing of executives in the career service and will cooperate with other 
interested agencies in both the legisl: ae and executive branches to 
develop an improved Federal pay policy. 

In this connection, may I point out that the Career Executive Board 
has disappeared and the Commission anticipates that some of the 
responsibilities which have been vested in that. Board will be assigned 
tous. At least, that is what we are told by the Executive Office— 
that we can look forward to definite responsibilities to do some of the 
work that that Board might otherwise have done. 
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Activity 6.—Appeltlate functions of the Commission 
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1959 actual 1960 authorized 1961 estimate 
— — astern 
Average Cost | Average | Cost | Average | Cost 
positions | | positions | positions 

-| —— nee | 
Central office... __.__- SRE I 59 $437, 234 | 65 | $463, 200 67 $485, 000 
eS a ee | 48 329, 886 47 | 319, 800 47 | 325, 000 
Total, activity 6-- a 107 | 767, 120 112 783, 000 114 810, 000 


—— 


(The appellate functions include the hearing and taking action on appeals, 
administering the political activities statutes and advising agencies and in- 
dividuals regarding rights of appeal.) 

The Commission is continuing to study the regulations and proce- 
dures for handling employee appeals over which we have jurisdiction. 
A recent change in regulations provides that the Commission will now 
act to enforce the procedural regulations of the employing agency as 
well as our own rules and regulations. 

The change was prompted by our belief that it would result in the 
more timely resolution of employee rights and also by the interest 
taken by the courts in these matters. 

Prompt action on appeals is, of course, of vital importance and 
funds must be made available accordingly. We find that receipts of 
appeals this year are somewhat above our estimates. A small increase 
in funds will be required next year to maintain this function. 

Even there, I think we will be criticized somewhat by the agencies 
because we do not seem to settle the appeals the same day they reach 
us. The timing isa little difficult. 

Perhaps some of the committee may have happened to notice in the 
newspaper a few days ago the announcement of a decision by the 
Court of Claims that would greatly have increased this work. 

I think the committee will be as relieved as we were to know that 
the Court of Claims of its own motion reversed the decision and found 
for the Government. We do not have that hanging over our heads 
now and having to apply all of the standards of the Veterans Prefer- 
ence Act and section 9 to reduction-in-force actions. 

Mr. Botanp. You would really have been smothered ? 

Mr. Jones. We did not even dare think about it, and we could not 
understand the decision. 

Mr. Botanp. I could not understand it either. 

It said something about the same rights to nonveterans as veterans. 

Mr. Jones (continuing) : 


Other objects of expenditure 


VU ae ce meme ere ee meme Oreos ee eee ewe eww eee wwe w= o-oo 


i cade eareaaniesiep ome tabeckieie bai get ce cago 
pi SS | ae eee aes ae eae iid bts 5 cscah teil at becsd dk casa 2 3, 633, 000 


Actual 1959 a $3, 278, 008 


C207 


An increase of $337,000 is required for expenses other than personal 
services in order to carry out the activities I have been discussing. 
The major part of this increase is in three areas: (1) Travel $49,000 
is required to carry out those programs in which travel is of vital 
importance. (2) Communication services, $132,800 is requested to 
provide for payment to the Post Office Department for postage at 
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current rates. (3) Other contractual services—an increase of $145,- 
000 is necessary for contribution to the Employees Health Benefits 
Fund for the Government’s share of cost-of- health benefits provided 
the employees of the Commission. 


INCREASE IN POSTAGE COSTS 


Mr. Tuomas. What did that new bill do, increase the rates on third- 
class mail, or what ? 

Mr. Jones. There is an increase on second and third class at the 
rate of 10 percent a year over the 3-year period. That is one which 
affects us very little. 

Mr. Wititams. On our mail we pay first-class rates. 

Mr. Tuomas. That was not increased though, was it / 

Mr. Wituiams. A little over a year ago it went from 3 cents to 4 
cents. We are supposed to be reimbursing the Post Office Depart- 
ment now at the 4-cent rate. We have not started doing this before 
because it was agreed between the Post Office Department and our- 
selves that we should wait until we had an opportunity to ask and 
receive the increase in funds from the Congress. At that point we 
should start reimbursing the Post Office Department for this item. 

Mr. Tuomas. How much do you owe the Post Office Department ? 

Mr. Wituiams. $117,000. 

Mr. Tuomas. Has the service already been rendered ? 

Mr. Wiuuiams. It is being rendered this year. The request is for 
fiscal year 1961. 

Mr. Jones. As I understand it, that is not to be reimbursed. 

Mr. Witu1aMs. Not for this year , Just 1961. 

Mr. Jones. This last item is a new cost which will concern all 
agencies in fiscal year 1961. On item of increased cost which could 
not be reflected in this budget is the increase in parcel post rates re- 
cently announced to be effective February 1, 1960. This will cost the 
Commission about $10,000, which we hope we will not be required to 
absorb, 

It is in this area and in the fourth-class mail that we get the bulk 
shipments of rather substantial volumes. 

Mr. Tuomas. Do you send any flyers or circulars out in that? 

Mr. Wiuu1aMs. No, sir. 


INVESTIGATION OF U.S. CrrizEens ror EMPLOYMENT BY INTERNATIONAL 
ORGANIZATIONS 


nN Pan a ak he $412, 696 
I ee salir cela ada te cada bas <cedecmaice da 400, 000 
ON a an sa ence ge pbtoenilecienee: 467, 000 


Mr. Jones. This appropriation is used primarily for conducting in- 
vestigations by the Commission and the FBI of U.S. citizens con- 
sidered for employ ment by international organizations of which this 
Government is a member. The budget request is based upon a 5-per- 
cent increase in workload anticipated by the State Department. It is 
important that the funds be available to process these investigations 
promptly. 

51632—60——44 
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Annuities UNpER Specrau Acts 


linet aaacnertensd cnn ce ckcmtnsnd seaiagnte > d mieebalcs $2, 466, 742 
I 2, 450, 000 
Neen aunt einen ate chaaal 2, 316, 000 


Annuities are paid to persons who were employed on the construc- 
tion of the Panama Canal or to their widows, and benefits are paid to 
widows of former employees of the Lighthouse Service. Funds re- 
quested are to continue presently authorized annuities; and bec: uuse 
the number of annuitants is declining, requirements are decreasing. 

Mr. Tuomas. The widows of the Lighthouse Employees are, of 
course, picking up; are they not ? 

Mr. Jones. Yes, sir. 


PayMENT TO Crvin Service RerireEMENT AND Disapiniry Funp 


Actual 1959 


a a Nea a al ocd Sine ba hcenacecbapahieine a ieane: apes aod aaatesa hk 0 
I a oe 0 
a Slee $46, 329, 000 


At the request of the Senate Appropriations Committee (Rept. 
No. 1656, 85th Cong., 2d sess.), a joint report was submitted to the 
Congress by the Bureau of the Budget and the Civil Service Com- 
mission in November 1959. It contains recommendations for financ- 
ing the civil service retirement fund. 

In brief, the concept expressed in the re port w ith spec ific reference 
to the Government’s liability is that it would be desirable to provide 
a clear and definite legislative indication that the benefits promised 
in the Civil Service Retirement Act are underwritten by the full faith 
and credit of the United States. This could be done by making pro- 
vision for automatic appropriations to supplement agency contribu- 
tions when necessary to assure that the benefits provided by the system 
can be paid without reducing the balance in the fund below the total 
of amounts to the credit of employees. To implement the recommen- 
dation, a change in law was also proposed to replace the present sec- 
tion 17(e) of the act with authorization for a permanent indefinite 
appropriation. 

Prior to fiscal year 1958, this appropriation was the means of mak- 
ing the Government’s payment to the retirement fund. Since 1958 
agencies have contributed 614 percent of their payrolls to the fund. 
Such contributions in fiscal year 1961 will approximate $722 million, 
exceeding any amounts heretofore appropriated. Therefore, no addi- 
tional appropriation for governmentwide payment is requested. 

Public Law 85-465, effective August 1, 1958, increased annuities of 
certain retired employees and on whose benelits were based 
on services terminated before October 1, 1956, and provided annui- 
ties to certain widows and widowers or spouses had died, either 
in service or after retirement, before February 29, 1948. The act re- 
quires the termination of these annuities and increases in annuities 
for each fiscal year after 1960, for which an appropriation has not 
been made to cover their cost. The request for $46,329,000 is the 
umount required to continue these benefits through fiscal year 1961. 


GOVERNMENT PAYMENT FOR ANNUITANTS, Employees HEALTH 
BENEFITS FUND 


Estimate, 1961- 


ne chaiban pie asbotrasesines ea ht $2, 500, 000 





na 








oot 


) 


ee FS Ve 


689 


‘ . * . . : 1 ‘ atl .. 
This is a new item which will be used to cover the Government's 


hare of the cost of health benefits for certain annuitants as defined in 


the Federal Employees Health Benefits Act. Based upon our ex- 
perience under the civil service retirement system, it is estimated that 
90,000 annuitants will obtain coverage for themselves only and 50,000 
annuitants will abtain family-type coverage in fiscal year i961. These 
annuitants will contribute $2.750,000 while the Government’s share 
of the cost will be $2,500,000. There will be a continuing and increas- 
ing need for this appropriation each year. The present forecast is 
that the Government's contribution for annuitants will increase by 
about $5 million a year so that about $25 million will be required at the 
end of the fifth year. 


LIMITATION ON ADMINISTRATIVE Expenses, EmpLoyres Lire 
INSURANCE FuND 


Actual, 1959 : : oni Seale ngs came ate OOo 
Authorized, 1960_ ae = eal Ln - a paints tects 249, 000 
Estimate, 1961___---- aster ecole tad ok Rea 2 ok ae eee 


The Commission is reimbursed Pecan the employees’ life insurance 
funn for any expenses incurred in the administration of the F ederal 
employees group life insurance program. The expense limitation re- 
quested provides for continuing both the regular and beneficial asso- 
ions programs in fiseal year 1961. 


Cle 


Exwp.tovers Heaurua Beneritrs ProcGRam 


s lL mentioned a moment ago, the Commission is moving ahead with 
rs negotiation of contracts and the development of regulations to 
govern the employee health benefits program to go into operation after 
July 1,1960. Since the Health Benefits Act provides that the employ- 
ees’ life insurance fund is available without limitation in fiscal year 
1960 and 1961 for any expenses incurred by the Commission in the 
administration of the act, no funds are requested in this budget for 
this purpose. 

The cost of administration of the health benefits program is ex- 
pected to be substantially higher than that of the life insurance pro- 
gram due to the multiplicity of carriers and wide range of plans 
particiapting in the health program. We anticipate that adminis- 
trative costs will approximate $800,000 in fiscal year 1960 and $843,000 
in 1961. These are, at best, very preliminary estimates. 

The necessary funds will be advanced from the employees’ life in- 
surance fund and will be repaid next year from the health benefits 
fund after the program gets into operation. And, then, thereafter 
this will be on a limitation basis. The law requires that beginning 
in fiscal vear 1962. 

It is estimated that 90 percent of eligible employees will participate 
in the health benefits program, or about 1.8 million in addition to 
70,000 annuitants during the first year of operation. Approximately 
$246,25 50,000 will be deposited in the employee health benefits fund 
in fiseal year 1961, $18,750,000 by employees and annuitants and 
$117,500,000 by the Government. This is by far the largest program 
of its kind ever undertaken. 

That in a very summary form, Mr. Chairman, is a runover of the 
situation. 
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Mr. Tuomas. That is a nice statement. It covers the program in 
great detail, and it is very clear. 

I do not know of anyone, from the point of view of experience, 
information, and sheer ability, who can speak on this subject, or any 


other governmental subject, than our distinguished Commissioner, 
Mr. Lawton. 


What is the state of the Union now, Mr. Lawton ? 

Mr. Lawton. Mr. Chairman, I think that this estimate which has 
been presented to you here and as has been covered by Mr. Jones’ 
statement, a large part of it represents liquidation of bac ‘klogs or pay- 
ments such as those for health insurance or the payments to the Post 
Office Department. 

The actual new work is a very minor part of this estimate that 
was held down in accordance with the budget program for the year. 
It will permit us to do one or two things in areas that are rather 
vital and rather necessary. 

The training program, and development of people to take the place 
of those that are presently serving in executive positions is one of 
the needed things if we are going to look ahead at all in the per- 
sonnel field, because within the next 10 years people who are now 
running most of the agencies within Government—that is, below the 
levels of the top officials and presidential officials—are people who are 
ready or near the retirement age or will reach it within the next few 
years. 

I think it is a modest program, but I think it is a necessary one. 

Mr. THomas. Very nice: very nice. 

Let us take a look at this budget. 


JUSTIFICATION OF EsTIMATEs, 1961 


At this point in the record we will insert the general statements 
which appear on pages 1 through 5 of the justifications. 
(The pages referred to follow :) 


JUSTIFICATIONS OF ESTIMATES OF APPROPRIATIONS FOR THE FISCAL YEAR 1961 
INTRODUCTION 


The Civil Service Commission submits herewith its estimates of appropria- 
tions and fund requirements for the fiscal year 1961, together with detailed 
justifications therefor. A comparative summary of amounts requested for fiscal 
year 1961 to current year amounts follows: 





Changes (+ 





Appropriation or fund title Fiscal year Fiscal year 








or —), 1961 
1960 1961 estimates 
over 1960 
Salaries and expenses, Civil Service Commission -. _| $19,120,000 | $20, 030, 000 | +$910, 000 
Investigation of U.S. citizens for employment by international | 
organizations . _.-- ; 400, 000 467, 000 | +67, 000 
Annuities under special acts, Civil, Service ‘Commission __- | 2, 450, 000 | 2, 316, 000 — 134, 000 
Payment to civil service retirement and disability fund, C ivil 
Linn amit bamewd otianion | 46,329,000 | 4-46, 329, 000 
Government payment for annuitants, employees health bene- 
fits fund _ _.--- (imide sekbsw diel 2, 500, 000 +2, 500, 000 
Limitation on administrative expenses, employ ees life insur- | | 
ance fund, Civil Service Commission ---........--..-.-.-..--| 249, 000 | 250, 000 | +1, 000 
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Brief comments regarding each appropriation and fund follow: 


APPROPRIATION 


Salaries and expenses, Civil Service Commission 


The Commission is requesting $20,030,000 for its “Salaries and expenses” 
appropriation to perform its continuing functions and responsibilities in fiscal 
year 1961. This amount represents a net increase of $910,000 over the amount 
appropriated for 1960, consisting of $573,000 for “Personal services” and $337,000 
for “Other expenses” required to support the Commission’s operating programs. 

The increase requested for “Personal services” ($573,000) provides for (1) 
liquidating backlogs of work in the investigations, retirement, and appeals 
activities; (2) developing more comprehensive studies in the field of pay for 
Federal employees; (3) inaugurating a program to improve the selection, utili- 
gation, development and training of career employees in the upper grades of 
the Federal civil service; and (4) the net cost of within-grade salary advances 
in fiscal year 1961. 

The increase of $337,000 requested for “Other expenses” is primarily to pro- 
vide for (1) reimbursement of the Post Office at rates authorized by Public 
Law 85-426 for postage used by the Commission, (2) the Government’s contri- 
butions to the employees health benefits fund for employees of the Commission 
under the new health benefits program, and (3) additional travel expenses to 
meet the requirements of the Commission’s operating programs. 


Investigation of U.S. citizens for employment by international organizations 


Funds appropriated under this heading provide (1) for investigation by the 
Federal Bureau of Investigation and the Civil Service Commission of U.S. 
citizens employed or being considered for employment in international organi- 
zations of which the U.S. Government is a member and (2) for a review of 
reports by the International Organizations Employees Loyalty Board of the 
Commission as directed by Executive Order 10422, as amended. 

Workload estimates for fiscal year 1961 are based upon information from the 
Department of State, which anticipates a 5-percent increase in receipts over 
1959 experience. The funds requested for 1961 ($467,000) represent an increase 
of $67,000 over the appropriation for 1960 to provide for (1) the increase in 
workloads, and (2) an increase in the cost per case of investigations conducted 
by the Civil Service Commission. 


Annuities under special acts, Civil Service Commission 


This appropriation provides for the payment of annuities to former Federal 
civilian employees under the Panama Canal Construction Annuity Act (48 U.S.C. 
1373a), as amended, and to widows of former Federal employees under the 
Lighthouse Service Widows Benefit Act (33 U.S.C. 771-775). 

The request for fiscal year 1961 is for the continuation of annuities authorized 
in accordance with current legislation. However, since the number of annuitants 
is declining the funds required for fiscal vear 1961 ($2,316,000) are estimated 
to be $134,000 less than authorized for fiscal year 1960. 


Payment to civil service retirement and disability fund, Civil Service Com- 
mission 

Public Law 85-465, effective August 1, 1958, increased annuities of retired 
employees and survivors whose benefits were based on service terminated before 
October 1, 1956, and provided annuities to certain widows and widowers whose 
spouses had died, either in service or after retirement, prior to February 29, 1948. 
This act requires the termination of annuities and increases in annuities provided 
therein for each fiscal year beginning on or after July 1, 1960, for which an 
appropriation shall not have been made to cover the cost of such benefits in that 
fiscal year. An appropriation of $46,329,000 is requested under this heading to 
continue these benefits through fiscal year 1961. 


Government payment for annuitants, employees health benefits fund 


The Federal Employees Health Benefits Act of 1959 (Public Law 86-382, 73 
Stat. 713) provides that sums authorized to be contributed by the Government 
with respect to any annuitant (as defined therein) shall be paid from annual 
appropriations made for such purpose. The provisions of the act relating to 
withholding and payment of contributions become effective in fiscal year 1961. 
Based upon the Commission’s experience under the Civil Service Retirement Act 
projected to include all of the retirement systems affected, it is estimated that 
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during fiscal year 1961 annuitants will contribute $2,750,000 to the employees 
health benefits fund, and the Government's contributions for annuitants, as pro- 
vided by the act, will total $2,500,000. 


EXPENSE LIMITATION 


Limitation on administrative expenses, employces’ life insurance fund, Civil 
Service Commission 

This item is to cover expenses in the administration of the employees’ life in- 
surance fund pursuant to the Federal Employees’ Group Life Insurance Act (5 
U.S.C. 2091-2103), as amended, which are reimbursed to the Civil Service Com- 
mission. The estimated requirements for fiscal year 1961 are based on (1) 
maintaining the regular insurance program and (2) servicing the full mem- 
bership of the beneficial associations whose insurance agreements have been 
assumed by the fund. The total requirements ($250,000) are 31,000 1 e than 
authorized for fiscal year 1960. 


Federal employees health benefits program 
The Federai Employees Health Benefits Act of 1959 (Public Law SO-3SS82 


Stat. 713) provides that there shall be created an employee health benefits fund 


to be administered by the Commission and to be available without scal year 
limitation for all payments to approved health benefit plans. The act further 
authorized to be expended from the employees’ life insurance fund, without 


regard to limitations on expenditures from that fund, for the fiscal years 1960 
and 1961, such sums as may be necessary to pay administrative expenses in- 
curred by the Commission in carrying out the health benefits provisions of this 
act. Reimbursements to the employees’ life insurance fund for sums so ex 
pended, together with interest at a rate to be determined by the Secretary of the 
Treasury, shall be made from the employees health benefits fund. 

In accordance with the above provisions, the Commission is not requesting any 
funds for the administration of this program in fisenl year 1961 A ef dis 
cussion of the program is included in this document 


Full field security investigations program 


Pursuant to title 22, U.S.C. 1661, other laws, and Executive orders Civil 
Service Commission conducts full field security investigations for various agen 
cies of the Government. Since this work is done on a reimbursable basis, the 
Commission is not requesting funds for this purpose. A brief statemer f the 


status of this program is contained in this document. 
Mr. Tuomas. There is some very good information contained in 


here. You have a breakdown by your bureaus here, and by activities. 


SALARIES AND EXPENSES 


Program and financing 





Program by activitie 
1. Recruiting and « £ at 
2. Investigatio racter and fitne ‘ { 
3. Inspection ud f tion audit } ‘ 
4 Admit tratior if th re reme 
Developing programs and st 
f. Appellate functior . / £5, OF 
7. Executive 
il pr } 
8. Re 
( ‘ 
( f wreak { 
Or t 
1 f t t | 
i y ybliga 
Fir n 
1959 appropriation available in 1955 
nob] ted } e » longer vailable 
Appropriation (new obligational authority », TS7, 20K 19, 120, 00 $0), 000 
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Object classification 


a 


Total number of permanent positions 

Full-time equivalent of all other positions_.- 

Average number of ill employees 

Number of employees at end of year 

Average GS grade and salary 

01 Personal services: 
Permanent positions 














Positions other than permanent 
Other personal service i 
Total personal services eax 

02 Travel . 
03 Transportation of thir 
044 Communication ser viet 
05 Rents and utility service 
06 Printing and reproduction 
07 Other con service 

- by other age € 
Oo Supp é ] 
09 Equipment 
11 Grants, subsidies, tributions. 
13 Refun iwards, ¢ ritic 
15 Taxes and ment _ 
1G, oh} } 1 g 


Total obligations 


1959 actual 


2 76! 

9 
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7.2 $6. 081 


8.31 
264, 362 


1960 estimate 


bb 


145, 800 
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88. 000 | 


533, 000 
97, 500 


412. O00 


141. 500 | 
5. 100 
OOO 


1, 006, 00) 
it Mi 


1. 6 


$16, 261, 565 
48, 135 

87, 300 

1f 17, OOO 
521, OOF 

83, O00 

H5. 800 

97, 500 
402, 000 

R4 AND 

1 100 

250, 000 
135, 500 
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Turning now to your first appropriation item, “Salaries and ex- 
penses,” in fiscal year 1960 you had an appropriation of $19,120,000 
and this year you seek an increase of $910,000, making a total of 


$20,030,000. 
JUSTIFICATION 


OF 


THE 


ESTIMATE 


We shall insert at this point in the record pages 2 and 3 of the 


justifications. 
(The pages follow :) 
SALARIES 


Comparative 





Activity 
l. Reerniting and examiniz 
2. Investigation charac r id f f for ¢ pl 
3, Inspectio nd cla ficatior j 
Admin ion of the retirement svste 
D ping prorrams and standard 
\ te frie t Cor 
7. Executive | administrative services 
Ot objects of ext j 
i ipp pr on ¢ ‘ 
A verag nber of positior 
Ce flies 
Field office 
Tota 


AND EXPENSES 


summary Oy activi 


/ 


1960 
1uthorize 

$5, 213 
O88 
127 

1 ¢ , (ny 
: : 

R32. Ot 

1 ( 


Sut 


6. OOO 
14, ( 

RY nn 

4179. OO 

810 "| 

| 2 OOO | 
5, Of 
20), 030. 000 


Changes, 

Increase 
or decrease 
, 1961 


com 1 


with 1960 


$41, OOF 


73 (y 
7 OO 
217, OOF 
£102. O11 
,} +97. OOO 
” t) 
73, 000 
4.000 
110. Of 
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Comparative summary by object classification 


—. 


| Changes, in- 
crease (+-) 


Object class | 1960 1961 | or decrease 

authorized | estimate | (—), 196} 

| | compared 

with 1960 
a ee — - ~- - — ee dees —— | eet 
01 Personal services....___- nencace-e-e------------| $15,824,000 | $16,397,000 | — +$573, 000 
02 Travel. ae A aoe oan 472, 000 521, 000 +49, 000 
03 Transport: ition of th ings__.._- Scere a aaa cae | 88, 000 | 83,000 | — 5, 000 
04 Communications services__........._- ee ae ; 3 533, 000 665, 800 +132, 800 

05 Rents and utility services___.......___-- ; ; 97, 500 | 97, 500 

06 Printing and reproduction._.......______- 402, 000 402, 000 j|__._- 2 
07 Other contractual services. ...................-.. peel 209, 600 444, 600 | +145, 000 
08 Supplies I 7 : ; 250, 000 SERED Asicen-escthaes 
09 Equipment___- Fivandeenoss 135, 500 135, 500 ; 
11 Grants, subsidies, and contributions_______- ae 1, 006, 000 1, 032, 000 +26, 000 
13 Refunds, awards, and indemnities Fiala 10, 800 — 10, 800 
15 Taxes and asSessments_____._. : saad ar 1,690 1, 600 ss 
Total appropriation or estimate.____.____- 7 19, 120, 000 20, 030, 000 +910, 000 


Mr. Tuomas. This shows by activity your various programs. For 
your recruiting and examining program it is $5,172,000, which repre- 
sents a decrease of $41,000. 

For your investigation of character and fitness for employment there 
is an increase of $238,000, which brings the total for 1961 to $3,276,000, 

For your inspection and classification audits there is an increase of 
$17,000, which brings the total for 1961 to $2,144,000. 

For the administration of the retirement systems there is a sizable 
increase of $217,000, which brings you up to $1,890,000. 

Your total employment increases by 70 people, 63 in the central office, 
and 7 in the field. 

Dias breakdown between the central office and the field for 1961 
is 1549 in the central office and 1,101 in the field. 


NUMBER OF FIELD OFFICES 


Those field offices are 11 in number; is that correct ? 

Mr. Jones. That is correct, sir. 

Mr. Tromas. And, you have two suboffices—one now in Hawati and 
one in Alaska? 

Mr. Jones. That is correct, also in—— 

Mr. THomas. What is the necessity for establishing those suboffices? 

Mr. Jones. Partly our examination program, and partly just the 
number of activities that the Commission has to perform in those areas 
in which the cost of travel would be too great if we had to do it from 
elsewhere. 

Mr. Tuomas. Cannot that be handled out of the Denver and the 
Seattle offices—like they have been doing heretofore ? 

Mr. Jones. We have been in Anchorage for a number of years. 
The problem in a large part of Alaska is the problem of trying to get 
to the number of stations we have to get to. 

Mr. Tuomas. Who handled that work before? Was it the Seattle 
office ? 

Mr. Jones. It was handled out of the Seattle office, and Hawaii 
originally was handled out of San Francisco. 

Mr. Wiuu1aMs. They are still located there. It does not change. 

Mr. Jones. There are branch offices of those two regional offices. 
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Mr. Tuomas. How many people do you have in each of your branch 
offices ? 

Mr. Jones. In Anchorage there are 4, and in Hawaii 12. This is 
rather like the resident stations that we have other places. We have 
other branch offices in the United States such as in Los Angeles, New 
Orleans, and St. Paul. 


INCREASES REQUESTED FOR PERSONAL AND OTHER COSTS 


Mr. Tuomas. Page 3 shows your “Object classific ation,’ > and I note 
your personnel do not change. Your “Personal services” increases by 
$573,000, but apparently that does not tell the whole tale. 

What part of that $573,000 is there for your 70 employees? You 
have ingrade promotions, and you have some annual leave to pay out 
of that increase, do you not ? 

Mr.Jones. Yes, sir. 

Mr. Tuomas. Your “Communications services” go up to $665,800, 
which represents an increase of $132,800. 

Your “Other contractual services” increase by $145,000 and that is 
for your new health benefit program. 


Actriviry I.—RecrvuITInG AND EXAMINING 


We shall take a closer look at these in activity I. 

At this point in the record we shall insert pages 4 through 7 of the 
justifications. 

(The pages referred to follow :) 


Comparative summary statement by function 





1959 actual 1960 authorized | 1961 estimate 
Functions 
Average Cost | Average | Cost Average | Cost 
positions | positions positions | 
| } | 
Recruiting. tet poe es 48 | $369, 824 | 50 | $369, 800 | 50 | $372, 600 
Examining ___. 251 | 1,348. 962 | 224 | 1, 240, 600 | 219 | 1, 230, 700 
Establishing and maintaining reg- | | | | 
isters.... 104} 458, 356 91 414, 200 | 84 | 381, 000 
Issuing and auditing certificates... 100 | = 486, 539 | 96 473, 500 | 91 | 453, 600 
Answering inquiries 138 | 728, 322 135 720, 900 | 136 724, 100 
Directing and servicing boards of | | 
examiners._... 155 | 1,029,017 | 158 1, 048, 200 158 | 1, 056, 600 
Rendering other ex: ‘amining : services 39 | 283, 008 39 280, 500 | 39 | 282, 700 
Performing medical work | 60 | 426, 333 | 59 420, 800 59 | 424, 200 
Providing veterans Federal e mploy- 
ment service__ 25 218, 201 | 25 209, 600 25 211, 300 
President’s Committee on Govern- 
ment Employment Policy- --- 4 34, 859 4 34, 900 4 | 35, 200 
Total, activity 1. .......s.<... 924 | 5, 383, 421 881 | 5, 213, 000 | 865 5, 172, 000 
Summary workload table 
W orkloads Fiscal | On hand | Received} Processed) Canceled; Remain-| Unit 
year ing cost 
Applications processed z bea 1959 112, 361 926, 385 604, 404 364, 907 69, 435 | $2. 23 
1960 69, 435 745, 514 487, 700 258, 549 68, 700 2. 54 
1961 68, 700 705, 000 467, 900 245, 800 60, 000 2. 63 
Names certified................ 1959 367 1,32 
1960 1.40 
1961 2 1, 40 
Inquiries answered.............-.- 1959 bcuantaiaeasaieas . 40 
I daca seins hin cs seamen scarica Te EY Sci eed dana ae . 40 
1961 | 





Sadia te ale ican | - 40 
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PERSONNEL REQUIREMENTS 


The average number of positions and salary costs for this activity are shown 
in the following table: 


| 1959 actual 1960 authorized | 1961 estimate 
Average Cost Average Cost Average Cost 
POSITIONS | position positl a 
} | , 
Central office. --_- | 322 | $1, 958, 206 321 $1, 044, 800 | 321 $1, 964, 800 
Region offices | 602 3, 425, 215 560 3, 268, 200 ) 3, 207, 200 
| - - -—— = 
Total, activity 1 | 24 383, 421 | 881 5, 213, O06 | St 5, 172, 000 


GENERAL STATEMENT 


The Congress, by the Civil Service Act of 1883, has given to the Commission 
ihe responsibility for developing and operating a merit system for filling Federal] 
jobs. The Commission’s principal objective under a merit system for the public 
service is to meet the employment needs of the Federal service with the best 
qualified of all available persons obtained through open competitive examina- 
tions. This is accomplished through the Commission’s own recruiting and 
examining facilities and those of its boards of examiners located in the various 
agencies. The number and kind of qualified personnel which agencies request 
the Commission to furnish through its own oflices and its boards of examiners 
to meet their personnel need is uncontrollable and widely diverse, ranging from 
laborers to scientists. 

In addition, this activity includes the functions of: (1) Determining the 
physical requirements for positions in the Federal service and providing a posi- 
tive program for the physically handicapped; (2) providing general assistance 
and employment counseling service to veterans and veterans’ organizations in 
connection with the preference rights and benefits prescribed by the Veterans’ 
Preference Act of 1944; and (3) the President’s Committee on Government Em- 
ployment Policy. 

In view of the overall decrease in funds available to the Commission for fiscal 
year 1960, the amount allocated for activity 1 is approximately $170,400 less 
than actual expenditures for 1959. This reduction was accomplished by de 
creasing (1) postal examining work conducted by Commission offices, $116,800; 
(2) all other Commission examining work, $56,200, and (8) other related func- 
tions of the activity, $16,600, totaling $189,600 and an offsetting increase in 
board of examiner supervision work—approximately $19,200. 

Overall funds requested for this activity for fiscal year 1961 are $41,000 less 
than that authorized for fiscal year 1960 and include the net cost of within-grade 
salary advancements. 

Federal employment level._—Total Federal employment on June 30, 1959, was 
2,382,807 which is approximately the same as on June 30, 1958. However, in 
estimating workloads for the Commission it is expected that employment will 
decrease to approximately 2,340,000 during fiscal year 1960 and remain at that 
level during fiscal year 1961. 

Of the total estimated employment for fiscal vears 1960 and 1961, 2,020,000, 
or 86 percent, of the positions will be in the competitive service. These are 
positions which the Commission has the responsibility to keep filled through 
competitive merit principles. 

Hiring needs.—New hires in the competitive service result primarily from 
turnover in the staff engaged on continuing functions of the Government. This 
turnover is caused by resignations, dismissals, retirement, deaths, and other- 
wise. Employees hired as replacements cover a great diversity of occupations 
and will be located in many thousands of Federal installations throughout 
the United States and overseas, 

It is estimated that the new-hire rate for fiscal vears 1960 and 1961 will 
average 15 percent which is the rate experienced for fiscal year 1959. Applying 
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this new-hire rate to the estimated average employment for the competitive 
service results in the following new-hire estimate. 


Fiscal year Fiscal year 
1960 1961 
\yerage employment in competitive service . ? 920,000 | 2 020, 000 
average new hire rate : Ba a iat ia : i ented : ‘ K15% X15% 
Patel WOW MNOS... cso oc cencu does dake ce eeete Sebncicts . 303, 000 303, 000 


Mr. Tuomas. In this activity of “Recruiting and examining” you 
have your biggest bureau and this table tells the tale. You have 865 
employees. 

How many are in the field, and how many are in the central office ? 

Mr. Wiu1aMs. There is a table on page 5, Mr. Chairman, which 
covers that. 

Mr. Tnomas. 321 of them are in the central office, and 544 in the 
field ¢ 

Mr. WitutaAms. Yes, sir. 

Mr. Tuomas. Should more of these people be in the field? That 
is where most of the work is done; is it not ? 

Mr. Jones. Washington, to all intents and purposes, operates as a 
field station for the entire metropolitan area of the District on this 
examining function, Mr. Chairman. We used to have a regional of- 
fice here, but that work is now done out of the central office. 


RECRUITMENT BY BOARDS THROUGHOUT THE GOVERNMENT 


Mr. Tuomas. In your general statement it was brought out that 
about three-fourths of your recruitment is “en by boards throughout 
the Government, and about one-fourth of it is done by the ‘Civil 
Service Commission. 

Of course, for all practical purposes the boards are your agents and 
they carry out your instructions. 

The question was raised as to why the other 20 percent could not be 
carried out by boards, and what is your answer to that query now? 

Mr. Jones. My answer to that query is that I cannot say that more 
of it could not be done. Where we find it can be done, it will be 
moved in that direction with some, I think in the long run, offsetting 
costs. I indicated I did not believe we could ever look to having it 
all done by boards because there are a number of examinations which, 
on a nationwide basis, require one central administration agency to 
handle them. 


HIRINGS IN THE FEDERAL SERVICF 


Mr. Tuomas. How many new hirings are you going to have this 
year out of a total employment in round figures? The total Federal 
employme nt as of June 30, 1959, was 2,382,807. How many were un- 
der the Classification Act ? 

Mr. Jones. A little over 2 million. 

Mr. Tuomas. 2.02 million, or about 86 percent of them. 

How many new hirings will you have in 1961? What is the turn- 
over’ Is it 15 percent? Is that the figure you use this year, and 
which vou used last vear / 
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Mr. Jones. That is the new hire rate. 

Mr. Tuomas. 15 percent of 2,382,807 is what ? 
Mr. Jones. The new hires will be about 303,000. 
Mr. Tuomas. And what is the total cost for this Bureau ? 
Mr. Jones. $5 million, but this is not—— 


Mr. Tuomas. $5,172,000 for activity 1. 


ANSWERING OF INQUIRIES 


Mr. Jones. But this is not all just examining. As I indicated, 
there are other functions that have to be performed here. A very 
sizable amount of this has to do with just plain answering inquiries 
and things of that kind. 

Mr. Tuomas. You have X number of employees going to work ha 
the Navy Department. Would not the Navy Department be in a 
better position to answer specific problems about employment a 
about X jobs than the Commission would be ? 

Mr. Jongs. Except it does not come that way, Mr. Chairman. What 
we get is a very large volume of people who want to know all kinds 
of things about how you get a Federal job, where you apply, what 
kind of examinations are proper, and whom do you see if you want 
to go to the Navy Department. They write us and ask us about 
those matters. 

Mr. Tnomas. Those inquiries are made to the central office rather 
than to the regional offices / 

Mr. Jones. They are very much inclined to be; yes, sir. Plus the 
fact that we also try to help where we can in the terrific volume of 
inquiries to Members of Congress. As you know, we have a staff 
which works on such things for Members of Congres, and it is a very 
busy staff. 


COST TO PLACE A FEDERAL EMPLOYEE 


Mr. Tuomas. It looks like in order to place each Federal employee 
in a job it costs around $17.50 for 1960 and will cost about that same 
figure for the year 1961. 

However, 1 doubt if that tells the whole tale because “Other ob- 
jects” are not added to it, and neither is rental of your various 
offices. 

Mr. Jones. Oh, no. 

Mr. Tuomas. So, a better figure would be what? Would it be $20, 
$22, or $23, or perhaps $25 ? 

Mr. Jones. I have not factored that. I do not know whether Mr. 
Williams has or not. I cannot tell you that, sir. 

Mr. WuutaMs. No, sir. 

Mr. Jones. I think it would be probably in excess of that if you 
counted all of the overhead cost and prorated it as well as the cost 
of various and sundry benefits and the investigations you have to 
make. 

Mr. Tuomas. It would be nearer $30 or $35 ? 

Mr. Jones. No; I think it would be Richer than that. You see, the 
cost of investigations—I do not know how many of these that there 
will be, but somewhere along the line most of them have a checkout 
for suitability, of course, all of them have a checkout before they are 
employed. 
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Activiry 2—INVESTIGATION OF CHARACTER AND FITNESS FOR 















































EMPLOYMENT 
Mr. Tuomas. At this point in the record we shall insert pages 20 
through 24 of the justifications. 
(The pages referred to follow :) 
Comparative summary statement by function 
1959 actual 1960 authorized 1961 estimate 
’ Functions | 
ry | Average Cost Average Cost Average | Cost 
eS positions positions positions 
= | | 
eects —— —_—__—______— |! =a | == | 
Conducting national agency check 
or and inquiry cases (NAC & I)_-_--- 281 | $1,319, 537 275 | $1,285,000 | 275 | $1,295, 400 
Investigating and evaluating suit- | | 
a ability cases resulting from NAC | 
rd Mis 55st 2. Peas sie Joined 106 721, 814 71 | 477,700 83 | 562, 300 
Investigating and evaluating suit- | | | 
ability cases resulting from em- | 
at ployment applications and arrest | | 
records: 
ds Personally investigated cases_... 52 344, 365 | 41 | 273,000 54| 357, 700 
Cases investigated on basis of | 
at record and correspondence - -_- 28 159, 464 28 | 162, 400 | 28 | 163, 7 
t Investigating Veterans’ Preference | 
n ne a 18 132,715 | 18 | 130,200 18 131, 200 
ut Investigating postmaster candidates_| 26 162, 738 26 161, 700 26 | 163, 000 
\ Investigating qualifications of can- | | 
didates for high level positions_-_-_-| 6 38, 554 8 | 52, 800 8 | 53, 200 
Operating civil service investigative | } | 
er ess: oo , ace 100 453, 686 | 100 | 451, 900 111 505, 900 
Evaluating agencies’ security pro- | 
| ties ae ‘ pentinaniiel 6 | 55, 785 5 43, 300 5 | 43, 600 
ie —_ ee —— — a —j- — — — — —— 
of pf 623 | 3,388, 658 | 572 | 3,038, 000 608 3, 276, 000 
| 
ff 
ry Workload and unit costs 
Fiscal Canceled; Remain-| Unit 
W orkloads year | On hand} Received) Processed} or con- ing cost 
| verted } 
| 
ee Conducting national agency check 1959 40, 439 252, 916 248, 349 10, 986 | 34, 020 | $5.31 
and inquiry cases (NAC & I). 1960 34,020 | 252,900 | 242,000 10,920 | 34,000} 5.31 
he 1961 34,000 | 252,900 | 242,000 | 10,900 | 34,000 5. 35 
Investigating and evaluating suit- 1959 2, 038 | 8, 906 | 6, 558 2, 228 2,158 | 110.00 
ability cases resulting from NAC 1960 | 2, 158 8, 000 5, 900 | 2,108 | 2, 150 80. 00 
b- &l 1961 | 2, 150 | 8, 000 6, 900 2,000 | 1,250 | 81.00 
’ Investigating and evaluating suit- | | | | 
us ability cases resulting from em- | 
ployment applications and arrest | 
records: | 
Personally investigated cases__. 1959 925 3,452 2, 821 131 1,425 | 122.00 
) 1960 1, 425 3, 100 3, 000 125 1,400 | 91.00 
s |} 1961 | 1, 400 3,100 | 3, 900 125 475 | 92.00 
Cases investigated on basis of 1959 | 2,377 47, 240 | 44, 613 2, 464 | 2,540; 3.57 
record and correspondence. | 1960 | 2, 540 47, 200 45, 500 2, 400 1,840 | 3.57 
ir. | 1961 1,840 | 47,200 | 45,500 1" 700 1340 | 3.60 
Investigating Veterans’ Preference | 1959 75 1, 526 1, 427 86 | 88 | 93.00 
Act cases. | 1960 88 1, 400 | 1, 400 7 | 81 93. 00 
| 1961 81 1, 400 1, 400 | 4 } 81 94. 00 
Investigating postmaster candi- | 1959 216 1, 720 | 1, 730 | 5 201 | 94.00 
yu dates. 1960 | 201 1,720 1,720 | 1 | 200 | 94.00 
5 1961 | 200 wet Sh eal 2 200 | 95.00 
st Investigating qualifications of can- | 1959 |--..--.--- haat recat TE Aico, ches. Ss | 132.00 
to didates for high level positions, WEES letadneseallaabinsnadan | COP dxcteechentebiestnonce | 132, 00 
BN tb eeeadaad k trae accra sey | CEE Dedamenwapelaeatacmeaes | 133. 00 
Operating civil service investiga- | | 
tive files: 
Searching and filing records....| 1959 83,817 |2,053, 356 |2,058, 642 |.......... 78, 531 . 147 
he 1960 78, 531 12, 053, 400 |2,053, 400 |_..-..-.-- 78, 531 . 147 
| 1961 78, 531 |2,053, 400 |2,053, 400 |.--.--__- 78, 531 . 148 
re Releasing files information - - . _- | 1959 |...---..- aes bi BOT URE inthis Bia wih gee . 288 
Bsn or tesco AA OB | -288 
ut DPR Siciecasoes wa-ne-e-| 147,300 |------. i, Re le 
\ | | | 
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GENERAL STATEMENT 


Investigative work under Executive Order 10450, as amended (security require- 
ments for Government employment ) 

Under Executive Order 10450, the Commission is required to conduct investi- 
gations and perform other services which will enable agencies to comply with 
the provisions of the order. In addition, the information resulting from the 
investigation required under section 3a of the order provides economical and 
effective means of determining the suitability of applicants for, and appointees 
to, Federal positions. These services include the conduct of national ageney 
checks and inquiries, limited suitability investigations when a national ageney 
check and inquiry case develops adverse information, and the maintenance of a 
security investigations index file. In addition, Executive Order 10550, an 
amendment to Executive Order 10450, requires the Commission to establish a 
control file to insure prompt evaluation by the agencies with respect to ful) 
field investigations. 

This workload is not controllable, since it is either specifically required by 
the Executive order or arises as a byproduct. The national agency check and 
inquiry cases arise as a result of appointments to positions in the Federal service, 

Other personal investigations.—The Commission also conducts personal in- 
vestigations in several other types of cases as required by title 5, United States 
Code, Preference of Veterans in Government Employment, section 851, ete. (68 
Stat. 1142}, United States Code (prohibiting payment of annuities to officers 
and employees of the U.S. Government convicted of certain offenses) and the 
Civil Service Rules and Regulations: (1) Appeals from veterans; (2) qualifi 
cation investigations of applicants for top-level positions; (3) candidates for 
postmaster appointment: and (4) other cases arising from applications and 
arrest records. The worklo2d in these functions, also, is largely uncontrollable 

Reduction of funds available for fiscal year 1960.—Funds available for fisea] 
year 1960 represent a decrease of $350,000 from actual 1959 expenditures. In 
order to finance this activity on the reduced amount two alternatives were 
available: (1) Allow backlogs, in two functions, to increase beyond the already 
abnormal level which existed as of June 30, 1959; or (2) revise procedures to 
effective savings. ‘The latter alternative was chosen. Asa result, certain types of 
cases will be referred to the agencies without (other than the normal nationa 
agency check and inquiry) Commission investigative action, more cases will be 
processed by correspondence, and investigative coverage will be reduced in cer 
tain types of cases. These measures result in reduced receipts and unit costs 
in two functions: (1) Investigating and evaluating suitability cases resulting 
from NAC & I, and (2) personally investigated cases resulting from employ 
ment applications and arrest records. 

Increase in funds requested for fiscal year 1961 Funds requested for tiscal 
year 1961 represent an increase of $238,000 over funds authorized for fiscal year 
1960. This increase is necessary to process backlogs which are estimated to he 
earried over from fiscal year 1960 and also covers the net cost of within-grade 
salary advancements. Workload receipt estimates for all functions are identical 
in fiscal years 1960 and 1961. 

Reimbursable full field investigations.—The Commission, under existing public 


laws and Executive orders, conducts full field investigations on a reinibursable 
basis for all agencies except those which conduct their own by special agree- 
ment with the Commission, or by special legislation. A full field investigation 


eonsists of inquiries by personal contact concerning the experience, habits, and 
conduct of an individual to determine his character and reputation, loyalty to 
the United States, and general fitness for employment in a position of critical 
importance from the standpoint of the national security. TI 

are clearly distinct from the less extensive national agency check and inguir 
investigations of persons appointed to nonsensitive positions Responsibility 
for much of the full field investigation work was transferred from the Federal 
Bureau of Investigation to the Commission in 1952 by title 22, United States Code 
1661, Since that time the Commission has been made responsible for an increas 
ing number of these investigations, so that at the present time it is the major 
investigative agency insofar as personnel investigations are concerned. In 1959 
the Commission made approximately one-half of all such investigations in the 
Federal service. No funds are being requested for this work since it is done 
on a reimbursable basis at the request of the agencies and is financed through 
a revolving fund. (Seep. 163.) 


ese investigations 
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PERSONNEL REQUIREMENTS 


The average number of positions and salary costs for this activity are shown 
in the following table: 


1959 actual 1960 authorized | 1961 estimate 


| Average Cost Averag Cost A verage Cost 
} POSITIONS | positions positions 
aeet | | 
Central oflce | 259 | $1, 369, 662 | 258 | $1, 317,300 272 $1, 394, 400 
Regional offices 364 2, 018, 996 314 1, 720, 700 | 336 1, 881, 600 
OSH, QMIVILY. 2... oo cdscnccace 623 E 3, 388, 658 572 | 3, 038, 000 608 3, 276, 000 


— 


Mr. Tuomas. This activity investigates all character and fitness 
aspects for employment and the amount of money involved is $3,276,- 
000 for 1961 as against $3,038,000 for 1960. 


PERSONAL SERVICES 


This activity has 572 employees as against a request for 608 for 
1961. 

Is this investigative work done in the field or in the District of 
Columbia ? 

Mr. Jones. Both, sir. 

Mr. Witur1aMs. There is a table on page 24 of the justifications, Mr. 
Chairman, which breaks that down. 

Mr. Tuomas. We have already inserted that table into the record. 

That table shows that the central office has a request for an average 
of 272 positions in 1961, and the regional offices have a request in the 
amount of 336, 

What do the 272 people in the central office do? 

Mr. Jones. The central office investigative staff, in addition to 
maintaining the central investigative files, do the investigative work 
for the headquarters agencies here in Washington. 

Mr. Wiiirams. One hundred of these people, Mr. Chairman, are 
engaged in the work on the investigative files which are very extensive. 


NUMBER OF NATIONAL AGENCY CHECKS 


Mr. Tuomas. You have several investigations to make. For con- 
ducting your national agency check and inquiry cases, the unit cost 
is about $5.31. 

How many are you going to make this year? You are going to 
have to make a check on each one of the new ones which is hired. 

Mr. Jones. Yes, sir; all new employees. 

Mr. Tuomas. Even though they are changing jobs from one agency 
to another ? 

Mr. Jones. No; where it is a change, they are not made. You get 
about 250,000 new receipts each year. 

Mr. Wititams. There are two categories of nonsensitive cases in 
which we may not make them. One is if the employment is tempo- 
rary, seasonal, or intermittent, the agency may request. to be relieved 
of the requirement for submitting the case for investigation. The 
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other is if you come back into service after having left it within the 
year. 

Mr. Tuomas. You feel you will make 250,000 on an employment of 
300,000 ? 

Mr. Jonas. What percentage of those do you give a field check ? 

Mr. Jones. Limited additional investigation is involved in about 3 
percent. 

Mr. Jonas. And the others are all handled as office routine ? 

Mr. Jones. Yes, sir. If you do not develop any information which 
indicates any 

Mr. Jonas. All you do is send out a questionnaire to two or three 
people in the community ; do you not ? 

Mr. Jones. Well, you make a national agency check. 





NUMBER OF POSTMASTER INVESTIGATIONS 


Mr. Tuomas. You are going to investigate only about 200 post- 
masters in 1961; are you not ? 

Mr. Jongs. No. That is the backlog. We will investigate about 
1,720 candidates. 

Mr. Tuomas. How many did you investigate during the first 6 
months of 1960? 

Mr. Jones. The first 6 months—I do not have that figure, sir. I do 
not know. It is running about par for the course, though. 

Mr. Tuomas. It runs about at a cost of $94 or $95 each; is that 
right? 

Mr. Jones. That is right. This does involve in most. cases, as you 
know, more than just making an inquiry. 


VETERANS’ PREFERENCE ACT CASES 


Mr. THomas. What is the nature of the investigation of Veterans 
Preference Act cases in the amount of 1,400 at a cost of $93 each? 

Mr. Wituiams. These are on appeals cases, Mr. Chi airman, where 
the veteran has appealed a separation or a reduc in rank, and he 
appeals to the Civil Service Commission from the action taken by his 
agency. 

In many of these cases—about two-thirds—we have to make a per- 
sonal investigation of the facts in order to make an intelligent decision 
one way or the other. 

Mr. Tuomas. Such investigation is not for fitness, suitability, or 
anything like that ? 

Mr. Wituiams. No, sir; this involves an appeal from a firing or a 
demotion of an employed veteran where this action has been taken 
by his agency. 

Mr. Tuomas. That is, of course, handled by the Appeals Board? 


NUMBER OF APPEALS CASES 


Mr. Jones. Yes, sir; that is right. 

Mr. Tuomas. How many appeals cases did the Board have in 1959 
and 1960 ¢ 

Mr. Jones. The total or just veterans’ cases ? 

Mr. Witu1aMs. The total appeals work is about 11,000 cases. This 
is all kinds of appeals. 
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Mr. Tuomas. You have 37 employees in that division. 

Mr. Jones. In appeals there are 114 positions. 

Mr. WittraMs. And that appears on page 79. 

Mr. Tuomas. You have 112 against 1147 

Mr. WuuiaMs. Yes, sir. The first item on there represents the 
appeals people who will handle that case. 

Mr. THomas. Yes; there is the 37 figure. 

Mr. WituiAMs. That is right, sir. 

Mr. Tuomas. And the total workload of the Board is what? Is 
- that 1,100 cases a year ¢ 

Mr. Jongs. No 0; about 11,000 or 12,000. 

Mr. Tuomas. It is not that much; is it? 

Mr. Jones. No; not on veterans. The veterans’ appeals cases run 
about 2,500. 

Mr. THomas. It would be about 1,400? 

Mr. Jones. 2,500 on veterans’ cases, and 1,400 on field service cases. 

Mr. Tuomas. This runs up into money ; does it not ? 

Mr. Jonas. May Iask a question right there ? 

Mr. Tuomas. Surely. 


PERCENTAGE OF PERSONNEL WHO APPEAL ADVERSE ACTIONS 


Mr. Jonas. What percentage of people who are subjected to a reduc- 
tion-in-force notice and removal, suspension, or demotion appeal their 
cases? Is it 100 percent? 

Mr. Jones. No, sir. Oh, no. 

Mr. Jonas. What percentage appeal their cases ? 

Mr. Jones. I cannot give you that figure. 

Mr. Irons. I can give you an estimate based upon some facts we 
collected the other day. It would be very substantially less than 20 
percent of people adversely affected who appeal that adverse action 
to the Civil Service Commission, based on our experience in the last 
5months. 

Mr. Jonas. That is not too bad. I thought it was higher than 


that. 





Acriviry 3—INSPECTIONS AND CLASSIFICATION AUDITS 

Mr. Tromas. The next activity is entitled “Inspections and classi- 
fication audits.” This is certainly one of your important functions, 
and T presume you might call this group the eyes and ears of the 
Commission. 

You are asking for an average of 264 positions for 1961 as against 
the same number for last year, and dollarwi ise, the figure is $2,144,000 
against $2,127,000 for 1960. 

We shall insert pages 39, 40, and 41 of the justifications into the 
record at this point. 

(The pages referred to follow :) 


51632—60———45 
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Comparative summary statement by function 


























LL 
1959 actual 1960 authorized 1961 estimate 
Functions aan | = ‘| 
Average Cost Average | Cost Average Cost 
positions positions | positions 
“ = | achalasia ll accom theddi ssiideemaieesiiid 
Inspecting agency personnel oper- | 
ations__-- 249 | $1, 982, 299 252 | $2,019, 100 252 $2, 035, 200 
Administering the incentive awards | 
and training programs... -.- --| 12 104, 775 12 107, 900 | 12 108, 800 
Total, activity 3......-- | 261 2, 087, 074 | 264 | 2,127, 000 | 264 2, 144, 000 
{ | 











PERSONNEL REQUIREMENTS 


The average number of positions and salary costs for this activity are shown 
in the following table. 





——$——— 











| 1959 actual 1960 authorized 1961 estimate 
Average | Cost | A verage Cost | Average | Cost 
| positions | positions | | positions | 
Central office ___- aoa 91] $779,729 | 91 | $783 see | 00 | $782, 400 
Regional offices - ; 170 1, 307, 345 173 , 343, 900 | 174 1, 361, 600 
date echninis Ne iad andl - j— —— 
Total, activity 3............-.| 261 | 2,087,074 | 264 | 2, 127, 000 | 264 2, 144, 000 
| 





GENERAL STATEMENT 


This activity includes the following principal functions: (1) Inspecting 
agency personnel programs; (2) providing guidance, assistance, and advice on 
personnel management matters; (3) promoting and coordinating interagency 
training programs; (4) classifying positions in the three highest grades pro- 
vided for in the Classification Act and positions at similar salary levels pro 
vided by other legislation; (5) classifying hearing examiner positions; and (6) 
administering the incentive awards program. 

Funds requested for the inspection-classification program in fiscal year 1961 
are nedeed to carry out one of the Commission’s most important responsibili- 
ties—enforcing the merit system as prescribed by laws and Executive orders 
through periodic on-the-site inspections of Federal agency personnel opera- 
tion both at headquarters and in field installations. Resources will also be 
used to provide leadership, advice, and assistance to agencies for improvement 
of their personnel programs. The funds available to the “Inspection” activity 
in the past few years have meant that only a minimum number of establish- 
ments could be inspected within a given period of time and that only the most 
critical personnel program areas could be given special emphasis during these 
inspections. During each fiscal year, the selection of establishments for inspec- 
tion and the determination of program areas for special emphasis are made 
with the full realization that inspections of many establishments are neces- 
sarily postponed for future dates and programs of equal importance are neces- 
surily excluded. 

The budget request for fiscal year 1961 will permit maintaining the programs 
of this activity at approximately the same level and scope as authorized for 
the current fiscal year 1960, and includes the net cost of within-grade salary 
advancements estimated to occur during fiscal year 1961. 


Mr. Tuomas. This information shows that your ee is 
broken down into 91 positions in the central office, and 174 in the 
field. 

How often do you audit each one of these agencies ? 

Mr. Jones. On an average, Mr. Chairman, of about once in 3 years. 

Mr. THomas. What is the extent of your audit ? 
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Mr. Jones. Up to date it has been rather spotty. If this agency- 
wide inspection goes through, we will probably be on roughly a 20- 

rcent sample of agencies. 

Mr. Tuomas. It is not 20 percent now; is it? The spot check is 
around 4 or 5 percent of installations; is it not? 

Mr. Jones. That is right. 

Mr. Tuomas. What percentage of error do you find in your spot 
checks ? 

Mr. Wii1AMs. Last year it was about 6 percent, taking all kinds 
of violations into consideration—the classifies ation actions, appoint- 
ment actions, and promotions actions, as well as a great variety of 
things. It was between 6 and 7 percent. 

Mr. Tuomas. If you find a person is doing an acceptable job, or a 

ood job, and there is an error on placing him, perhaps in the wrong 
job classification, what is about about it ? 

Mr. WituiaMs. If it is a wrong classification action, the agency 
is simply required to adjust it. There is no penalty attached to any 
of these things. 

Mr. Tuomas. Do you require the agency to change his job classifi- 
cation ? 

Mr. Witurams. We require them to change the allocation of his 
job if there is not some way that they can, by changing his duties, 
justify the grade they have put the job in. This is the first alterna- 
tive given to the agency and in most cases it actually did not work 
out that way. 

Mr. Jones. It runs in both directions. We find almost as many 
jobs which are underclassified as we find jobs which are overclassified. 
It about balances out. 


Activiry 4—ADMINISTRATION OF THE RETIREMENT SYSTEMS 


Mr. Tuomas. The next activity is the administration of the retire- 
ment systems. At this point in the record, we shall insert the justifi- 
cations on pages 50 through 53. 

(The matter referred to follows:) 


Comparative summary statement by function 











| | 
1959 actual | 1960 authorized 1961 estimate 
Functions | | 
| Average | Cost Average | Cost Average Cost 
| positions | positions | positions | 
. re ca ae joa | —)-————| encima SL a 
Adjudicating annuity and death | 
ai Sica aces asad | 107 $651, 477 107 | $625, 200 | 126 | $740, 800 
Adjudicating refund claims. a 27 136, 179 26 127, 100 28 135, 500 
Reena x claims for deposit - --- 21 | 114, 521 13 | 67, 600 20 108, 700 
Answering inquiries ane 39 244, 211 37 213, 000 39 224, 800 
Maintaining the monthly benefit | | 
payment roll E 34 | 165,093 39 183, 100 43 | 204, 300 
Accounting for retirement fund | | | 
transactions i : 30 | 165, 825 | 31 165, 700 31 167, 100 
Maintaining files of retirement | | 
records. __ 51 | 231, 161 53 217, 400 | 5 | 226, 400 
Conducting actuarial and statistical | 
studies 14 | 87, 936 11 | 73, 900 | 13 | 82, 400 


atvipsicineaaell 


; | Ra - a = a pS 
Total, activity 4___ $23 1, 796, 403 | 317 1, 673, 000 | 355 1, 890, 000 
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Summary workload table 








. ri ’ a 

Workloads Fiscal | On hand | Received) Processed| Canceled; Remain-| Unit 

year | | ing | cost 

} | i | | | 

Adjudicating annuity and death |11959 | 7,882 | 108,736 | 106,858 | 435 9,325 | 1$6.10 
claims. | 1960 9,325 | 97,000 | 93, 300 | 475 12,550] 6.70 
| 1961 | 12,550] 106,700 109, 700 | 550 | 9, 000 | 6. 75 
Adjudicating refund claims ...-| 1959 | 4,197 | 155,092 | 156, 570 j.......... | 2,719 | 87 
1960 | 2,719 | 168,000 TE B00 boncoccuuos | 7,519 78 
| 1961 | 7,519} 168,000 | 172,900 |__-_--___- | 2,619 | 78 
Adjudicating claims for deposit.....| 1959 | 4,111 33, 190 33, 626 | 1, 868 1, 807 | 3.41 
| 1960 1, 807 35,000 | 25, 500 | 1,907 | 9, 400 | 2. 65 
| 1961 9, 400 35,000 | 40,700 | 1, 900 1,800 | 2. 67 
Answering inquiries.............._- 1959 | 2,539 | 238,427 | 237,946 | 348 | 2,672] 1.03 
1960 | 2, 672 217,000 | 214, 500 | 372 4, 800 . 99 
1961 | 4,800 | 223,000 224, 800 | 400 | 2, 600 | 1.00 
Maintaining the monthly benefit 1959 |___. et ne eh baceondent .37 
payment roll. kick chk te ete rata SE ED Atcha ccoteat la iadaele elles . 36 
Sh aoe aa 6 Ot. c. las 37 
Public Law 85-465 death claims_____|_______. | 306} 20,438} 20,672 |.....- = 72 | 2.39 
All other annuity and death claims_|_____._- 7,576 | 88,298 | 86, 186 435 | 9, 253 6.99 


1 Public Law 85-465 death claims. 
GENERAL STATEMENT 


The administration of the Civil Service Retirement Act, the Panama Canal 
Construction Annuity Act, and the Lighthouse Service Widows’ Benefit Act are 
provided for in this activity. Workloads are not controllable because they result 
from the exercise of legal rights by employees, retirees, and other beneficiaries 
under the retirement laws. 

The work performed in administering the Civil Service Retirement Act con- 
sists largely of (1) adjudicating annuity and death claims; (2) adjudicating 
refund claims of former employees for the payment of amounts to their credit 
in the fund; (3) adjudicating claims for deposit covering creditable service for 
retirement purposes; (4) answering inquiries relative to these matters; (5) 
maintaining all necessary accounting and control records to properly administer 
the fiscal activities of the funds (including receipts from employees and Goy- 
ernment contributions, payments to annuitants, survivors, and other claimants, 
and maintaining individual retirement record accounts) ; and (6) conducting 
actuarial and statistical studies. 

The administration of the Panama Canal Construction Annuity Act and the 
Lighthouse Service Widows’ Benefit Act requires the Commission to adjudicate 
and pay claims to persons entitled to benefits under these Acts. 

In fiscal year 1959 workloads and unit costs for the majority of retirement 
functions were affected by the receipt and processing of a large number of death 
claims filed under Public Law 85-465 by pre-1948 widows. This was a one-time 
workload and the bulk of these claims were processed during the first half of 
fiscal year 1959. Consequently, in estimating requirements for fiscal year 1961, 
experience and trends during the latter part of the past year are considered to 
be more appropriate. For regular annuity and death claims, the estimates reflect 
a normal 10 percent annual increase in receipts. 

The 1961 requirements also provide for (1) processing all workloads on a 
current basis, (2) liquidating backlogs carried over from fiscal year 1960 because 
limited funds in the current year are not sufficient to process work on a current 
basis, and (3) the net cost of within-grade salary advancements occurring 
during fiscal year 1961. 

Mr. Tuomas. You have set up a new bureau now, have you not? 
Mr. Jones. Yes, sir. 

Mr. THomas. You are requesting a total of 355 positions in 1961 

as again 317 in 1960. Is all this work done in the field? 
Mr. Jones. No, sir; it is all done in Washington. 

Mr. Tuomas. You have the adjudicating of annuity and death 
claims, adjudicating refund claims, adjudicating claims for deposit, 
answering inquiries, maintaining the monthly benefit payment roll, 
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accounting for retirement fund transactions, maintaining files of re- 
tirement records, and conducting actuarial and statistical studies. 
In the last grouping of conducting actuarial and statistical studies 
ou have a request for 13. tales 
You are going to put them in your health program in this Bureau? 


STAFF FOR THE HEALTH BENEFITS PROGRAM 


Mr. Jones. The new health program is in this bureau. 

Mr. Tuomas. That will increase this employment figure of 355 
up another 100; will it not? 

What isitnow?’ Is it 88 people? 

Mr. Witu1aMs. We estimated that about 59 people will be working 
on the health benefit program in fiscal year 1960. Of course, it is paid 
from a separate fund. 

Mr. Tuomas. How many do you plan to have next year? 

Mr. Wiiur1aMs. 105 for 1961. 

Mr. Tuomas. Where did I get the figure of 88 ? 

Mr. Jones. We used that figure earlier when we were talking about 
this. 

Mr. Tuomas. There is no limitation under the law ? 

Mr. Jones. Not until 1962. 

Mr. Tuomas. That was surely a more or less ineffective way to take 
the funds out of your insurance program for 2 or 3 years and then 
say we will put it back later. 

Mr. Irons. We are required to put it back with interest, you know, 
from the health fund. 

Mr. Tuomas. At this point in the record we will insert the tables 
as well as the narrative which appears on pages 50 through 53 of the 
justifications. 


Activiry 5—DerveLorp1inc ProGRaAMs AND STANDARDS 


Mr. THomas. The next activity is that of developing programs and 
standards. 

You are requesting 181 positions for 1961 as against 171 in 1960. 

The total cost is estimated to be $1,479,000 in 1961 as against 
$1,377,000 in 1960. 

With reference to establishing and maintaining standards, you 
still are writing new standards? 

Mr. Jones. Yes, sir. This isa job which never ends. Some of the 
ones which we thought were in pretty good shape, we have had to 
redo for various reasons. 

Mr. Tromas. We shall insert at this point in the record pages 62 
and 63 of the justifications. 

(The pages referred to follow :) 


GENERAL STATEMENT 


The principal functions of this activity are to provide necessary policy de- 
velopment, standards setting, and research services so that the Civil Service 
Commission can respond to the demands made upon it—demands arising from 
its statutory responsibilities, from Presidential directives, from court decisions, 
from legislative proposals, from Federal departments and employee groups, and 
from other sources. This includes: (1) Providing leadership and guidance in 
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strengthening Federal personnel programs in order to be responsive to changing 
conditions and to improve personnel practices ; (2) maintaining the Commission’, 
system of regulations and instructions by which its programs and policies are 
made effective; (3) establishing and maintaining qualification and classification 
standards, including those needed to establish relative qualifications of employees 
and those needed to classify positions under the Classification Act of 1949; and 
(4) conducting studies to provide selection methods and tests for measuring 
qualifications and to improve such selection devices. 

It is most important to recognize that the resulting personnel programs, in- 
structions, tests, and standards are for the use and guidance of administrators 
and personnel officers throughout the entire governmental personnel system, 
both at home and abroad. The activity is not merely a service to other branches 
of the Commission. 

The Commission is requesting an increase of funds for this activity in the 
amount of $102,000 for fiscal year 1961, in order to (a) develop more comprehen- 
sive studies in the field of pay, (b) to improve the selection, development, and 
training of executives in the upper grades of the career service, and (c) to cover 
the net cost of within-grade promotions occurring that year. 


NARRATIVE JUSTIFICATION 


Providing leadership and guidance in strengthening Federal personnel 
programs 





1959 1960 1961 





i ele ebeldilapecumsenmpiainentb imap enteniseing 44 43 53 
cane techn minniicwall $367, 974 | $369, 400 $463, 200 





This covers the work of: (1) conducting studies, developing plans, and making 
recommendations on policies governing the administration of the Federal per- 
sonnel programs which are under the Commission‘s jurisdiction; (2) preparing 
the Commission’s legislative program; (3) consulting with and advising congres- 
sional and executive officials on major personnel problems; and (4) providing 
leadership and guidance in the development and initiation of personnel programs. 
This staff work is concerned principally with personnel policies and programs 
throughout the Federal service, not just the internal operations of the Com- 
mission. 

The goal of this function is to improve and strengthen Federal personnel man- 
agement, thereby providing (1) a more effective work force for the Federal Gov- 
ernment, and (2) satisfactory conditions of employment for Federal workers, 

The key to successful operation of the widely decentralized personnel programs 
in Federal agencies is timely and practical overall planning. Thorough planning 
provides the only systematic means by which the President, the Congress, and 
the Civil Service Commission can appraise needs and translate solutions into the 
kind of reasonable, flexible action that leads to acceptance and effective perform- 
ance. 


Mr. Wiis. For instance, some for the Post Office Department 
had to be redone on the mail sorting machines. 


SPECIAL PROJECTS 


Mr. Tuomas. We shall insert pages 65-69 of the justifications at 
this point in the record, which has to do with special projects. 
(The pages referred to follow :) 


II. Specrat Proyects 


Although the planning staff necessarily carries on a heavy load of continuing 
or recurring work, its most significant function is of a special-project nature— 
projects concerned with almost every area of public personnel administration, 
especially those of critical concern as the Commission tries to anticipate and 
meet the special needs of the Nation’s largest employer. Largely through these 
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projects, the planning staff must identify major problems, reveal their causes, 
reconcile the conflicting opinions as to their solutions, and recommend practical 
courses of action. Some projects are conducted to determine current facts. This 
may be the case when interested authorities, as a basis for further action, 
require a fuller understanding of existing operations. A few examples will 
reveal the variety of problems included in the project work of this function. 


PROJECTS UNDERWAY IN 1960 


Analyzing the problem of filling “few-of-a-kind” positions to determine what 
simplitied procedures can be utilized. Success in the project will assure more 
effective, though simpler, application of competition and will assure field em- 
ployees in small installations or unique jobs fuller rights and privileges of 
career Status. 

Developing and negotiating with employee organizations on a new appoint- 
ment plan for the postal service designed to eliminate many practices hereto- 
fore causing difficulties both for management and for the career well-being of 
postal clerks and carriers. 

Preparing a handbook of position classification principles, policies, and prac- 
tices for the use of administrative officials, as well as position classifiers, to 
insure better application of the Classification Act. 

Assessing retirement planning and counseling activities in Government and 
industry with a view to their effectiveness and relation to the expanding issues 
regarding the older worker. 

Examining agency practices in consultation between employees and manage- 
ment in order to assist in guiding agencies in this critical area. 

Investigating current employee appraisal practices used in the operations of 
agency merit promotion and performance evaluation programs as a basis for 
recommending improvements. 

Projects are often concerned with urgent matters arising from causes beyond 
the Commission’s control or ability to predict in advance. Listed below are 
three examples of projects carried out since the last budget was prepared, and 
which could not have been predicted even a few months in advance. 

At White House request, coordinating the views of agencies as to the Federal 
personnel implications of Alaskan statehood in order to determine what special 
actions would be required. 

Assisting the House Subcommittee on Civil Service in its study of the scope 
and workings of the merit system operated by the Commission for the recruiting, 
qualification, and selection of Federal employees. This resulted in publication 
and release of the Commission’s report as a committee print. 

Preparing a comprehensive report on employment of older workers in the 
Federal service at the request of the Senate Subcommittee on Problems of the 
Aged and Aging. 

A number of new projects are needed. With the limited resources available 
to this function, however, only a few of the most important ones, such as those 
listed below, can be undertaken. 


PROJECTS PLANNED FOR 1961 


Devising better methods for integrating careers in Washington and the field 
to broaden career opportunities. 

Looking into the possibility of a coordinated entrance examination for white- 
collar jobs not requiring college-level personnel. 

Identifying and developing nonfinancial incentives for civilian career execu- 
tives. 

Developing criteria for evaluating various aspects of agency personnel 
programs. 

Determining whether Government-wide standards of conduct, statutory and/or 
regulatory, are needed, and if so, developing such standards. 

The current minimum level of operations under this function as outlined above 
will continue throughout fiscal year 1961. In addition an increase is requested 
to finance an attack on two serious problems very much in need of special atten- 
tion. Current work in both these subject-matter areas has already more than 
absorbed a fair share of the total resources available for planning. Special 
efforts, therefore, as indicated below cannot reasonably be attempted unless 
additional resources are provided. 
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A. Developing a sounder basis for Federal pay policy 

There are literally hundreds of statutes in effect bearing on the pay of civilian 
employees. The situation is so complex that authorities even disagree as to the 
exact number. The methods used to apply pay rates to given positions differ 
in the extreme between systems, as does the location of authority in setting basie 
rates. Under current systems unskilled laborers can receive more for their work 
than some trained workers in the same area while some supervisors are paid 
less than those they supervise. The taxpayer should have a right to know that 
sound principles are observed in establishing Federal pay relationships. At 
present not even those in authority can identify those principles in any generally 
applicable sense, much less justify them as to equity and economy. Progress 
toward improving this situation can be made with studies such as— 

Identifying general, consistent principles among the many Classification 
and pay plans in the Federal service with a view to their greater coordi- 
nation. 

Determining the need for and feasibility of decreasing or increasing the 
number of grades of the Classification Act. 

Ascertaining and evaluating the trends, in industry and Government gen- 
erally, toward or away from local rates and other geographic differentials, 

Identifying trends in premium pay practices in industry and Government 
generally. 

Analyzing the problems and real effects of moving large groups of posi- 
tions paid on a national scale to a local rate system; for example, to aseer- 
tain and analyze the experience and results of shifting trades and crafts 
positions, formerly under the Classification Act, to prevailing rate schedules, 

Determining the nature of inequities and differences among and as be- 
tween statutory and wage board plans with a view to their reconciliation. 

Developing methods for linking the salary structure of other statutory 
systems (e.g., postal, Foreign Service, VA doctors) to Classification Act 
salary schedules. 

To provide the resources required for expanding program planning in the pay 
area, an increase of $45,000 is requested. 


B. Inaugurating activities to improve the selection, utilization, development, and 
training of career employees in the upper grades 


Within the next 3 years, 40 percent of the executives at top career levels in 
the Government service will be eligible to retire. In some agencies, like the 
Veterans’ Administration, where 36 percent of all key executives are already 
over 61 years of age, the situation is one of serious concern. This is not only 
an agency problem; it is a Government problem which must be solved by a 
coordinated governmentwide effort. 

In a prosperity economy, it is impossible to recruit many qualified persons 
from outside Government for executive positions in the career service. Also, 
business executives seem to look at Government service as a “career detour.” 
Seventy percent of appointees from private industry leave within a year, accord- 
ing to a study conducted by the Harvard Business School Club of Washington, 
D.C. In recent years the Government has been fortunate in capitalizing on 
the skills of many outstanding persons who entered the Federal service during 
depression years, but this “crop” is rapidly thinning out. 

Clearly, the problem of staffing administrative positions in the upper grades 
must be solved by planning toward better selection, utilization, and training of 
career employees at middle and lower grades. 

To aid in combating the effects of the potential shortage of qualified execu- 
tives, another problem should be considered. The average executive in the 
upper grades has 18 years of service but only half of these persons have held 
a position outside the department that originally appointed them. More effec 
tive placement and utilization of executives undoubtedly will require more flexi- 
bility and breadth of experience. 

In the military, general and flag officers are carefully selected and trained 
for key executive positions. Civilian officials at comparable levels must be as 
well prepared. 

A thorough study and practical proposals are urgently needed if the Gov- 
ernment is to meet its pressing executive needs, covering such points as— 

most effective training methods ; 
identification of qualifications for leadership ; 


acquainting promising executives with the governmentwide and interna- 


tional implications of their functions ; 
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kinds of career experiences leading to successful administrators; 
opportunity and machinery for training and reassignment to meet the 
needs of the service; and 
devices for extending improved management practices. 
As a result of its findings in this area, the Commission could inaugurate a 
am to foster more effective development of persons qualified for top career 
tions. Resources to begin the necessary studies and activities will require a 
$45,000 increase for this item. 


NEED TO REVISE STANDARDS 


Mr. Tuomas. Standards written in 1959 are no good in 1960, and 
those which were written in 1960 have had to be torn up and you have 
to get some new ones for 1961? 

Mr. Jones. It does not work quite that fast, but sometimes technol- 
ogy overtakes us pretty fast. 

Mr. Tuomas. A good stenographer is just the same in 1961 as she 
was in 1940, is she not ¢ 

Mr. Jones. Yes; but the standards for her job are not the same in 
1961 as in 1940. 

Mr. Tuomas. What is more important, the standards or the job ? 

Mr. Jones. I think both are important, Mr. Chairman. I think our 
standards should reflect what the practice is in assigning the duties’ 
content of jobs, particularly when standards are prescribed by law, as 
they are. 

Mr. Tuomas. You do not have any law prescribing the duties of a 
stenographer, do you / 

Mr. Jonres. No; but we have a law which says we shall establish 
standards for each class of job covered by the Classification Act. 

Mr. THomas. Once you get a job established, why would it not last 
for 20 years? A typewriter still is a typewriter, and a good shorthand 
operator is a good shorthand operator still. What has changed about 
itin the last 15 or 20 years? 

Mr. Jones. The introduction of new systems of transcription mate- 
rial, for example, have changed the stenographic jobs rather markedly. 
The electric typewriter and dictating machines and so on have 
changed considerably. 

Mr. THomas. W ell, you are going to prescribe the form of electric 
typewriter? Whathas that to do with it ? 

Mr. Jones. Production. It has a lot to do with production. 

Mr. Tuomas. You do not say how much she is going to produce 
during a day. You do not say whether she is going to write 9 letters 
or 19 or 29. 

Mr. Jonas. Will the Chairman yield ? 

Mr. Tuomas. Yes. 

Mr. Jonas. You write standards for FHA and Veterans’ Adminis- 
tration real estate appraisers who have been appraising land all their 
adult. life and know more about it and the values in the local com- 
munity, but they cannot qualify under the standards. 

Mr. Jones. The appraisers series, if my memory does not play me 
false, Congressman, were established—new standards—very largely 
on the basis of the agency requests for the inclusion of certain very 
definite specifications as to what they wanted. 

Mr. THomas. How many new standards were promulgated in fiscal 
year 1959? 
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Mr. Jones. About 50. 
Mr. Tuomas. And it costs $1.8 million to promulgate 50 forms? | 
Mr. Jones. No, sir. 

Mr. Tuomas. $1.4 million ? 

Mr. Wituiams. It was $433,300 in this year. 

It is the third line item in the table on page 61, Mr. Chairman, 


Even here we had some qualification standards in addition to classifi- 
cation standards. 


LEADERSHIP FOR FEDERAL PERSONNEL PROGRAMS 


Mr. Tuomas. Under the heading of “Providing leadership and 
guidance in strengthening the Federal personnel programs,” there is 
a cost of $367,974. 

What are they doing that the “Standards” boys are not doing? 

Mr. Jones. E verything from making pay studies to working on 
training programs. 

Mr. THomas. Pay studies? We have not had a change in that 
Classification Act—very many—in the last 20 years, except a little pay 
increase. 

Mr. Jones. No. 

Mr. Tuomas. What are they studying every year? What they 
learned last year is not good this year? i 

Mr. Jones. We have systems which are completely out of focus, 
Mr. Chairman, and we are doing the best we can within the limita- 
tion of our authority and responsibility to try to keep them tied 
together. We have no jurisdiction over the wage boards, and yet we 
do have to see what is happening in the blue-collar fields in terms 

of what it does to our folks. 

Mr. Tuomas. Is not this limited entirely to the blue-collar field? 

Mr. Jones. No, sir; we have nothing to do with it. 

Mr. Tuomas. What do you do year in and year out? What did 
you do in 1959? 

Mr. Jones. Call attention to all the changes and what we think 
should be done about them; namely, integration of the Federal pay 
system. 

Mr. Tuoomas. What did those 46 people do in 1949 ? 

Mr. Jones. I think that is reasonably well set forth here. 

Mr. Tuomas. I know it is, but when I read those standards, I get 
confused. 





ANALYSIS OF LEGISLATION 


Mr. Jones. Well, among other things, this Office is responsible for 
analyzing and making reports on better than 400 pieces of legislation, 
Mr. Chairman. 

Just to give one concrete example of the kind of things that these 

eople have to do that ties directly into the congressional responsi- 
bilit y—— 

Mr. THom. 1s. You have at least 40 or 50 people analyzing legisla- 
tion? How many people do you have analyzing legislation ? 

Mr. Jones. No; I think we have, if you reduce it to man-years, not 
probably over 1 or 2 man-years. 

Mr. Tuomas. You have more than that. 
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Mr. Jones. It would be a little more than that. 

Mr. Witutams. Including the reports which were filed for the last 
fiscal year there were 7.5 man-years. 

Mr. Tuomas. There were 7.5 man-years last year? 

Mr. Witu1ams. Those people made 118 bill reports. This represents 
analyses of suggested legislation and the preparation of reports for 
the Congress. 

Mr. Jones. That is just about one-third of the pieces of legislation 
they have to review. 

Mr. Tuomas. All right; the Congress changes your rules and regu- 
lations or your statute; can you not dispense with about one-half of 
them in this Bureau ? 

Mr. Jones. I do not think so, sir. 


COST OF LIVING STUDIES 


Mr. Tuomas. Are you constantly making studies ? 

Mr. Jonxs. We have been required by law and Executive order to 
review the entire field of cost-of-living allowances, for example, each 
year in the territories. That takes a certain amount of time. 

Mr. THomas. You have a division whose primary job is to do that; 
do you not? 

Mr. Jones. This has to be done on the basis of an analysis of indi- 
vidual questionnaires to Federal people because Executive order re- 
quires us to make a comparison of the Washington, D.C., cost level 
with others. 


Acriviry 6—APpreLLATE FuncTIONS OF THE COMMISSION 


Mr. Tuomas. The next activity is the appellate functions of the 
Commission and at this point in the record we shall insert pages 79, 
80, and 81 of the justifications. 

(The pages referred to follow :) 


Comparative summary statement by function 





‘an 
1959 actual 1960 authorized | 1961 estimate 























Functions | | 
Average Cost Average Cost Average Cost 

positions positions positions | 

| aie _ | . : 
Veteran (sec. 14) appeal | 35 $239, 224 37 | $246, 500 38 | $262,000 
Reduction-in-force appeals 17 118, 535 | 18 | 124, 100 19 | 132, 000 
Classification appeals 19 148, 949 | 20 | 151, 300 20 | 153, 000 
Suitability appeal | ll 65, 978 li | 63, 500 11 | 64, 000 

Removal, suspension, and demo- | | 
tion (pt. 9) appeals... 8 | 9, 573 | 8 | 59, 500 8 | 60, 000 
Performance rating appeals 3 | 25, 982 3 | 26, 000 3 26, 400 
All other appeals___- ‘ ss 5 | 45, 503 | 5 | 45, 500 5 46, 000 
Prohibited political activity cases_- 9 63, 376 | 10 | 66, 600 10 66, 600 
Total, activity 6.....-..-..--- 107 | 767, 120 112} 783,000 | 114 | 810, 000 
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Summary workload table 

















| | | 
Workloads Fiscal | On hand | Received} Processed! Canceled} Remain-| Unit 
year ing cost 
| 
Veteran (sec. 14) appeals. ...-.-.--..- 1959 317 2, 554 2, 213 235 423 | $108 
1960 423 2, 500 2, 290 230 403 108 
1961 403 2, 500 2, 400 230 273 109 
Reduction-in-force appeals---..---- 1959 401 2, 475 | 1, 922 445 509 62 
1960 509 2, 450 2, 100 400 459 60 
1961 459 2, 450 | 2, 200 400 309 60 
Classification appeals..............- 1959 301 | 1, 696 | 1, 659 105 233 9 
1960 233} 1,650} 1,550 | 100 233 98 
1961 233 | 1, 650 1, 550 100 233 | oR 
Suitability appeals_.....-.........- 1959 215 1, 700 | 1, 831 | 33 150 36 
1960 150 1, 800 1, 765 35 150 36 
1961 150 1, 800 | 1, 765 | 35 150 36 
Removal, suspension, demotion | 
(pt. 9) appeals_-_-..-.-..-- ccnao 1 82 1, 446 1, 298 | 137 93 | 46 
1960 93 1, 440 1, 300 140 93 46 
| 1961 93 1, 440 | 1, 300 | 140 | 93 46 
Performance rating appeals ----.-.-..- | 1959 | 32 202 157 | 20 57 165 
| 1960 57 | 180 160 | 20 | 57 165 
| 1961 | 57 | 180 | 160 | 20 | 57 165 
All other appeals................... | 1950 | 217 | 749 | 762 | 25 | 179 60 
1960 179 | 875 825 | 50 | 179 55 
| 1961 | 179 | 875 825 50 | 179 | 55 
Prohibited political activity cases..| 1959 | 121 | 123 | BOF Niscseaads 97 431 
} 1960 | 97 150 OE ecacnanaanes 92 431 
| 1961 | 92 150 | A i ah 87) 431 
| ! | 





PERSONNEL REQUIREMENTS 


The average number of positions and salary costs for this activity are shown 
in the following table: 








1959 actual 1960 authorized 1961 estimate 
+ aaled wii ot oa 
| Average Cost Average | Cost Average Cost 
positions positions | | positions | 
iiilhaitiaiiniatinglinimaniacniaiaideaineathgerninatss oll anneree Si cceminigage nse semaines Scenes itil naelbtisicaiaill 
| 
ESS 59 | $437, 234 | 65 | $463, 200 | 67 | $485, 000 
Regional offices. .......-.-.- sacabaae 48 329, 886 | 47| 319, 800 | 47| 325, 000 
Total, activity 6............-. 107 | 767, 120 112} 783,000 
| 


114 | 810, 000 


NUMBER OF CASES HANDLED 


Mr. Tuomas. What is the total number of cases handled by the 
appellate function with 114 employees next year, as against 107 in 
1959 and 112 in 1960? 

Do they all sit in the District of Columbia or do you have some 
boards that sit in each of the regional offices ? 

Mr. Jones. We have appeals functions carried on in the regional 
offices. We do not have boards out there, but we have appeals people 
out there. That table is on page 81, sir. 

Mr. Tuomas. There are 65 in the central office, and 47 in your re- 
gional offices ? 

Mr. Jones. Yes, sir. 

Mr. Tuomas. Do they make preliminary findings in your regional 
offices ? 

Mr. Jones. The appeals examiners handle a very substantial volume 
of this work which never comes into Washington at all. In other 
words, once they are through with it, the case is over. It is only 
after it is appealed over the regional findings that it comes in here. 

Mr. Tuomas. You still have about 150 political cases a year? 
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Mr. Jonrs. That is on one of these tables, sir. 

Mr. WitiiaMs. That is page 81. 

Mr. Tuomas. That is right. Add up all those for me. It is not 
added up. 

Mr. Jones. Mr. Williams added it, and I think it is between 11,000 
and 12,000 cases. 

Mr. Witiams. We received 11,044 cases, of which we processed 
9,989. This is all levels of appeal. That covers the variety of 
appeals which you see listed in the table. Over half of these will be 
handled in the field. 


NUMBER OF APPEALS TAKEN TO COURT 


Mr. Tuomas. How many appeals to the courts did you have in 1959 
by virtue of your decisions handed down by your Appellate Section ? 

Mr. Jones. To the courts? 

Mr. WiuuraMs. I do not recall the number. 

Mr. Jones. Leaving out the Hatch Act, I cannot tell you on that 
because those appeals come late, I believe the General Counsel told 
me somewhere between 90 or 100. 

Mr. Tuomas. Appeals of cases to the courts ? 

Mr. Jones. Everything except Hatch Act cases. This last year I 
think we had six Hatch Act cases that got into court. 

Mr. Tuomas. What is your batting average in the courts? 

Mr. Jones. Our average is pretty good. We and the agencies con- 
tinue to take some reversals on procedural grounds. 


NEED FOR LEGISLATION GOVERNING APPEALS 


Mr. Tuomas. Is there not needed for some new legislation govern- 
ing appeals and clarifying your appeals rights, liabilities, and so 
forth? 

Mr. Jones. Mr. Chairman, I would like to make a speech on this 
subject. 

Mr. Tuomas. How about making a speech and put it in the record 
right at this point ? 

Mr. Jones. I would be very glad to. 

I think we do need a new appeals system and a change in many of 
the practices. I think it should constitute a total of four elements: 
(1) An initial appeal at the administrative level within the agency ; 
(2) one appeal from that to the head of the agency; (3) either in the 
initial appeal or in the appeal to the agency head, the establishment 
of an adequate written record of what had taken place in the agency ; 
and then (4) one appeal to the Civil Service Commission. This system 
should be equally applicable to veterans, nonveterans, and the final 
appeal should be taken on the record and not be a de novo proceeding. 
The Commission should be authorized to go behind the record only 
where it appears there has been arbitrary action or caprice, or where 
there is a grossly inadequate record, 

Mr. Tuomas. And, then, that is final ? 

Mr. Jones. That would be final unless someone went to the courts. 
I do not suggest we should have administrative settlements with no 
appeals to the courts, although it is so handled in some cases. Vet- 
erans benefit cases are not appealed to the courts. 
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If this could be done straight across the board, I think we could 
speed up the time and write rules which would be simple. I believe 
we could give a fairer check in both veteran and nonveteran cases than 
they now get, in terms of the amount of time taken. The possibilities 
of errors in procedures in the present system result in a procedural 
morass. 

The language of the Veterans’ Preference Act, the requirement that 
charges be given specifically and in detail, is the chief problem we are 
facing. Specificity and detail are getting to the point where you 
cannot afford to make the slightest error, even in punctuation, or the 
court finds you are procedurally defective. 

Mr. Tuomas. You have to dot every “i” and cross every “t.” They 
lose sight of the merits and it is all whether the procedure has been 
followed. 

Mr. Jones. Actually the impression seems to prevail that the Gov- 
ernment is taking undue advantage of employees in these cases. I do 
not think this is the case at all. The agency regulations particularly 
tend to add a good deal to the difficulty i in this situation because they 
are trying to give the employee more rights than either the Veterans’ 
Preference Act, the Lloyd-La Follette Act, or our regulations. Then 
they get slapped down procedurally and we have a new body of prece- 
dent to overcome. The whole thing has to be simplified. 


Activity 7—ExercuTIveE AND ADMINISTRATIVE SERVICES 


Mr. THomas. Insert pages 90 and 91 in the record on “Executive 
service.” 


(The pages referred to follow :) 


Comparative summary statement by function 

















1959 actual 1960 authorized | 1961 estimate 
Functions 
Average Cost Average | Cost | Average | Cost 
positions positions | | positions | 
Office of the Commissioners--.....-- 21 | $173,341 | 21 | $173, 300 | 21 $174, 000 
Executive direction_......-. Pere 13 104,175 | 13 104, 500 13 | 105, 400 
Legal services_. ad 20 160, 055 20 | 160, 100 | 20 | 161, 500 
Director of man: agement services___- 7 59, 174 | 7 62, 600 7 | 63, 100 
Organization and methods and | | 
Federal employment reporting | | 
IS al EE pd dcdino ape 10 83, 570 | 10 | 84, 900 10 | 85, 600 
Machine tabulating and statistical | 
ek ee ae 17 82, 084 | 17 $2,090 | 17 | 82, 800 
Budget and fiscal services__......... 36 229, 451 37 230, 110 37 232, 000 
Library Services_................---] 11 59, 719 | 12 66, 200 | 12 | 66, 800 
Cinaavine J... as. 108 526, 402 108 526, 300 108 | 530, 800 
a 19 130,170 | 18 122, 900 18 124. 000 
Total, activity 7.......---..-- 262 | i 608, 141 263 | 1,613,000 | 263 | ¢ 626, 000 








GENERAL STATEMENT 


This activity consists of the executive and administrative functions of the 
Commission as performed in its central office and as listed in the table on the 
preceding page. Included are: (1) The overall management and services re- 
quired to facilitate the performance of the operating activities heretofore pre- 
sented; (2) the approval of policy in the formulation of civil service rules and 
regulations; and (3) the recommendation of measures to the President to pro- 
mote the more effectual accomplishment of the objectives of the civil service laws 
and rules. 
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The slight increase in funds requested for this activity for fiscal year 1961 will 
provide for the net cost of within-grade salary advancements of the currently 
authorized staff. 

Mr. Tuomas. Twenty- one people in the Office of the Commissioner. 
What is executive direction ? 

Mr. Jones. Mr. Warren Irons. 

Mr. Tuomas. I thought you had more than 20 lawyers there. 

Mr. Jones. I believe we have. Some are paid out of the Hatch Act. 

Mr. Tuomas. Thirty-seven in budget and fiscal; ; library services, 12; 
personnel services, 18. What covers “office services” with 108? 

Mr. Jones. Files, central files, communications, mailing room, mes- 
senger service, reproduction, purchasing supplies, & equipment, pro- 
curement, space, printing—all basic needs. 





OrnerR Opsects oF EXxPEeNsE 


Mr.THomas. Insert other objects, page 100, in the record. 
(The page referred to follows:) 


Comparative summary statement by objects 











Object classification 1959 actual 1960 author- 1961 estimate 
ized 
DS —Ee ~ ——_—_—__—— $$ — - eee 
| 

a i te | $481, 602 | $472, 000 $521, 000 
03 Transportation of things...........___..-____._____- 73, 896 | 88, 000 | 83, 000 
#4 Communication services_.........._- a 4 532, 528 533, 000 665, 800 
05 Rents and utility services a cecosenabinans ae 85, 961 | 97, 500 97, 500 
#6 Printing and reproduction. _....._- : | 369, 785 402, 000 402, 000 
07 Other contractual services es ae a 206, 810 | 299, 600 444, 600 
8 Supplies and materials.................----- niin ating 250, 448 | 250, 000 250, 000 
0 Equipment-.- a EE 135, 286 | 135, 500 135, 500 
it Contribution to retirement fund. _____- Lihcalleiasisinle abies 1, 039, 227 | 1, 006, 000 1, 032, 000 
13 Refunds, awards, and indemnities \ as ane 10, 779 | DG Oe Bi cicccsenssisie z 
15 Taxes and assessments__-. - : | 1, 686 1, 600 | 1, 600 
Tee Steer Geena. se ee eomeat 3, 278, 008 | 3, 296, 000 | 3, 633, 000 





TRAVEL REQUIREMENTS 


Mr. THomas. Travel goes up to $521,000 this year as against $472,000 
last year. The biggest part of it is in your inspection and classification 
audit program and in your rec ruitment. 

Mr. Jones. There are two major factors there. One is the travel to 
visitthe boards. We try to hit each board at about quarterly intervals. 

Mr. Tuomas. You have ae or four people checking on your agen- 
cies all doing traveling. I don’t know how you can combine them. 
One fellow will do some classification auditing. Another will come in 
and check them on hisexaminations. Then you have your investigator 
coming in as to fitness. 

Mr. Jones. I do not think we can throw them all together unless 
we developed a new kind of employee. 

Mr. Tuomas. He has to know the whole agency, doesn’t he? 

Mr. Jones. And everything we are doing and all of our techniques, 
as well, which is too much to expect of him. We could do it if we make 
them all grade 15. I don’t know about doing that. 

Mr. Tuomas. He would be a bargain, wouldn’t he ? 

Mr. Jones. No; because you will find you would need more of him 
than he was worth. You would be overpaying for some of the func- 
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tions. Many of the functions he would have to do are not paid at 
that level. 

Mr. Tuomas. Other contractual services go up $145,000. This js 
mainly for health insurance? 

Mr. Jonrs. Yes. 

Mr. Tuomas. Supplies and materials remain at $250,000. TI notice 
you set out your other contractual services under 07 on page 113. 

Mr. Tuomas. Communications services, of the $132,800 j increase re- 
quested, approximately $117,000 is due to the increase in postal rates 
and $15,800 due to increase in mail volume resulting primarily from 
increases in the retirement workloads. 


RENTS AND UTILITY SERVICES 


Insert page 109, rents and utilities, in the record. 
(The page referred to follows:) 


05 Rents and utility services 


RR IIIc: sn den bites coals batten eka sh Giada aeaiaaea aba aceed. ob ioeoee bas $85, 961 


Authorized, 1960 
Estimated, 1961 


sense acid ne Se ey 
ee cate cao i eh Pll hea cect sa ets earache —— 

The major portion of these charges are for the rental of card-punching, tabu- 
luting, and other machines as illustrated in the following table: 


1959 actual 1960 1961 
authorized estimated 
Card punching and tabulating equipment $42, 398 $48, 500 | $48, 500 
Electronic computing and test-scoring equipment 29, 453 37, 800 | 37, 800 
Examination rooms and office space 14, 110 11, 200 11, 200 
. ' = eae . ee ee = - 
Potal __-. ; te | 85, 961 97, 500 97, 500 


| 


The card-punching and tabulating equipment is used to provide a centralized 
statistical service to all operating activities. An additional $6,100 has been 
authorized in 1960 to replace some of the older IBM equipment with more up-to- 
date and higher speed equipment. By this method, it was possible to meet ex- 
panding workloads without increasing staff. No increase is being requested in 
1961. 

For the item “Electronic computing and test-scoring equipment,” additional 
funds were allocated in 1960 to provide for the full-year rental of equipment 
used by Retirement Division in the processing of claims for deposit. 

Mr. Tuomas. Examination rooms and office space, $11,200. To 
whom do you pay that rent? Does GSA pick up your tab on that? 

Mr. Jonrs. These would be examination rooms where we rent schools 
or places of that type. 

Mr. Tuomas. What did you spend for that in 1959? 

Mr. Jones. $14,110. 

Mr. Tuomas. Space outside your regular examination rooms? 

Mr. Jonrgs. Yes, sir. 

COST OF PRINTING 


Mr. Tuomas. Printing and binding certainly is a sizable item 
$402,000: the same as last year. What about the official register? . 
How important is it to spend $30,000 a year to publish this each year! 

Mr. Jones. It is not important, in our judgment. 
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Mr. Witi1AMs. This is just the printing cost. There are more costs 
in personal services. 

Mr. Tuomas. How much is that? 

Mr. Witx1ams. About 3 man-years. It includes getting out in- 

structions. In addition the agencies spend money because they have 
to tabulate the lists they report to us. 

Mr. Troomas. There is $40,000 to $50,000 we can save, then. 

Mr. Jones. It would take the repeal of a law unless you ‘knock it out. 
Wouldn’t you be accused of putting in legislation under an appropria- 
tion act ¢ 

Mr. Tuomas. We have been accused of so many things. Then there 
are test questions. 

Mr. Jones. Yes. 

Mr. Tuomas. Do you do that work in the office or does the Printing 
Office do it? 

Mr. Jones. This is the kind of printing done by the GPO. 

Mr. Tuomas. It is an item you cannot control ¢ 

Mr. Wriu1aMs. We supply the test materials for the boards as well 
as in Washington. 

Mr. Tuomas. You cannot control the cost of this printing and 
binding. They send you the bill and you have to pay for it? 

Mr. Jongs. That is right. 


LIMITATION ON ADMINISTRATIVE EXPENSES, LIFE INSURANCE FUND 


Mr. Tuomas. Other contractu: al services, see page 142. How much 
limitation should be in this year’s bill as to 1961 expenditures of the 
life insurance fund ? 

Mr. Jones. $250,000, the same as the current year. The work is 
the same. 

Mr. Tuomas. I think I asked whether you could not absorb this 
cost with your regular force. You did not have new people hired as 
a result of this; did you? 

Mr. Jones. Yes, we did, during the last 3 years. 

Mr. Tuomas. You did not get the law until less than 7 months ago. 

Mr. Jones. This is life insurance. Health benefits are shown on the 
next page. 

Mr. Tuomas. This is your contribution as an agency, then ? 

Mr. Jonss. This is our operating cost. 

Mr. Tuomas. It is one-third and two-thirds ? 

Mr. Jones. That is right—regular program versus beneficial asso- 
ciations. 

Mr. Tuomas. This is your one-third right here ? 

Mr. Jones. That is right. 


REPAIRS, ALTERATIONS, AND MAINTENANCE 


Mr. Tuomas. Repairs, alterations, and maintenance, $72,800. Does 
not General Services pick up that tab? 

Mr. Witi1ams. They do about $36,000. The rest they tell us to 
get done on the outside by private contractors. 


51632—60 46 
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Mr. Tuomas. Repairing and reconditioning of typewriters, calcu- 
lating machines, office equipment. Do you have a quick beoninhoten 
of this $72,800 here? It was $65,000 in 1959. 

Mr. Witurams. I haven’t broken it down. I just know about the 
amount we reimburse to GSA. This is largely building maintenance 
which is about the only thing GSA does for us nowadays. 

Furniture refinishing, machine repairs, and so on, we get done on 
the outside. GSA supplies a general service of contracts. They 


give us a list of approved contractors and we can do business with 
any of them. 


CONTRIBUTIONS TO HEALTH BENEFITS FUND 


Mr. Tuomas. Contributions to employees’ health benefit. How do 
you arrive at a figure of $145,000? 
Mr. Irons. The law provides the Government contribution per 


family as against a single employee. We estimate on the basis of how 
many employees we have. 


Mr. Tuomas. You do not know what plan he will take ? 

Mr. Irons. The Government contributions are a fixed thing. If he 
wants a better plan he has to pay the difference himself. The Gov- 
ernment pays only for so many dollars a month. 

Mr. Tuomas. So the Government’s contribution is fairly well es- 
tablished ? 

Mr. Irons. That is right. 

Mr. Tuomas. If he wants to pick out another plan over and above 
that he pays for it? 

Mr. Irons. That is right. 

Mr. Tuomas. It will doa lot of good; will it not? 

Mr. Irons. We hope so. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. Supplies and materials, $250,000. 

General supplies, $176,000. What is the nature of that—for gen- 
eral office supplies? You have books, periodicals, newspapers, $10,- 
000. That will buy a lot of newspapers; will it not ? 

Mr. Wiui1aMs. These are all subscriptions into our library of pro- 
fessional journals and things our people need. 

Mr. Jones. Not only our own people, but use is made of it by other 
people, too. This is one of the heaviest used special libraries there 
is in the Government service. 

Mr. Tuomas. Who uses it? 

Mr. Jones. Not only our own people but people from other agen- 
cies. Even our friends from the Budget Bureau have had folks work- 
ing in our library getting information. 

Mr. Tuomas. Don’t you get a contribution ? 

Mr. Jones. We use theirs, too, when we come right down to it. It 
is a fair exchange. 

Mr. Tuomas. It is a pretty expensive library. 
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‘ Mr. Irons. It includes railroad and airline guides and things to 
| facilitate the operations of our investigators as they move around 

doing their work. 

8 Mr. Tuomas. You could not reduce it 50 percent and have every- 

8 body happy ! 

Mr. Jones. I for one would be very unhappy. 





















































a sory? v _ ¥t . ‘N _ ro ™, i’ 
y INVESTIGATION OF U.S. Crrizens ror EMPLOYMENT BY 
h INTERNATIONAL ORGANIZATIONS 
Program and financing 
| 1959 actual | 1960 estimate 1961 estimate 
0 am by activities: 
Program by activities: | 
1. Investigations (total program costs)-_.............-.---- $368, 516 | $437, 394 $467, 000 
2. Relation of costs to obligations: 
r Costs financed from obligations of other years (un- 
, paid undelivered orders), net (—)_....-----.- hoc tiniiicabeicaatiinensbaiaheicdcurss I NE Eh tisciternsitpclaibttciein 
Obligations incurred for costs of other years (un- | 
paid undelivered orders), net...-.........-.------ ee jessie occhissaieins anita 
Total program (obligations) -_......- craic times 412, 696 400, 000 467, 000 
e Financing: | 
Unobligated balance no longer available _--.......---.-...-- eons cin snares |-------------- 
F Appropriation (new obligational authority)........-.--.- 450, 000 | 400, 000 | 467, 000 
= 
Object classification 
| 
e 1959 actual | 1960 estimate | 1961 estimate 
Total number of permanent positions. _..............----...-. 5 5 5 
Full-time equivalent of all other positions....._-- inviaiapesnel 1 1 1 
Average number of all employees. -.......-..-..----.-----.---] 6 | 6 6 
Number of employees at end of year. ....-....-.-.----..------] 11 | 12 12 
Rees COG ees ORG GOING ox once nec sce seccecceeessccens 7 2 $6, O81 | 7.3 ; $6, 105 73 =| 5 127 
01 Personal services: T : | ) tk tras oT. 
Permanent positions..............<..... pnandicebleaiaeameld $36, 940 | $38, 504 $38, 701 
Positions other than permanent-..........-.-..-------- 12, 283 13, 000 13, 000 
PETIT DOTOOTIEL SOEVIONS «<0... onneesceunececunsscnsenens 189 396 199 
- ated eereenel BOP VIOOS ... «.<.cconcoccasscacseseesdasss 49, 412 | 51, 900 51, 900 
02 Travel. ie ec ica a carailectins lecaniataiaa dena oan 3, 276 | 3, 400 3, 400 
~ ks Lp RINOIIE RIOR WAIN Se Sind cena crenecaewecnet | 311 | 300 300 
# Printing and reproduction__--_-_- ich caeaers kee ee 159 150 150 
07 Other contractual services _.... ide ede EE ta 889 850 850 
\- Services performed by other agencies___- bebe 355, 962 340, 700 407, 700 
11 Grants, subsidies, and contributions.............-......-- | 2, 413 2, 400 2, 400 
Oe nn I ne no ig ncavdebivsebaeameal 274 | 300 | 300 
r I ie ci Sane a cp badachmenid Sehvcessnie ; 412, 696 | 400, 000 467, 000 
8 ATES BS we Bias - isan 
Mr. Tuomas. $467,000 estimated for 1961 against $400,000 for 1960 
for the investigation of U.S. citizens for employment by international 
‘ organizations. Insert pages 122, 123, and 124. 
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(The pages referred to follow :) 


Investigation of U.S. citizens for employment by international organizations 

















te 
Functions 1959 Actual | 1960 author- | 1961 esti- 
ized | mated 
Ss Pe er art ee 
Federal Bureau of Investigation: | | 
Name checks- ---- wnaned : jmceaapl $1, 471 $1, 400 | $1, 400 
Full field loyalty investigations - --_- eebbeeiwetthineb ete 80, 640 29, 200 | 32, 900 
Subtotal, FBI........---- ee me Ser PE 32, 131 | 30, 600 | 34, 300 
— | ——= 
Civil Service Commission: 
National agency checks. -................- | 2, 855 1, 100 1, 100 
Background investigations_-_-_-......__-- = 320, 975 | 309, 000 | 372, 300 
Loyalty advisory opinions... ---_.---- : ; | 46, 172 48, 200 48, 200 
Analysis of other cases..........-..-- : 10, 563 11, 100 11, 100 
Subtotal, CSC...........- Lee : ies | 380, 565 | 369, 400 | 432, 700 
er Aided eanceneteien a eos eee 412, 696 | 400, 000 467, 000 
Summary workload table 
1959 actual 1960 authorized 1961 estimated 


Workload items | 
Number Cost per | Number| Cost per | Number | Cost per 








of cases unit of cases unit of cases unit 

Federal Bureau of Investigation: 

Name checks... --.-- 1,015 $1. 45 1, 000 $1. 45 1, 000 $1. 45 

Full field loyalty investigations 2 730. 00 40) 739. 00 45 730. 0 
Civil Service Commission: | 

National agency checks- ------ . 278 | 10. 30 | 100 10. 65 100 } 10. 65 

Background investigations-_-____| 931 | 345. 00 | 835 370. 00 | usd, 330. 00 

Loyalty advisory opinions. ----- 129 357. 00 135 | 357.00 | 135 357. 00 

Analysis of other cases._-.-_- 868 | 12. 10 915 | 12. 10 915 12.10 

' ' 


U. 


Ti 


CIVIL SERVICE COMMISSION 


INVESTIGATION OF U.S. CITIZENS FOR EMPLOYMENT BY INTERNATIONAL 
ORGANIZATIONS 


GENERAL STATEMENT 


Executive Order 10422, as amended, sets forth the procedures used for making 
available, to the Secretary General of the United Nations and the executive 
heads of other international organizations of which the U.S. Government is a 
member, certain information concerning U.S. citizens employed, or being con- 
sidered for employment, by such organizations. 

Under the Executive order, investigations are made by the Civil Service Com- 
mission and the Federal Bureau of Investigation. The Commission makes (1) 
background investigations in all cases involving U.S. citizens employed, or being 
considered for employment, for a period exceeding 90 days and (2) checks of 
specified records (national agency checks) for short-term (90 days or less) 
appointees or potential appointees. The Federal Bureau of Investigation makes 
full-field loyalty investigations whenever, during the course of investigations by 
the Civil Service Commission, derogatory information with respect to loyalty is 
revealed. 

The reports of these investigations are forwarded to the International Organi- 
zations Employees Loyalty Board of the Civil Service Commission. The Board 
makes an advisory determination under the standard specified in the order. The 
standard is “* * * whether or not on all the evidence there is a reasonable doubt 
as to the loyalty of the person involved to the Government of the United States.” 
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INTERNATIONAL ORGANIZATIONS FOR WHICH INVESTIGATIONS ARE MADE 


United Nations Secretariat. 
Voluntary program of the United Nations: 
United Nations International Children’s Fund. 
United Nations High Commissioner for Refugees. 
United Nations Korean Reconstruction Agency. 
United Nations Relief and Works Agency for Palestine Refugees in the Near 
East. 
Specialized agencies of the United Nations: 
Food and Agricultural Organization, Rome, Italy. 
International Civil Aviation Organization, Montreal, Canada. 
International Labor Organization, Geneva, Switzerland. 
United Nations Educational, Scientific, and Cultural Organization, Paris, 
France. 
Universal Postal Union, Bern, Switzerland. 
World Health Organization, Geneva, Switzerland. 
World Meteorological Organization, Geneva, Switzerland. 
International Telecommunication Union, Geneva, Switzerland. 
Inter-American organizations: 
Pan American Union, Washington, D.C. 
Pan American Health Organization, Washington, D.C. 
Inter-American Defense Board, Washington, D.C. 
Inter-American Children’s Institute. 
Inter-American Indian Institute, Mexico, Federal District. 
Inter-American Institute of Agricultural Sciences, Turrialba, Costa Rica. 
Pan American Institute of Geography and History, Mexico, Federal District. 
Pan American Railway Congress Association, Buenos Aires, Argentina. 
Postal Union of the Americas and Spain, Montevideo, Uruguay. 
Bilateral commissions: 
International North Pacific Fisheries Commission, Vancouver, British 
Columbia. 
International Pacific Salmon Fisheries Commission, New Westminster, Brit- 
ish Columbia, Canada. 
International Pacific Halibut Commission, Seattle, Wash. 
Multilateral commission : 
Inter-American Tropical Tuna Commission, San Diego, Calif. 
Other international organizations: 
Intergovernmental Committee for European Migration, Geneva, Switzerland. 
The Interparliamentary Union, Geneva, Switzerland. 
Caribbean Commission, Port-of-Spain, Trinidad. 
Intergovernmental Maritime Consultative Organization (in the process of 


organization). 

International Bureau for the Protection of Industrial Property, Bern, 
Switzerland. 

International Bureau of the Permanent Court of Arbitration, The Hague, 
Netherlands. 


International Bureau of Weights and Measures, Sevres, France. 

International Council of Scientific Unions and Associated Unions, Brussels, 
Belgium. 

International Hydrographic Bureau, Monte Carlo, Monaco. 

International Sugar Council, London, England. 

International Whaling Commission, London, England. 

International Wheat Council, London, England. 

International Commission for the Northwest Atlantic Fisheries. 

Permanent International Association of Navigation Congresses, Brussels, 
Belgium. 

South Pacific Commission, Noumea, New Caledonia. 

Central Committee for the Navigation of the Rhine, Strasbourg, France. 

International Cotton Advisory Committee, Washington, D.C. 

International Wool Study Group, London, England. 

Rubber Study Group, London, England. 

General Agreement on Tariff and Trade, Geneva, Switzerland. 

International Monetary Fund, Washington, D.C. 

International Bank for Reconstruction and Development, Washington, D.C. 

International Finance Corporation, Washington, D.C. 

International Atomic Energy Agency, Vienna, Austria. 
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Mr. THomas. What good does it do to go out and investigate al! 
our people when we have no say-so in the final action taken by the 
international organization? You go through your paces. The State 
Department asks you to investigate. You investigate them and you 
do not tell the State Department whether or not to hire him. You 
just give them the facts? 

Mr. Jones. That is right. 

Mr. Tuomas. The State Department then makes its notation and 
sends it to the international organization and the international or- 
ganization can thumb its nose at the State Department, so this thing 
rises. There is an increase in the cost of background anvent gation 
conducted by the Civil Service Commission from $370 to $380 in 1961, 

Mr. Jones. That is correct, sir. 

Mr. Troms. Could we not reduce this about half without creating 
an = al? Do you have any factual information on how many 
people you investigated? You make no recommendations. 

Mr. Jones. Purely factual. 

Mr. Tuomas. Could you not put facts in there so that an ordinarily 
“nlemane person would not think him a proper candidate? Do you 

ow how much employment was granted in spite of your informa- 
tion ? 

Mr. Jones. The international organization will tell you that their 
standards are at least as high as those of the other agencies. 

Mr. Tuomas. That is what they say. 

Mr. Jones. I cannot go behind that because that is what they say. 

Mr. Tuomas. Let us reduce this about 50 percent and see if we 
create a storm-up with the international organizations. 

Mr. Irons. We will get the storm if we do not promptly process the 
cases they refer to us. 

Mr. THomas. Whereabouts on that table does it show the number 
of cases ? 

Mr. Jones. Page 123; 980 background investigations. 

Mr. Tuomas. How many people. do we have employ ed and what is 
the turnover? That is one way of holding down our contribution to 
that tremendously growing bureaucracy, not to make so many investi- 
gations. Perhaps they will not hire so many people. 

Mr. Irons. They will probably hire non-Americans. 


NUMBER OF AMERICANS EMPLOYED BY INTERNATIONAL ORGANIZATIONS 


Mr. Tuomas. How many Americans do they have? 

Mr. Irons. It is just Americans we investigate. 

Mr. Tuomas. How many Americans are employed ? 

Mr. Irons. I do not know. 

Mr. Tuomas. Are these new hires, or what? 

Mr. Irons. Yes, new hires. 

(The following was insisted later.) 

All cases processed, with very few exceptions, are those of U.S. citizens who 
are under consideration for employment by international organizations. The 
exceptions are those persons who are employees of international organizations 
who have since become U.S. citizens. 

Mr. Tuomas. Where are they domiciled ? 

Mr. Jones. All over the United States, territories, overseas, and so 
on. 
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INTERNATIONAL ORGANIZATIONS FOR WHICH INVESTIGATIONS ARE MADE 


Mr. Tuomas. What organizations specifically ? 

Mr. Irons. All the international organizations. 

Mr. Tuomas. Children’s Agency. What else? 

Mr. Irons. I have a whole list here. Would you like to have them 

in the record ? 

a Tuomas. We will insert it in the record following the table on 
e 125. 
“(The information referred to may be found on p. 723.) 


U.8. CITIZENS EMPLOYED BY INTERNATIONAL ORGANIZATIONS 


Mr. Tuomas. Can you bring the table up to date showing the num- 
ber of U.S. employees and the new hires ? 

Mr. JONES. W Ve will try to get the information. 

(The only information av ‘ailable from the Department of State is 
as follows:) 


It will be noted that this is only a partial listing of the international organiza- 
tions listed above. 


U.S. citizens employed by certain international organizations in professional posts 


— 














Profes- U.S 
International organization sional citizens Percentage 
posts employed 

ra ie a al her hinraudes sone alas ip aeinenaiionansainan a ; 1, 270 353 27.79 
ELIE. xntiin ithe imenniietiicies niercltiniins tania stein ma ebohitihy inne il 443 42 9. 48 
hE SE a Ap agate ever elena tedden einer atbetig a agra fae 464 71 15. 30 
ICAO . 157 14 8. 92 
IAEA 140 24 17. 14 
ILO 381 | 25 | 6. 56 
ITU 62 3 4.84 
WHO... 562 | 70 | 12. 45 
IBRD_-. 280 | 127 | 45. 35 
IMF relate tances ma tcadl 238 102 42.4 
een agin e ae seca acc cligliiene-secmsnabeei oer annie 226 99 43.8 
PAHO 2 





imonenan rcs ar er hc ve to ester crn aed claen rsd alent sh 397 112 28. 


Each international organization employs locally recruited personnel. The 
majority of the general service staff are from locally recruited personnel; how- 
ever, this does not preclude the employment of foreign nationals in the general 
service category. In the case of international organizations with headquarters 
located outside the United States, the majority of the locally recruited personnel 
would be non-Americans, The numbers of U.S. citizens employed on the general 
service staffs and under the technical assistance programs are not available. 

Other related information which is available regarding employment of U.S 
citizens in certain international organizations follows: 


United Nations Educational, Scientific, and Cultural Organization Headquarters: 
Paris, France Nationality distribution of staff members as 8 of Oct. 31, 1959 








Country Professional) Percentages Country Professional) Percentagé 
| posts | | | posts | 
a 4 vi - inact 
Le ae 98 | 22.12 || Switzerland___..... aceidl 14 | 3.16 
United Kingdom-_.-- | 68 15.35 || Czec sae an gg 7 | 6 1.35 
United States j 42 9.48 || Hangary._.........s.- 3 | 68 
Spain . pike 17 3. 84 Poland 2 F 
IEE sg trcahanaiten 17 3. 84 Bulgaria I 23 
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Of the remaining 175 internationally recruited staff members, 2 are stateless 
and 173 are from the 47 other member nations, none of which is represented by 
a larger percentage than 2.71 percent. In addition, there are 679 on the general 
service staff. The nationality distribution of this staff is not available. 


Food and Agriculture Organization, Headquarters, Rome, Italy—Nationality 
distribution of staff members as of Oct. 31, 1959 





| 
| 








\| 
Country Professional) Percentage Country Professional) Percentage 
posts posts 
sgl aie \|— = | caiedte 2a 
United States___._......-. 71 15.30 |} Germany................- | 25 5. 39 
United Kingdom._-_-_.__-. 68 | 14.65 || Spain nietita Make aaaeon 21 | 4. 53 
ha 45 | 9. 70 Poland.-_...... ee 2} .43 
Pe eric bin ccetupnan 31 6. 68 


i i 


NS 


Of the remaining 201 internationally recruited staff members, 5 are stateless 
and 196 are from the 46 other member nations, none of which is represented by 
a larger percentage than 3.88 percent, in addition, there are 921 general service 
staff employed at headquarters and in regional offices. 


International Civil Aviation Organization, headquarters, Montreal, Canada— 
Nationality distribution of staff members as of Oct. 31, 1959 








| | 
Country Professional] Percentages |} Country | Professional) Percentages 
posts i} posts 
Canada eae 26 | 16.56 || Spain s 5. 09 
ek 24 | 15.28 || India_.- ; 5 3.18 
United Kingdom_-_-_____-- 20 | 12.74 || Netherlands 5 3. 18 
United States Sameiacwalal 14 | 8.92 || Poland 1 64 


Of the remaining 54 internationally recruited staff members, 1 is stateless 
and 53 are from the 30 other member nations, none of which is represented by 
a larger percentage than 3.18 percent. In addition, there are 265 general service 
staff and 95 technical assistance staff members. The nationality distribution of 
these staffs is not available. 


International Labor Orqanization He adquarters: Geneva, Switzerland—Nationality 
distribution of staff members as of Oct. 31, 1959 





Country | Professional) Percentage || Country Professional) Percentage 
posts | posts 


United Kingdom____.__- | 


| 


_ 


63 OS ee ee 13 3.41 
nda | 60 SO ET UR cen ewe mannan 7 | 1.84 
Switzerland. __.._........ 38 9.97 || Bulgaria... dodiduedl 1 6 
United States__........-- 25 6. 56 || Ozechoslovakia -.....-..-} 1} -% 
| 14 BE i articoathis oonstinn ection: 1 | . 26 
NI cere ie ncaa | 13 | 3. 41 | 
| 





Of the remaining 145 internationally recruited staff members, 3 are stateless 
and 142 are from the 48 other member nations, none of which is represented by 
a larger percentage than 2.63 percent. In addition, there are 346 general service 
staff employees and 208 employees paid from ETAP funds. 


International Telecommunication Union Headquarters, Geneva, Switzerland 
Nationality distribution of staff members as of Oct. 31, 1959 





| i} 
Country | Prot ssional| Percentages Country Professional| Percentages 
| posts | i posts 
tac Sibi ilnessdscaicscll aieacincsoe piss aaialhnenneicansetes intact a SS eal 
RRM sag saceresnsenc} 17 | | 3 | 4.84 
United Kingdom..-_------ | 16 25.81 || United States_...._-- a 3 4. 84 
PEs cculbcesnwuaubeemets 4 6.45 || U.S.S.R_.. 1 | 1. 61 
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Of the remaining 18 internationally recruited staff members, 2 are stateless 
and 16 are from the 12 other member nations, none of which is represented by 
a larger percentage than 3.23 percent. In addition, there are 192 general service 
staff employees and 24 financed from ETAP funds. 


World Health Organization Headquarters, Geneva, Switzerland—Nationality distri- 
bution of staff members as of Oct. 31, 1959 


— 

















| | | 
Country | Professional) Percentage | Country |Professional| Percentage 
| posts | posts 
United Kingdom........- 118 ia) | 16 | 2. 85 
United States. _......- sabah 70 | 13.45 || Netoeriemds:............. 15 2. 67 
Switzerland............-- | 42 | 267 Uh UBB Ro. s.ncccenwecr noon 4 | 71 
pr ae | 31 Be ar GIRS 2 toc ceccenueik dns 1 .18 
OER... os ccnnnncsass 27 4.80 || Czechoslovakia..........- 3 . 53 
I a, cs emadanstedd 19 ee Tl REE. 5. cencacmenusuns 1 .18 
EE cre pusinoananoe 18 BEY WP Es do Siti ecteescncecens 6 1.07 








Of the remaining 191 internationally recruited staff members from the 42 
other member nations, there are not more than 13 or 2.31 percent from any one 
member nation. In addition, there are 655 general service staff members and 
545 who are financed from technical assistance and malaria eradication funds 
These figures do not include 75 language specialists. The nationality distribu- 


Or 


tion of these 1,275 employees is not available. 


Mr. Tuomas. It is costing almost a half million dollars a year and 
we are entitled to know something about it. 
Mr. Jones. There is a monthly tabulation on our investigations. 


SALARY SCALES IN INTERNATIONAL ORGANIZATIONS 


Mr. Tuomas. What is the grade of salaries paid in these organiza- 
tions comparable to the civil service grades? Do you have any infor- 
mation on that? 

Mr. Jones. Not now. They have special arrangements on their al- 
lowances and taxes. 

(The following information was submitted for the record:) 


Salary scale 











United Nations, | United States, 
grade and net salary | grade and salary 
Title a a 

| | | 
Grade Base | Maximum} Grade Base | Maximum 
nN RU i scale ep emnene U $15, 000 |.....-.-- GS-17 | $15, 375 $16, 335 
Director _- Bi are itisciminia sg etdiee detesidnn Bsc Scoot D-2 12, 500 |_.- GS-15 12, 770 13, 970 
I i a D-1 | 10,000 $12,000 | GS-13 9, 890 11, 810 

Professional category: | | 
Tee ceusie imam P-5 8, 750 11,000 | GS-12 8,330 | 10, 250 
| enti e aEEIEESES  Be eees P-4 7, 300 | 9,500 | GS-11 7, 030 8, 950 
ae a ee P-3 6, 000 8,000 | GS-9 | 5,985 7, 335 
I oo een iain wompemet P-2 4, 800 6,400 | GS-7 | 4,980 6, 330 
Assistant officer -_- chenegeauieaoupeenast Ee a mee 5,000 | GS-4 | 3,755 | 4,610 

General service category: 
ae }G-5 | 4,400 | 6,540 | GS-6 4, 490 5, 840 
Senior- ) EE oh saan Ke oink nab GH 3, 730 | 5,130 | GS-4 3, 755 | 4, 610 
TS BE eee ae | G-3 3, 310 | 4,270 | GS-2 3, 255 4,110 
Sid ceicacdcsucecsebounteundsuncss) Gree 2, 850 3, 730 | GS-1 2, 960 3, 815 
aot) re | 2,500 3, 310 BS Dhak hn tcl ite esas 

| 




















The above represents the grade and net salary rate of the United Nations. 
Other international organizations have adopted this scheme with few deviations, 
such as FAO, ICAO, ILO, WHO, WMO, and UNESCO. Figures revised as of 
August 14, 1959. 
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United Nations employees fall into two categories for assignment purposes: 
(1) fixed-term contract employees who serve with the organization generally for 
only 2 years; and (2) permanent contract employees who serve over a period 
of years in one place or locality. 


Mr. Tuomas. Do you have any information on how m: ny people 
are hired regardless of the factual information presented in the re- 
port which would indicate to a prudent person that the person you 
investigated was not suitable for this particular job he was seeking? 

Mr. JONES. I was told this in the Budget Bureau and cannot speak 
from the Civil Service point of view. I was told a couple years ago 
by a representative of the Office of the Secretariat of the United 
Nations that they had not hired a single person in the preceding 12 
months on whom there was adverse information developed by an 
investigation. 


CASES PROCESSED AND SERIOUS INFORMATION 


Mr. Tuomas. Out of your investigations in 1959, for example, 868, 
how many of those had some really serious investigation? I am not 
talking about anything trivial but I refer to something serious. 

(The information requested is as follows :) 


CASES PROCESSED AND SERIOUS INFORMATION 


997 cases were processed by the International Organizations Employees 
Loyalty Board in fiscal year 1959. 

129 cases of loyalty advisory opinion category contained serious derogatory 
loyalty information. 

In 15 of these cases, interrogatories were issued to the persons involved. 

868 cases—analysis of other cases category—contained minor or no deroga- 
tory loyalty information. 

Thirty-eight of the cases in this category were accompanied with reports of 
unfavorable suitability information, other than loyalty without evaluation or 
recommendation. 

Sixteen cases in addition to the above processed cases were canceled because 
of withdrawal by the persons involved or at the request of the international 
organization. 

Three of these cases were discontinued after the persons involved had failed 
to reply to interrogatories, and one other after a hearing had been held with 
the person under consideration. 

Fifty investigations were discontinued before the cases were processed by 
the International Organizations Employees Loyalty Board because of with- 
drawal of the person involved or at the request of the international organiza- 
tion—in some instances because of advance derogatory information relating 
to the applicant. 

Since the effective date of Executive Order 10459, June 2, 1953, no U.S. citizen 
has been hired by the United Nations—or by any other international organiza- 
tion—after an adverse determination by the International Organizations Em- 
ployees Loyalty Board. 

It is known to the Board that in a great many instances, individuals have not 
been employed by international organizations after suitability information, 
other than loyalty, has been furnished, but exact figures are not available. It 
has been the policy of our Government not to request this information from an 
international organization, for to do so might imply that we were subrogating 
the standards of the U.S. Government for the standards and regulations gov- 
erning the conduct of employees of international organizations, which would 
be in violation of the various charters. 


Mr. Wuu1ams. I have some figures which go back from the begin- 
ning of the program in 1953. The Board has handled 8,900 cases in 
toto; 6,600 are clear; 1,600 developed some information highlighted in 
the report. 
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Mr. Tuomas. What do you mean by the Board ? 

Mr. Wuu1aMs. The International Organizations Employees Loy- 
alty Board. This is the Board which reviews the investigations we 
make and prepares the advisory opinion to the Secretary of State. In 
other words, they review the report of the inv estigations. 

Mr. Tuomas. That is purely a Federal organization or is it a United 
Nations organization ? 

Mr. WittiaMs. Set up in the same Executive order which estab- 
lished the whole program. 

Mr. Tuomas. What are the figures? How many wereclear? 

Mr. Wiriu1aMs. 6,600 reports were completely cleared; 1,600 had 
some loyalty information highlighted in the report; 380 cases had 
nonloyalty derogatory information. 

Mr. THomas. How many were hired? That is the test. 

Mr. Wituiams. We do not know. 

Mr. Tuomas. That is the important thing, is it not? 

Mr. Wiu1ams. We do not get reports back because the program 
does not provide this. We are called on to do a job which has nothing 
to do with the actual hiring of the inviduals. 


Annuities Unper Spectat Acrs 


Program and financing 


| | 
1959 actual | 1960 estimate | 1961 estimate 
aes 
} 
Program by activities: : | 
1. To employees engaged in construction of the Panama | 
| 








et ee 2 aie aieisiemanenael | $2,055, 409 $2, 043, 500 $1, 906, 000 

2 To ) widows of former e employer es of the Lighthouse Serv- 
Staal c2-s nares aeaieieaehig ain cetacean al ak iecsekebech dicks decdeaidpkacasdacipteetictaeriilicieigb aul, 333 406, 500 410, 000 
Total program (costs—obligations) (object class 12) | 2, 46 6, 742 | 2 150, 000 2, 316, 000 
nancing: Unobligated balance no longer available_....-..--- 103, ; DE dscintahiciahtidigrnttambiamsee cua 
Appropriation (new obligational authority) -.........-..-.- 2, 570, 000 | 2, 450, 000 | 2, 316, 000 





Mr. Tuomas. Insert pages 128, 129, and 130 showing Panama Canal 
. 
employees and former employ ees of the Lighthouse Service. 
(The information referred to follows :) 


ANNUITIES UNDER SPECIAL ACTS 


The estimated requirements for fiscal year 1961 for payments under the 
Panama Canal Construction Act, 48 U.S.C. 1373a, May 29, 1944, as amended, 
and to widows of former employees of the Lighthouse Service as provided in 
33 U.S.C. 771-775, August 19, 1950, are as follows: 


I a nial sani see $2, 570, 000 
aes his eran no eabennns 2, 450, 000 
Neen ee en nen ae cbs eis noenienreinen asiaseiremvcdimsniamiins 2, 316, 000 
Decrease from 1960_______ a aca eS 134, 000 


Funds needed in fiscal year 1961 are for the continuation of annuities au- 
thorized. New claims under the Panama Canal Construction Act, which was 
originally enacted in 1944, continue to be received each year, and are expected 
in 1961. Claims from widows of former employees of the Lighthouse Service 
have increased in recent years, resulting in a slight increase in the number on 
that roll. 

The decrease of $134,000 from the 1960 appropriation is primarily due to the 
anticipated drops for death which will more than offset additions to the annuity 
roll of the Panama Canal construction employees. 
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The table below reflects the distribution of funds requested for fiscal year 
1961. More detailed statements on the following pages indicate the basis of 
the estimated requirements for this appropriation. 








| <Appro- | Appro- Requested, 
priated, priated, 1961 
1959 ! 1960 
Panama Canal construction employees. --...............------ $2, 175, 000 $2, 043, 500 $1, 906, 000 
Lighthouse Service widows-.............-- snuninniaeinainos Sel 395, 000 406, 500 410, 000 
Fal lhl ain ahead ee 2, 570, 000 2, 450, 000 2, 316, 000 


1 Includes supplemental. 


Statement of funds required to finance payments to Panama Canal construction 
annuitants for the fiscal years 1960 and 1961 





| Funds required 
Annual |{_ 
| 











Number rate i. POUL tea 
| Fiscal year Fiscal year 
1960 196] 
ce Por Ore tee ae een 
Annuity roll as of July 1, 1959___- pitino. 2, 150 | 1$900 | $1,935,000 | $1, 935, 000 
Anticipated additions fiscal year 1960 retroactive to | | 
May 29, 1944 (13 additions<X$900 average | 
annuity X16.08 years) 2.........._- i re aa leah data 188, 100 | 
Funds required to finance these additions in fiscal 
NU itch talline este identhedbhcded 13 900 11,700 
tte tia ras bana ahh Die cian abies ts | Ee Fenn acca -| 2, 123, 100 | 1, 946, 700 
450 79, 600 | 
. ath 3 77 =| , === . 
Less drops fiscal year 1960 for death #__............- | 177 906 ; : 150. 300 
Funds required for fiscal year 1960__..._.__._- ene 2, 043, 500 1, 787, 400 
Anticipated additions fiscal year 1961 retroactive to | | 
May 29, 1944 (13 additionsX$900 average | 
Ny ee noon woesioumnal es Sane 199, 800 
iil | OF nrene Be oe 1, 987, 200 
Less drops fiscal year 1961 for death. ..........._- 180 450 31, 000 
Funds required for fiscal year 1961.......__- 1, 819 einen, ion 1, 906, 200 





1 The $900 average annuity is computed from the total annuity roll on July 1, 1959 

2 The retroactive date refers to the effective date of the act providing such annuities and is the date from 
which retroactive benefits are computed. The third figure in the formula refers to the number of years’ 
retroactive benefits to which new additions to the roll are entitled 

3 Rate of $450 (annual rate of $900 for 4 year) used in computing amount of reduction in the roll for fiscal 
year 1960 and full rate of $900 used in refiecting this reduction in the roll for fiscal year 1961 requirements, 


St 
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Statement of funds required to finance benefit payments to widows of former employees 
of the Lighthouse Service for the fiscal years 1960 and 1961 




















| 
| | Funds required 
} Annual |___ 
Number | rate 
Fiseal year | Fiscal year 
| 1960 96 
Annuity roll as of July 1, 1959______- wil 437 | $900 $393, 300 $393, 300 
‘Anticipated additions fiscal year 1960 retroactive to 
Sept. 1, 1950! (2 additions X$600 annual rateX | 
7.683 years plus 2 additions X$900 annual rateX | | 
UMM ME Lt Serio ee vt eo es TO cise LY 5 fers oie mea Cw te A. 
Funds required to finance these additions in fiscal | 
year 1961__- z 2 | SOO hh a sonttilan 1, 800 
Other (those not entitled to retroactive benefits) a 15 { 450 | OR he Sei sean: 
rt OE Feces ceccomes 13, 500 
———_ — — —-| — -_ CF 
Subtotal. .___- oahichh datamming A wcll tence ten 413, 250 408, 600 
Less drops fiscal year 1960 for death 3__..__________- 15 { 450 Gyre los cde dies 
; OP Ciiciiveeccci 13, 500 
Funds required for fiscal year 1960_._......________- eae 406, 500 395, 100 
Anticipated additions fiscal year 1961 retroactive to | 
Sept. 1, 1950! (2 additions X$600 annual rateX 
7.583 years plus to additions X$900 annual rate X 
3.25 years) 3.......-. BM iancckbikees ives semreesinias 15, 000 
Other (those not entitled to retroactive benefits) __ 15 G0 hoc ccevaseanded 6, 750 
asco caas a ieee abana abicdastaigsilieaeinindhantonis he | Sabaehimmacearmestae 416, 850 
Less drops fiscal year 1961 for death. _.____- eee | 15 | AS: es 6, 750 
Funds required for fiscal year 1961_..........- NE etiatiecacnnnsinn ard 410, 100 








1 The retroactive date refers to the effective date of the act providing such annuities and is the date from 
which retroactive benefits are computed. 

* The annual rate of $600 was applied for the period Sept. 1, 1950, to Mar. 31, 1958, and the annual rate of 
$900 was applied for the period commencing Apr. 1, 1958, and subsequent thereto in accordance with Public 
Law 85-351, approved Mar. 28, 1958. The 3d figure in the formula refers to the number of years’ retroactive 
benefits to which new additions to the roll are entitled. 

3 Rate of $450 (annual rate of $900 for 44 year) used in computing amount of increase and reduction, respec- 
tively, in roll for fiscal year 1960 and full rate of $900 used in refiecting this increase and reduction in roll for 
fiscal year 1961 requirements. 


Mr. THomas. The Panama Construction Act numbers are going 
down and the numbers are increasing in the Lighthouse Service. You 
had $2,570,000 in 1959 and $2,450,000 for 1960. It goes down to 
$2,316,000 for 1961, a decrease of $134,000. 

This table shows Panama Canal from $2,043,500 to $1,906,000. 

Lighthouse Service widows shows $406,500 to $410,000. 

What is the unexpended balance for the first. 6 months of 1960 for 
the two programs? 

Mr. Witi1ams. We spent 4714 percent. 

Mr. Tuomas. What do you estimate the unobligated balance to be 
at the end of the year for 1960? 

Mr. WiuuiaMs. If it continues at the same rate there will be about 
a 5 percent underspending in toto. 

Mr. Tuomas. $100,000? 

Mr. Wiiu1aMs. Yes, approximately $100,000 to $125,000. 
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PayMENT TO THE Crvit SeRvICE RETIREMENT AND D1sABiLiry Funp 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 














Program by activities: Payment of Government share of re- 
tirement (total costs—obligations) (object class 11)..-.-.....-|-----.--------]------------- 


; $46, 329, 000 
Financing: Appropriation (new obligational authority) - ~~~ --- se saunkininedibsisskasianaiimalllt einen seca 


46, 329, 000 








Mr. Tuomas. Payment to the civil service retirement and disability 
fund is next. How much are we bankrupt now—$27.5 billion ? 

Mr. Jones. That is roughly correct, sir. 

Mr. Tuomas. Insert pages 132 through 136. 

(The information referred to follows :) 


Payment to civil service retirement and disability fund 


RIT csc ct sin sarachescniestn niece dda bommnaoonaed f 
I acai as stncnsbiont ea oendlont ome oo oeaen ahaa eaelaoain 0 
I a al ee $46, 329, 000 
nner -cOPUITIIE TE CONDON INNINE WOOO "en tinea cian +46, 329, 000 


GENERAL STATEMENT 


Section 17(e) of Public Law 854, 84th Congress (H.R. 7619) approved July 31, 
1956, directs that “the Commission shall submit estimates of the appropriations 
necessary to finance the fund on a normal cost-plus-interest basis and to con- 
tinue this act in full force and effect.” Employing agencies contribute, from 
their appropriations, amounts equal to the sums withheld from the salaries of 
their employees at the deduction rate of 6% percent of basic salary. These 
agency contributions are less than the Government’s total retirement cost on 
a normal-cost-plus-interest basis. The difference is developed in this submission. 

For 1957 and prior years the appropriation under this heading was the means 
of making the Government’s payment to the retirement fund. As indicated 
above, legislation enacted in the last session of the 84th Congress requires that 
agencies pay to the fund an amount equal to deductions from employees’ sal- 
aries, beginning in July 1957. It is estimated that such contributions during the 
fiscal year 1961 will amount to $721,760,000. Since the total of these payments 
is estimated to be greater than amounts heretofore provided through this ap- 


FOF 


propriation ($525 million in 1957), no additional appropriation for Government- 
wide payment, is requested for fiscal year 1961. 

Public Law 85-465, effective August 1, 1958, increased annuities of retired 
employees and survivors whose benefits were based on services terminated before 
October 1, 1956, and provided annuities to certain widows and widowers whose 
spouses had died, either in service or after retirement, prior to February 29. 
1948. This act requires the termination of annuities and increases in annuities 
provided therein for each fiscal year beginning on or after July 1, 1960, for 
which an appropriation shall not have been made to cover the cost of such 
benefits in that fiscal year. The request for $46,329,000 is the estimated amount 
required to continue these benefits through the 1961 fiscal year. 


ESTIMATES ON A NORMAL COST PLUS INTEREST BASIS 


Periodic actuarial valuations are necessary for the determination of the nor- 
mal cost and the unfunded liability, or deficiency. On June 15, 1959, the Board 
of Actuaries of the civil service retirement system submitted a special report 
summarizing the results of a valuation as of June 30, 1958. Copies of this report 
have been furnished the interested congressional committees and the Burean 
of the Budget. The new valuation produced a minor increase in the estimated 
normal cost, and a significant increase in the estimated deficiency. 
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COMPUTATION OF NORMAL COST 


The Board of Actuaries estimates that the normal cost of the benefit provi- 
sions as amended by Public Law 854 is 13.83 percent. With employees paying 
6.50 percent, this leave a Government normal cost of 7.33 percent. In arriving 
at the estimated amount of the Government’s normal cost, this percentage is 
multiplied by the total salaries of employees covered by the Retirement Act. 

The census of active employees compiled for the Board’s valuation showed 
coverage of 2,105,740 employees with total annual salaries of $11,104 million. 
For purposes of the normal cost estimate, the payroll is assumed at this level 
in fiscal year 1961. 

The following table shows the factors considered in estimating the normal 
cost : 


1. Average number of covered employees_____--_-___--___- 2, 105, 740 
> Avorage. annual basic salary 2 en ce $5, 273 
3. Estimated total salaries of covered employees____._________ $11, 104, 000, 000 
4. Government’s normal cost (7.33 percent of payroll—fiscal year 

ID tic eraateenccsitniigienhmrehudoincosepedend aoa aaa eaom aaah tae $813, 923, 000 


COMPUTATION OF INTEREST ON THE DEFICIENCY 


The Board of Actuaries estimates that the deficiency amounted to $27,451 
million’ as of June 30, 1958. Since there were no direct appropriations to the 
fund for the fiscal years 1959 and 1960, the deficiency will increase by interest 
thereon and by the excess of the Government’s normal cost over contributions 
by agencies at the rate of 6.50 percent of salaries of their covered employees. 
Interest on this excess must also be included, since the normal cost is assumed 
to be paid continuously throughout the year, rather than at the end of the year. 

The deficiency will also increase because the fund earns interest at a rate 
lower than 3 percent. The Board’s estimates of the normal cost and the deficiency 
are predicated on the assumption that the fund will earn 3 percent over the 
long-term future. Current deviations from that rate are treated as adjustments 
of the deficiency. The alternative—a lower rate in the normal cost and de- 
ficiency calculations—would result in substantially increased retirement cost 
estimates. 

The following table shows the factors used in estimating interest on the de- 
ficiency for fiscal years 1959 and 1960. 





; Se 
Fiscal year 1959 | Fiscal year 1960 


| 
1. Deficiency at: | 





June 30, 1958 ee ee She alate eee Goel $27, 451, 000, 000 . 
PR, Wei dd a beter ccusiss ss ae a ct ee | ......| $28, 362, 989, 000 
2. Government’s normal cost (7.33 percent of estimated annual payroll | 
of $11,104,000,000 . ~ . tees 813, 923, 000 813, 923, 000 
3. Agency contributions (64% percent of estimated annual payroll of 
$11,104,000,000 “ ade sos aan cd cashed naa ekeekdiek 721, 760, 000 | 721, 760, 000 
‘ epiaes ‘ 
4. Excess of item 2 over item 3 ‘4 Bee hE. eee 92, 163, 000 92, 163, 000 
5. Amount by which interest income falls short of income at assumed | 
rate of 3 percent (see detail on following page 6, 110, 000 | 37, 045, 000 
6. Increase in deficiency due to benefit payments in fiscal years 1959 | 
and 1960 to new survivor annuitants under Public Law 85-465__- 5G, SOE DUS | a cncncsncccccuga 
7. Decrease in deficiency due to employees deductions and agency con- | 
tributions on retroactive salary under Public Law 85-426 and | 
Public Law 85-462 and payment by Panama Canal Company | 
under Public Law 85-550 Delt ia cade Lite tee as 58, 000, 000 | > 
8. Deficiency at June 30, excluding interest (items 1+4+5+46—7) __-...- 27, 538, 077, 000 | 28, 492, 197, 000 
9. Interest at 3 percent on deficiency (3 percent of item 1) SO ail 823, 530, 000 850, 890, 000 
10, Interest at 3 percent (for 4% year) on excess of Government normal | 
cost over agency contributions (14 percent of item 4) aia | 1, 382, 000 1, 382, 000 
ll. Total interest (items 9+10) - seks chcsclen deta tell bovirtaninilicdy lca as 824, 912, 000 852, 272, 000 


12. Total deficiency at June 30, 1959 (items 8+11)_.....--..------- ee 28, 362, 989, 000 





‘This figure includes the cost during fiscal years 1959 and 1960 of increases under Public 
aw S5S-465 to retired employees and survivor annuitants, but does not include the cost 
during these years of new annuities under Public Law 85-465 to survivors of employees 
and annuitants who died prior to Feb, 29, 1948 
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Summary of computations on a normal cost plus interest basis, fiscal year 1961 








> ccc snes denen gensenneneapuiaine Goetetolapantoubenamegunig es $813, 923, 000 
Sy Ure: AUER RUIN UY SOc elle sich dbetebtanw esta decah bccn cntmeenth 852, 272, 000 
3. Total required on normal cost plus interest basis (item 1 plus item 2)~- 1, 666, 195, 000 
a er OR oan mcevcdbcnieen ina cerca imgs Dken gniciiaseatenin amebation 721, 760, 000 
5. Amount on normal cost plus interest basis not met by agency contribu- 


Sa a So SO ch cereecipnittintiesen iteeneningrenciargpnpmecenpes 944, 435, 000 


Detail of item 5 
a bps 
Fiscal year | Fiscal year 
| 1959 actual 1960 estimate 


. Investments in fund at beginning of year. ________-_-- | $8, 166,000,000 | $9, 119, 000,000 
. Normal receipts from employee deductions, voluntary contributions, | 
oa 
| 


noe 





service credit payments, and agency contributions- ae 1, 457, 000, 000 1, 457, 000, 000 
ee a ontusmeesdcasesnee 802, 000, 000 892, 000, 000 
4. Excess of item 2 over item 3_- 655, 000, 000 | 565, 000, 000 
5. Employee deductions and age ney ‘contributions on retroactive sal: ary, 

and payment by Panama Canal Company-_.__--- paeaeeaaate 58, 000, 000 
6. Computation at 3 percent interest: Boi 

a) 3 percent times item 1___-- petiithebeiabi- aati * a 244, 980, 000 273, 570, 000 
(b) 1% percent times item 4 (6 months) - is | 9, 825, 000 | 8, 475, 000 
(c) 244 percent times item 5 (9 months, assuming effective date of 
Oct. 1, 1958 for investment). ...._._- : ao ~e 1, 305, 000 | déncaastuen 
(d) Total interest at 3 percent._.......................-..- —— 256, 110, 000 | 282, 045, 000 
Fi iireindecrtnie ini napitirtaagstneeengyancssceryocnocel 220, 000, 000 | 245, 000, 000 
8. Excess of 3 percent over interest income (item 6d minus item 7)____._- 36, 110, 000 | 37, 045, 000 





ESTIMATE OF GOVERNMENT AGENCIES CONTRIBUTIONS 


Mr. Tuomas. What is in the budget this year of all the Government 
agencies contributions ? 

Mr. Jones. You mean the 614 percent ? 

Mr. Tomas. Yes. 

Mr. Jones. It is $721,760,000. 


DEFICIENCY IN RETIREMENT FUND 


Mr. Tuomas. How much is the fund insolvent now? You had 
$27.5 billion on June 30, 1958. You have all of 1959 and 1960. To 
bring it up to date it would be what figure ? 

Mr. Irons. At June 30, 1959, the " deficienc y is $28,362,989,000. 


RATE OF ANNUAL INCREASE OF DEFICIT 


Mr. Tuomas. How much is that over the fiscal 1958 deficiency ? 
How much did it increase in the 1 year? 

Mr. Irons. About a billion dollars. 

Mr. Tuomas. About $1 billion, so as of June 30, 1959, it was $28.4 
billion. In another 3 or 4 months you can add another billion to that, 
can you not? 

Mr. Irons. Another year. 

Mr. Tuomas. Three or four months. On June 30, 1960, it will be 
$29.3 billion. 

Mr. Irons. On June 30, 1960, yes. 

Mr. Jones. Cost goes up about a billion dollars a year. 
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Mr. YAtTes. How much money is in the fund now? 
Mr. Tuomas. Around $9 billion. 


AMOUNT REQUIRED FOR GOVERN MENT PAYMENT IN 1961 


If the Government were to pay its part during the fiscal year 1961, 
instead of only putting in $721,760,000 in agencies contributions, how 
much more would have to be appropriated in addition to keep the fund 
current, to pay what the Government should pay for the costs in 
1961. 

Mr. Jones. On the entire deficiency ? 

Mr. Tuomas. Just for the fiscal year 1961. 

Mr. Irons. $852,272,000 interest on the deficiency for 1960. 

Mr. THomas. So to keep the fund from going further into debt, 
stabilize it for 1960, you would need $852,272,000 more by appro- 
priation ¢ ee 

Mr. Irons. That is just the interest on the deficiency. What you 
are talking about is the normal cost plus interest. 

Mr. Tuomas. That is the $944 million ¢ 

Mr. Irons. That is right. 

Mr. Tuomas. So, if the Government were to pay the amount it 
should pay to keep the fund from going further into the red in 1961 
it would have to appropriate $944,435,000, in addition to the 
$721,760,000 ? 

Mr. Jones. That is right. 

Mr. Tromas. The President vetoed the bill for 1959 because we 
put $525 million in to keep the fund current. Then the Bureau of 
the Budget, the Civil Service Commission, and the General Account- 
ing Office were called upon to make a study and report thereon. We 
will insert a report by the Comptroller General in the record at this 
point, followed by a separate report by the Bureau of the Budget and 
the Civil Service Commission at this point in the record. 

(The matter referred to follows:) 

COMPTROLLER GENERAL OF THE UNITED STATES, 


Washington, October 27, 1959. 
B-125004 
Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
House of Representatives. 

Dear Mr. CHAIRMAN: Herewith is a copy of a special report to the Committee 
on Appropriations, U.S Senate, regarding the civil service retirement system 
and the civil service retirement and disability fund. The report was prepared 
in response to the committee’s request in Senate Report 1656, 85th Congress. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


CIvi. SERVICE RETIREMENT SYSTEM AND CIVIL SERVICE RETIREMENT AND 
DISABILITY FUND 


Special Report to the Committee on Appropriations, U.S. Senate, by the 
Comptroller General of the United States, October 1959 


51632—60———4A7 
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LETTER OF TRANSMITTAL 





COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, October 27, 1959, 
B-125004 


Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
U.S. Senate. 


DEAR Mr. CHAIRMAN: Reference is made to the request contained on page 3 
of Senate Report No. 1656, 85th Congress, 2d session (H.R. 11574, independent 
offices appropriation bill, 1959), which states: 

“The committee requests the Civil Service Commission, on the basis of this 
new quinquennial valuation by the Board of Actuaries of the civil service retire. 
ment system, to submit recommendations, in conjunction with the Bureau of the 
Budget and the General Accounting Office, to the legislative and appropriations 
committees of the House and Senate, for keeping the fund current and for pro- 
viding on a sound basis for the future liabilities of the Government to the bene. 
ficiaries. It is hoped that such recommendations could be available for consid- 
eration in connection with the estimates for fiscal year 1960.” 

After discussions with officials of the Civil Service Commission and the Bn- 
reau of the Budget, we have considered it appropriate to send you our views in 
a separate letter This report is also being sent to the Senate Committee on 
Post Office and Civil Service, the House Committee on Post Office and Civil 
Service, and the House Committee on Appropriations. Copies are being sent to 
the Bureau of the Budget and the Civil Service Commission. 

In requesting recommendations “for keeping the fund current” we assume 
that the committee, in using the phrase, was referring to the making of annual 
appropriations, collecting employee contributions, and earning interest on in- 
vestments for the benefit of the fund, at a level equal to the accruing annnal 
costs of retirement and disability benefits. In requesting recommendations “for 
providing on a sound basis for the future liabilities of the Government to the 
beneficiaries,” we assume that the committee had reference to ways and means 
of providing assurance that the Government's liabilities to its employees for 
benefits under the Civil Service Retirement Act would be paid. 

In considering the committee’s request, we have given considerable thought 
to the nature of the civil service retirement system and its financial significance, 
Our general conclusions and recommendations are summarized as follows: 

1. The obligations of the retirement system to its beneficiaries are met by 
payments of cash which must be obtained from tax or other receipts or 
borrowings from the public when the payments become due. The ability of 
the Government to raise funds when required is the test of the system’s sound- 
ness; the accumulation of U.S. Government securities in the civil service retire 
ment and disability fund does not improve either the soundness of the system 
or the ability of the Government to fulfill its retirement obligations. The sound- 
ness of the system is dependent on the faith and credit of the United States. 

2. As a means of assuring that retirement costs incurred by the Government 
each year under the system are included in the annual budget and financial 
reports of the Government, we recommend that appropriations be made to the 
fund in the amounts measured by the normal cost plus interest basis of deter- 
mining annual retirement costs. 

(a) The present practice of appropriating to the employing Government 
agencies for a portion of the Government’s share of the normal cost of the 
system is desirable and should be continued. The amount of these appropria- 
tions, however, should be increased to cover fully the annual normal cost of 
the system not met by employee contributions. 

(b) The fund receives periodic credits for interest on the U.S. Government 
securities held by the fund. Annual appropriations should also be made to the 
fund for an amount equal to the interest on the portion of the liability of the 
system for which appropriations have not been made. 

(c) The normal cost plus interest basis for appropriating to the fund would 
complete, on a systematic basis, the full cycle of congressional action necessary 
for carrying out the Civil Service Retirement Act, by providing authority to 
make disbursements when needed. 

(d) Annual appropriations to the fund for an amount equal to normal cost 
plus interest less employee contributions would result in automatic inclusion of 
the full annual cost of the system in the annual budget and the financial reports 
of the Government and its agencies. The formulation and submission of re 
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quests for appropriations on the basis of accrued costs would also conform with 
one of the requirements of Public Law 863, 84th Congress, for improved budget- 
ing. The practice would also have several other worthwhile results. 

(1) The growth of the portion of the liability for which appropriations have 
not been made would be arrested assuming all present factors affecting that 
liability do not change materially. 

(2) The balance of the fund attributable to the Government’s contributions 
would increase and eventually exceed by several times the portion of the balance 
attributable to employees’ contributions. 

(83) There would be a more even distribution of annual budgetary expendi- 
tures based on the present level of Federal employment and retirement benefits. 

8. Because (1) past service costs are not a current cost of operating the 
Government, and (2) the normal cost plus interest basis of appropriating to 
the fund will cover all future disbursements indefinitely, appropriations for 
the purpose of reducing the liability of the system for which apprupriations 
have not been made in past years are unnecessary. 

4. Even though the Congress does not make appropriations for the normal 
cost plus interest, procedures should be developed for disclosing the full annual 
cost of the system and the Government’s liability in the budgeting, accounting, 
and financial reporting processes of the various parts of the Government. 

5. More frequent actuarial valuations of the system should be made so as 
to provide current information to the Congress, the public, and administrators 
of the retirement system. 

Background material and discussion of our conclusions and recommendations 
are presented in the accompanying report. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


CONTENTS 

I. Background : 

The Board of Actuaries’ valuation report. 

Deficiency and unfunded liability. 

The nature of the fund. 

Financing the system. 

The nature of appropriations to the fund. 
II. Conclusions and recommendations: 


1. The civil service retirement system is as sound financially as the faith and 
credit of the United States. 

2. Appropriations should be made to the fund in the amounts measured by the 
normal cost plus interest basis of determining annual retirement costs. 

3. Appropriations for the purpose of reducing the liability for which appropria- 
tions have not been made are unnecessary. 

4. Regardless of whether appropriations are made for the Government’s share of 
normal cost plus interest, the system’s cost and its liabilities should be 
disclosed in the Government’s accounts and reports. 

5. More frequent actuarial valuations of the system should be made. 


APPENDIXES 


A. Special report of the Board of Actuaries on the valuation of the civil service retirement 
system as of June 30, 1958. 


B. Tables showing estimated progress of the fund and statement of operating receipts and 
disbursements, furnished by the U.S. Civil Service Commission. 


Report oN Civit SERVICE RETIREMENT SYSTEM AND CIVIL SERVICE RETIREMENT 
AND DISABILITY FUND 


Comments, conclusions, and recommendations on keeping the fund current and 
providing on a sound basis for the future liabilities of the system 


This report is divided into two parts. The first part is a brief description 
of the nature and operation of the civil service retirement system and the civil 
service retirement and disability fund. The second part is a discussion of the 
conclusions and recommendations summarized in the accompanying letter. 


I. BACKGROUND 


The Senate Committee on Appropriations in its report on the independent 
offices appropriation bill, 1959, commented on the matter of making appropria- 
tions to the civil service retirement and disability fund (referred to herein as 
the fund) and stated that it was concerned that the unfunded accrued liability 
has been allowed to slip back to more than $18 billion and that it was “ * * * 
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alarmed that the Bureau of the Budget should refuse to submit an estimate of 
the appropriation required to meet the normal cost plus interest basis * * *.” 
The committee also observed that it was advised that, if present practices are 
continued, the fund balance would continue to grow until 1974 and then decline 
until ultimately it would be eliminated. 

The committee concluded its comments on the fund with the request quoted 
in the accompanying letter. 


The Board of Actuaries’ valuation report 


The Board of Actuaries’ report on its valuation of the civil service retirement 
system as of June 30, 1958, was issued on June 15, 1959. The report was issued 
after the committee had completed its hearings on the budget estimates of the 
Civil Service Commission for fiscal year 1960. A copy of the report is included 
herein as appendix A. 

The report shows that the cost of the retirement system has increased over 
earlier estimates made by the Board. Based on an estimated annual payroll of 
$11,104 million, the total annual cost was reported as follows: 


Normal cost | Interest on prior costs Total cost 
not yet appropriated 


| 


Per- Per- Per- 
cent- Annual | cent- Annual cent- Annual 
| age of | amount | age of amount age of amount 
payroll payroll | payroll 
Total__. oe 13. 83 | $1, 535, 683, 000 7.42 | $823, 530, 000 21. 25 $2, 359, 213, 000 
Employee deductions 6. 50 721, 760, 000 . 6. 721, 760, 000 
Agency transfers to fund from 
appropriations er ame 6. 50 721, 760,000 |. 6. 50 721, 760, 000 
eR ee . 83 92, 163, 000 7.42 823, 530, 000 8. 25 915, 693, 000 





The report explains that the increases in costs and liabilities can be attributed 
primarily to higher salaries based on general classified or wage board increases, 
liberalizing amendments to the retirement act, lower mortality rates, and elec- 
tion of earlier retirement by employees. 

A condensed version of the Board’s valuation balance sheet as of June 30, 
1958, is shown below : 


[Present values in millions] 
LIABILITIES 


Benefits payable in respect to annuitants now on the roll: 








Retired employees a ciinaner ened $5, 168 
Survivor beneficiaries now on the roll____---_-__---_~_~ as 790 
Survivor beneficiaries of present retired employees___-__~ 696 
— . $6, 65 
Benefits payable in respect to separated employees_________________ 688 
Benefit payable in respect to present active employees______-_-___-_---_- 45, 417 
Neen eee ene ee ee ee eiatieenps nt ieecsrerinenns 67 
I ss iaidoendupheneoee 52, 826 
ASSETS 
Ne a 5 A ad i ethene Sly 8, 269 


Deposits payable by present employees to secure full credit for service 
tm GUN CII  eie erie iL aeatiakls 750 


Future contributions by present employees at 6.5 percent________--_-~ 7, 688 
Balance to be borne by the Government: 
Future annual appropriations for normal cost measured 
by 6.5 percent of payroll___-_-~- . i ciehnihi aerate tins . $7 ,688 
Balance of future normal cost me: isured a as s 0. 83 percent of 
NE ea ch eet aes Bie tes. 980 
Past service costs for which appropri itions have not been 
made (identified by the Board of Actuaries as the 
TOT nde een eesninncdenesereoes 27, 451 
—_—— 36, 119 


Total assets 52, 826 
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It is emphasized that the above data is stated on the “present value” basis, that 
it recognizes future service credits and contributions by present active employees 
only, and that the estimated liability will not be paid in full until the last sur- 
yivor of the present annuitants and active employees is deceased, possibly 75 to 
100 years from now. Although on the basis of an annual civilian payroll of 
about $11 billion, annual costs would remain level at $2,359 million a year, 
disbursements would grow from about $800 million in fiscal year 1959 to about 
$3,633 million in fiscal year 2005, assuming new employees enter employment as 
others leave. The above data was taken from the report of the Board of Actu- 
aries, appendix A, and from tables prepared by the Civil Service Commission, 
appendix B, without evaluation of the methods used in its development. 

The “deficiency” or past service costs for which appropriations have not been 
made, as shown in the Board’s report, amounts to $27,451 million. This amount 
is about $9.5 billion more than the June 30, 1957, estimate which caused the com- 
mittee to be concerned and is about $7 billion more than the estimate reported 
to the committee by the Civil Service Commission during the hearings on the 
1960 appropriation bill. The Board did not indicate the extent to which the 
deficit was increased by insufficient appropriations to the fund, but reported 
that “* * * unless additional amounts are provided, the result will be further 
increases in the deficiency.” 


“Deficiency” and “unfunded liability” 


The terms “deficiency” and “unfunded liability” are used frequently in con- 
nection with the fund and the system. We feel that these terms are misleading 
as used since they imply questionable ability of the Government to pay the long- 
term liabilities, and imply that the system is not sound. It is our view that the 
problem of meeting the system’s liabilities is no greater than for other liabilities 
of the Government. 

The condition sought to be described by these terms is more aptly described as 
“the accrued liability for which appropriations have not yet been made.” This 
liability represents a portion of the benefits owing to retirees and employees, 
such benefits becoming due and payable in annual installments over a long period 
of time. 


The nature of the fund 


The civil service retirement and disability fund was created by the act of 
May 22, 1920 (the original Civil Service Retirement Act) and is classified as a 
trust fund on the books of the Government. Deductions from employees’ salaries, 
appropriations from the general fund of the Government, interest earned on 
fund investments, and donations, gifts, and legacies made for the benefit of civil 
service employees are credited to the fund. The fund is an accounting and 
reporting entity within the total financial structure of the Government and is a 
device through which, under current fiscal procedures, the financial activity of 
the retirement system is recorded and disclosed. However, as pointed out in 
part II of this report, some financial transactions are not fully reported. The 
retirement act requires that any balance in the fund not needed for current pay- 
ments will be invested in U.S. Government bonds. The balance in the fund at 
any one time is merely the difference between what has been credited to it and 
what has been withdrawn. 

As of June 30, 1958, the fund held approximately $8.2 billion in U.S. Govern- 
ment bonds. The Government shows the liability for these bonds as part of the 
public debt the same as it does for the Government bonds issued to private own- 
ers. Except for the fact that the Government, through the Treasury Depart- 
ment, is acting as trustee for the fund rather than there being an independent 
trustee, the fund has the outward characteristics of a trust fund created under a 
private pension system requiring contributions to the trust fund by employees and 
employer. In such a private system, the employees’ and employers’ contributions 
are usually made in cash derived from withholdings from employees’ salaries 
and from the employers’ business receipts. The trustee of the fund usually 
invests this cash in income-producing securities and, when needed to make bene- 
fit payments, converts the securities to cash by selling them in the regular securi- 
ties market. The esssence of the private trust fund is that its input and its 
balance represents cash or other property convertible to cash. 

The civil service retirement fund differs from the private trust fund in that 
its input, represented by deductions from employees’ salaries, appropriations to 
agencies for matching employees’ deductions and interest on Government bonds, 
is not cash. These credits to the fund are just entries on the books of the Gov- 
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ernment. The special Government bonds held by the fund are issued in conge. 
quence of bookkeeping entries rather than as an exchange for cash. When funds 
are needed to make benefit payments, the Treasury must obtain cash for this 
purpose through its normal channels of tax and other receipts or by borrowing 
from the public. 

The credits to the fund and its disbursements from inception through June 30, 
1958, are shown in appendix B of this report, based on information published by 
the Civil Service Commission. 


“Financing” the system 


Financing the retirement system is, in its simplest sense, merely the raising of 
cash to make payments to beneficiaries. The cash obtained by the Treasury, 
however, is available for all needs of the Government, and the size of Treasury’s 
job is set by overall requirements, not by the needs of any single program such 
as the retirement system. The amount of cash required by the system is in- 
creasing year by year; the Civil Service Commission reports that payments to 
beneficiaries for 1959 were about $800 million but will increase to about $3.6 
billion annually by 2005. The annual amount of these payments, however, is not 
a measure of the cost of the system and is not related to the amounts appro- 
priated to the fund or contributed to the fund by employees; it represents only 
the payments becoming due in any one year on the Government’s contract with 
its employees to pay them retirement benefits as provided by the Civil Service 
Retirement Act. 

Like any other disbursement of the Government, disbursements to the system’s 
beneficiaries cannot be made without authority of law. General authority for 
disbursements from the fund is contained in section 17(a) of the Civil Service 
Retirement Act, which provides that the fund is appropriated for the payment 
of benefits provided by the act. However, under the present practice of making 
appropriations to the fund in amounts equal to employees’ contributions, as il- 
lustrated by table 2 of appendix B, the fund balance will be eliminated by 1987 
and unless additional appropriations are made from that year forward, the 
amount that can then be disbursed will not be sufficient to pay amounts due 
annuitants. The amount of such additional appropriations will increase rapidly 
to over $2.1 billion annually by the year 2005. 

The term “finance” is used in the Civil Service Retirement Act, and by others, 
to mean the system or plan of making appropriations to the fund at a rate and 
in a manner which provides for meeting the requirements of the system. In this 
sense, the term “finance” does not include the concept of providing funds. For 
example, section 17(e) of the act provides “The Commission shall submit esti- 
mates of the appropriations necessary to finance the fund on a normal cost 
plus interest basis and to continue this act in full force and effect.” 


The nature of appropriations to the fund 


The principle fund of the Federal Government (and its primary accounting 
entity) is the “general fund.” Most tax revenues are credited to the general 
fund, any exceptions, such as the Federal gasoline tax, being specifically au- 
thorized by law. Borrowings from the public are also credited to the general 
fund. Most appropriations by the Congress are made from this fund. 

Other funds, including the civil service retirement and disability fund, have 
been created by the Congress from time to time. Transfers, pursuant to appro 
priations from the general fund to these specifically authorized funds are treated 
in the accounts and reports of the Government as “cash transfers.” Thus, an 
appropriation from the general fund to the civil service retirement fund repre 
sents a disbursement or expenditure of the general fund and a receipt of the 
civil service retirement fund. Such “disbursement” or transfer is considered to 
be a budget expenditure of the general fund and is so reported in the Federal 
budget and other Government financial reports. This transfer out of the general 
fund adversely affects the reported budgetary surplus or deficit—decreasing a 
surplus, increasing a deficit. 

This result is anomalous for two reasons. First, these transfers from the 
general fund pursuant to appronriations do not represent cash nor do they 
affect the cash position of the Government. Transfers to the civil service re- 
tirement fund are accomplished by making entries in certain accounts of the 
Government: the net result reported is that the public debt is increased, the 


1Por examnle, see S. Rent. 1656. 85th Cong. (Independent Offices Appropriation Bill, 
1959), p. 3: “In recommending this method of financing * * *,” 
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palance in the civil service retirement fund is increased, the general fund 
shows an expenditure and the retirement fund shows a receipt; but the Treas- 
ury’s cash balance is neither increased nor decreased. When cash payments 
to annuitants are required to be made, they are shown as expenditures of the 
civil service retirement fund; they are not reported as budget expenditures 
affecting the budget surplus or deficit. It is at the time of payments to an- 
puitants or separated employees, however, that the Treasury has to provide 
funds and the effect on the cash position of the Government is felt. : 

Second, the Government’s share of the cost of the retirement system continues 
to accrue at the rate prescribed by the retirement act whether or not appro- 
priations are made to the fund or in what amounts appropriations are made. 
The Board of Actuaries estimated the Government’s share of the annual cost 
of the system at June 30, 1958, to be about $1.64 billion of which about $722 
million is appropriated to agencies for transfer to the fund, an amount equal 
to the employees’ contributions to the fund. The balance of the Government’s 
share of the cost, about $916 million annually, notwithstanding it is as real as 
any cost which the Government incurs and must some day be met by cash pay- 
ments, is not (under current Government accounting and reporting practices) 
recognized in the budget, the accounts, or the reports of the Government because 
appropriations are not made for it. When appropriations are not made to 
cover all costs such as those of the retirement system or other means developed 
to achieve appropriate disclosure, the financial facts of the Government’s opera- 
tions are obscured. 


Il. CONCLUSIONS AND RECOMMENDATIONS 


1. The civil service retirement system is as sound financially as the faith and 
credit of the United States 


The committee has stated’ that it “is concerned that this unfunded liability 
has been allowed to slip back to more than $18 billion * * *.” This statement 
referred to the June 30, 1957, estimate of the Civil Service Commission. The 
Board of Actuaries’ report on its valuation as of June 30, 1958, estimated the 
deficiency * at about $27.4 billion. At June 30, 1953, the date of the last previous 
actuaries’ valuation, the deficiency was estimated to be about $10.7 billion. 
Thus, in 5 years the deficiency increased by over 150 percent. These amounts 
are large and the rate of increase seems rapid; these conditions have provoked 
questions as to the financial soundness of the retirement system itself. It 
is our opinion, however, for the reasons set out below, that neither the size 
nor the increase of the deficiency has a bearing on the financial soundness of 
the system. 

We do not believe there is any more reason for concern over the financial 
soundness of the retirement system than there is for concern as to the sound- 
ness of any other Government program. The financial requirements of all 
programs, taken together, should be considered in relation to the ability of the 
Government to finance the whole. The fiscal stability of the Government itself 
is the issue when the financial soundness of the retirement fund is brought into 
question. 

The Government’s commitments to its employees under the civil service re- 
tirement system are incurred under the provisions of the retirement act. The 
amounts of the annuity benefits are not based on the amounts contributed to 
the fund by the employees or by the Government. Also, the ability of Govern- 
ment to make payments when due is not determined by the amount of Govern- 
ment bonds in the fund. Payments to beneficiaries are made with funds pro- 
vided by tax or other receipts or borrowings from the public. Therefore, the 
power to levy taxes or borrow funds, based on the faith and credit of the 
United States, is the real determinant of the financial soundness of the retirement 
system. 


2. Appropriations should be made to the fund in the amounts measured by the 
normal cost-plus-interest basis of determining annual retirement costs 


We endorsed the changes in the retirement act in 1956 that resulted in each 
employing Government agency’s transferring to the fund, from appropriations 
made to it, amounts equal to its employee’s contributions. Our endorsement of 
this plan was offered in connection with a bill (S. 2875, 84th Cong.), which pro- 





2S. Rept. 1656, 85th Cong., June 5, 1958, p. 2 


3In this discussion the term “deficiency” is used to denote the liability of the system 
for which appropriations have not been made. 
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vided for the agencies’ transferring an amount (7 percent of the employees’ 
basic salary) approximating the Government’s share of the total normal cost 
of the system. The bill as enacted, Public Law 854, 84th Congress, provided, 
however, that transfers from agency appropriations would be in amounts equal 
to the deductions from employees’ salaries—amounts that fall short of the 
Government’s share of the full normal cost, and include nothing for the interest 
factor. 

In making estimates of the cost of a pension system, usually stated in terms 
of a fixed rate or “level premium cost,” actuaries generally assume that the 
costs (or premiums) will be paid to a trustee or otherwise set aside and that 
the portion not immediately required for payments will be invested and earn 
interest. The accumulation of the premiums and the interest earnings provide 
the necessary funds to pay the beneficiaries as the payments become due. 

The normal cost of the civil service retirement system is determined by using 
this method. The Kaplan committee * estimated on the basis of conditions prey- 
alent at the time (June 30, 1953), that future benefit disbursements would be 
met roughly 40 percent by employer (Government agency) contributions, 25 
percent by employee contributions, and 35 percent by interest on the fund 
(which is also borne by the Government). Because amounts credited to the 
fund have not equaled the full normal cost (or level premium) the balance in 
the fund is less than that assumed by the actuaries in making estimates of 
interest earnings. 

Because the amount of the estimated normal cost is directly related to the 
interest rate, any increase or decrease in interest has the reverse effect on the 
estimated normal cost. The Board of Actuaries’ report at June 30, 1958, shows 
that normal cost at that time was estimated at about $1.54 billion (13.83 per- 
cent of payroll assuming an interest factor of 3 percent). Also, the annual 
interest on the liability for which appropriations have not been made at that 
time was estimated at about $824 million (7.42 percent of payroll). The total 
annual cost, computed on a normal cost-plus-interest basis, at that time then, 
regardless of what part is labeled normal cost or what part is interest, was 
about $2.36 billion. Of this amount, the Government agencies made appro- 
priation transfers of about $722 million and its employees were contributing 
about $722 million, a total of $1.44 billion, leaving a remainder for which ap 
propriations were not made of about $92 million of normal cost and all of the 
$824 million interest on the liability for which appropriations have not yet been 
made. 

To summarize, the normal cost-plus-interest basis for determining the amount 
of appropriations to be made to the fund is a total concept and should be complied 
within total if the principle it embodies is to have substance. We recommend 
that the normal cost-plus-interest method of determining appropriations be 
adopted by making appropriations to agencies for making transfers to the fund 
in the full amount of the Government’s share of the estimated normal cost, and 
directly to the fund for the amount of the estimated annual interest on the liabil- 
ity for which appropriations have not yet been made. The adoption of this 
practice would complete, on a systematic basis, the full cycle of congressional 
action necessary to the carrying out of the Civil Service Retirement Act. 

The making of appropriations for the amount of normal cost plus interest 
would result in automatic inclusion of the cost of the retirement system in the 
budget and the financial reports of the Government and its agencies. Under 
current accounting and reporting processes, costs of the Government for the civil 
service retirement system are included in financial reports only to the extent 
that they are appropriated for. Thus, the cost of the retirement system is now 
only partially disclosed in financial reports. The Government’s share of the cost 
of the system, as estimated by the Board of Actuaries at June 30, 1958, amounts 
to 14.75 percent of payroll of which only an amount equal to about 6.5 percent of 
payroll (as required in sec. 4(a) of the Retirement Act) is shown in the budget, 
accounts, and financial reports in consequence of appropriations. The balance 
of the Government’s cost, equivalent to about 8.25 percent of payroll, is not 
recorded currently and is not disclosed in financial reports. We believe that all 
eosts of operating the Government should be adequately disclosed in its accounts 
and fimancial reports and the fact that this result could be achieved for the 
retirement system by adopting the normal cost-plus-interest basis for measuring 





*The Committee on Retirement Policy for Federal Personnel, created pursuant to Public 
Law 555, 82d Cong., H. Pliot Kaplan, chairman. 
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appropriations to the fund is, in our opinion, an important reason for adopting 
that practice. 

The formulation and submission of requests for appropriations on the basis of 
accrued costs would also conform with one of the requirements of Public Law 
863, 84th Congress, for improved budgeting. This act amended the Budget and 
Accounting Act, 1921, by providing that ‘‘The requests of the departments and 
establishments for appropriations shall, in such manner and at such times as 
may be determined by the President, be developed from cost-based budgets.” 

Our views on disclosing the liability for which appropriations have not been 
made are presented on page 19. 

It is also our opinion that the normal cost-plus-interest basis for measuring 
appropriations to the fund would have other worthwhile results such as those 
described below : 

(a) The growth of the liability for which appropriations have not been made 
would be arrested assuming all present factors affecting that liability do not 
change materially. Under any practice which results in amounts less than those 
contemplated by the normal cost-plus-interest method being appropriated to the 
fund, not only would the liability for which appropriations have not been made 
continue to grow, but also the fund would eventually become depleted as exempli- 
fied in table 2 of appendix B. The arresting of the growth of the liability for 
which appropriations have not been made is desirable. 

(b) The balance in the fund would always equal or exceed employees’ equities. 
At June 30, 1958, the balance of the fund amounted to about $8.3 billion of which 
about $5.4 billion represented employees’ equities. Under present appropriation 
practices, the fund would increase until 1969, when it would begin decreasing 
until the balance is eliminated in 1987. To maintain the fund at an amount 
equal to employees’ equities would require appropriations, beginning in 1980, of 
annual amounts initially of about $800 million and increasing to about $1.9 
billion by the year 2005. 

The normal cost-plus-interest method of measuring appropriations would obvi- 
ate the need for making appropriations to preserve the integrity of employees’ 
equities. Under this method, the fund balance would increase until by the year 
2005 it would amount to about $45 billion of which only a relatively small part— 
about $9.5 billion—represented employees’ eauities. 

(c) There would be a more even distribution of annual budgetary expendi- 
tures attributable to the retirement system based on the present level of 
Federal employment and retirement benefits. While there has been an in- 
erease in the estimated normal cost plus interest expressed as a percentage 
of payroll in the last 5 years, it has not been large. At June 30, 1953, the 
Kaplan committee estimated the Government’s share of normal cost of the 
retirement system to be about 5.2 percent of payroll; at June 30, 1958, the 
Board of Actuaries estimated it at about 7.3 percent of payroll. Comparisons 
of interest on the liability for which appropriations have not yet been made 
would not be meaningful because this factor would be materially affected if the 
normal cost-plus-interest method of measuring appropriations had been in effect. 
Thus, on the basis of present employment and benefit levels, although disburse- 
ments will grow from about $800 million in 1959 to about $3.6 billion in the 
year 2005, annual costs of the system will remain level at about $2.4 billion, of 
which about $1.6 billion is a cost to the Government. 

Other fluctuations in the amount of normal cost would generally be in step 
with changes in personal service costs. These costs have increased over the 
years but, except in times of emergency, the increases have been gradual 

There may be other increases from time to time as the characteristics of the 
employee group change or as benefits are adjusted but these increases should be 
proportionately small. After the first year, however, in which the impact of 
the increased appropriations may be noticeable, budget expenditures will not 
show a great fluctuation on account of the retirement system. We believe that 
there is merit to this leveling-off aspect of the normal cost-plus-interest method 
of making appropriations for retirement costs. 


8. Appropriations for the purpose of reducing the liability for which appropria- 
tions have not been made are unnecessary 
The Kaplan committee observed that the normal cost-plus-interest method of 
measuring appropriations to the fund would cover all future disbursements in- 
definitely. The committee also observed that it “* * * is the minimum Govern- 
ment contribution rate which could be maintained indefinitely without increase.” 
We believe it can be concluded, therefore, that under this method appropriations 
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specifically for the purpose of reducing the amount of the liability for which 
appropriations have not been made are not needed. Further, since this amount 
represents costs of past services, no useful purpose would be served by making 
appropriations currently in order to disclose the cost of operating the Govern- 
ment in past years. 

We do believe that the amount of the liability for which appropriations have 
not been made ($27,451 million as of June 30, 1958), should be shown in the 
Government’s published financial reports. The liability is as real as the public 


debt and, in our opinion, should be given comparable stature in the Government's 
financial reports. 


4. Regardless of whether appropriations are made for the Government’s share 
of normal cost plus interest, the system’s cost, and its liabilities should be 
disclosed in the Government’s accounts and reports 


Under present Government fiscal procedures, costs of the retirement system are 
recognized in the budget, and in accounts and financial reports only to the extent 
that appropriations are made. Thus, retirement system costs are now only par- 
tially disclosed in the budget and accounts and financial reports of the Govern- 
ment. The only recognition of the Government’s retirement liabilities in financial 
reports of the Treasury Department or the Bureau of the Budget is the small 
part disclosed in the statements of the public debt. Such disclosures are not 
informative because the amounts reported are not related to actual costs or 
liabilities. We believe that the reported liabilities and costs should approximate 
the actual as determined by actuaries. 

The principle of full disclosure has been given official status; the Accounting 
and Auditing Act of 1950 declares it to be the policy of the Congress that “The 
accounting of the Government provide full disclosure of the results of financial 
operations * * *.” This act provides further that the head of each executive 
agency shall establish and maintain systems of accounting to provide “* * * full 
disclosure of the financial results of the agency’s activities.” The principles and 
standards for accounting in the executive agencies which we have prescribed 
pursuant to section 112(a) of the Accounting and Auditing Act of 1950 emphasize 
the principle of full disclosure of all essential financial facts. Despite these clear 
expressions of policy and principle, however, there has not been developed in the 
Government an accounting and reporting system which discloses the costs of the 
retirement system as they accrue or its liabilities at any given time. 

Since it is not only our view but also that of the Congress that full disclosure 
of financial information is an essential of an adequate accounting system. we 
believe that means should be developed to attain the objective of fully accounting 
and reporting the financial facts of the retirement system. This could be done 
under existing law, but some recently proposed legislation (for example, S. 2122, 
86th Cong., requiring the reporting of certain liabilities), if enacted into law, 
would have a stimulating effect on efforts to improve this phase of the Govern- 
ment’s financial reporting processes. 


5. More frequent actuarial valuations of the system should be made 


The Board of Actuaries, in its report, stated its belief that actuarial valuations 
at 5-vear intervals are no longer adequate and that more frequent valuations 
should be made. The Board recommended that continuous sampling of the indi- 
vidual records of Federal employees be made and that annual valuations of the 
system be made. We believe the Board’s recommendation has merit and should 
be approved. In the event that annual valuations would not be practical, we 
would still recommend that valuations should be made at more frequent intervals 
than every 5 years. More frequent valuations would provide more current esti- 
mates of the annnal costs of the retirement system to be appropriated for under 
the normal cost-plus-interest method. 


5 Diselosvre of the fnll amount of the retirement liability is made by a footnote to the 
table of onorating recoints and disbursements in the retirement report issued annually by 
the U.S. Civil Service Commission. 
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APPENDIXES 


APPENDIX A 


New York, N.Y., June 15, 1959. 
U.S. Crvit SERvIcE COMMISSION, 
Washington, D.C. 


LADIES AND GENTLEMEN: The Board of Actuaries, appointed under section 
16(g) of the Civil Service Retirement Act, submits herewith a special report 
summarizing the results of the valuation of the civil service retirement system 
as of June 30, 1958. 

A more extensive report on the valuation will be included in the 38th annual 
report of the Board. Pending the submission of that report, this special report 
may be helpful in considering the requirements of the system as shown by the 
yaluation. 

Respectfully submitted. 

Geo. B. Buck, 

R. R. ReEacH, 

Orto C. RICHTER, 
Board of Actuaries, Civil Service Retirement System. 


SpeciaAL Report OF THE BOARD OF ACTUARIES ON THE VALUATION OF THE CIVIL 
SERVICE RETIREMENT SYSTEM, AS OF JUNE 30, 1958 


The Civil Service Retirement Act as amended by title IV of Public Law 854 
(84th Cong.) requires periodic actuarial valuations of the civil service retirement 
system. In accordance with this provision of the act an actuarial valuation of 
the system has been prepared as of June 30, 1958. The results of the valuation 
are presented in this report. 

The report gives first a description of the basis used in the valuation. Then 
a statement of the normal cost of the system is presented, which is followed by a 
yaluation balance sheet showing the present and prospective assets and liabilities 
of the system as determined by the valuation, and a brief discussion of the 
results, 

BASIS FOR THE VALUATION 


The valuation was based on the benefit and contribution provisions of the act 
in effect on June 30, 1958. These provisions as interpreted for the valuation are 
substantially those summarized in the 37th annual report of the Board. The 
last actuarial valuation of the system was prepared as of June 30, 1953, by the 
Committee on Retirement Policy for Federal Personnel. The active service and 
retirement tables, the salary scales, and mortality tables used in the 1953 valua- 
tion were reviewed in the light of subsequent experience and a new set of tables 
was adopted for use in the present valuation. The new tables will be submitted 
in the next annual report of the Board. An interest assumption of 3 percent 
per annum was employed in the valuation. 

Since there is no central file of individual records covering the active mem- 
bership of the system, each employing agency cooperated by conducting a 10 per- 
cent sample census of its employees subject to the Retirement Act. This census 
produced an estimate of 2,105,740 active employees with annual payroll of 
$11,104 million. Detailed records were available for the annuitants on the roll as 
of the valuation date. There were 418,233 annuitants with annuities amounting 
to $647,090,484 a year. 

NORMAL COST 


The Retirement Act provides that “the Commission shall submit estimates of 
the appropriations necessary to finance the fund on a normal cost plus interest 
basis and to continue this act in full force and effect. The total normal cost 
percentage is the estimated level percentage of the salaries of new employees 
that would be required each year they will be in the service to pay fully for all 
benefits to them and to their survivors. The following table shows the normal 
cost for each type of benefit provided by the system. 
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Normal costs as percent of payroll, based on valuation as of June 80, 1958 


Type of benefit 








Annuities to employees : Percent of payrott 
a a co secession erenereeseesanes 6. 09 
So oa i einieda tad bee bindinbighada ns 2. 01 
Deferred and involuntary separation____.--________-----_~- 2. 06 

- 10. 76 

Annuities to survivors (other than children) of employees who will 

retire: 
ee en sienna ameemenanaens 72 
I kitten en a i nbidenieisiiediane . 36 
Deferred and involuntary separation._...__....-.._-__-_____- 17 
—-—--- 1. 25 
Annuities to widows and dependent widowers of employees who will die in 
io kai been nie icsidncieeing inn pinnate ceieens . 49 
a sien ndihnecna ceases abcsenimeneiapaianeants hupaanibeeid an 
i Sa pide doped ch thing sburnecsinirbnehasieciraitinoeatianl 1. 22 
TS a Se cee eee mncimemein 13. 83 

as han en haan eatihaabiienainieaindll 6.5 

Paid by Government through agency contributions__.___.._.__.._._...-_.-_~ 6. 5 

ck EN ca dernier nein -R 


VALUATION BALANCE SHEET 


In addition to the normal contribution, the Commission’s annual appropriation 
estimate must include a calculation of interest on the deficiency. In order to 
determine the deficiency as of June 30, 1958, the liability for the prospective 
benefits payable to the present active, separated, and retired membership was 
determined. The normal cost valuation concept recognizes as assets the present 
balance in the retirement fund, the future contributions of present active mem- 
bers, and the future normal contributions payable by the Government. The 
amount by which the present value of the benefits payable exceeds such present 
and prospective assets represents the deficiency. The following valuation balance 
sheet summarizes the present and prospective assets and liabilities of the system 
as determined by the valuation. 


Valuation balance sheet as of June 30, 1958 (present values in millions) 


LIABILITIES 


Benefits payable in respect to annuitants now on the roll: 


rae PIII, clean dshicth thle eas trials nd acids rca ite $5, 168 
Survivor beneficiaries now on the roll___-_---------_---- 790 
Survivor beneficiaries of present retired employees________ 696 
————_ $6, 654 
Benefits payable in respect to separated employees______-.---- 688 
Benefits payable in respect to present active employees : 
Annuities to employees: 
ene OND Se So os. eae tdci tat 25, 971 
Peak ee ie ke SE Sasi A cote 4, 966 
Deferred and involuntary separation icntaian ctalinna the 5, 724 
Annuities to survivors (other than children) of employ- 
ees who will retire: 
Nee ee ee ee i eee as we at ries om dapoe en 3, 966 
I cr eee a se autne eee eae 1,112 
Deferred and involuntary separation___ ere eee Z 588 
Annuities to widows and dependent widowers of employ- 
eee ne ee en ccwwratbacmmcemmnies eae 1, 942 
San UD TIN aii aia cc ep ees par nein eee comaae 302 
Lump-sum payments________ eae ee ses, 846 
~ — , 417 
Miscellaneous current liabilities.._..u.............._-_- a as 67 
ee cee ene eee ideale ah aiees le sakes 52, 826 
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Valuation balance sheet as of June 30,1958 (present values in millions )— 





Continued 
ASSETS 

Balance in fund__.------------------------------------------------- $8, 269 

Deposits payable by present employees to secure full credit for service 5 
not covered by. deductions._. 1... 52 n= = $2 nee 750 
Future contributions by present employees at 644 percent------------ 7, 688 
Future normal contributions by Government at 7.33 percent---------- 8, 668 
lee a nn a a a beled a ibn ots vec coal 25, 375 
Deficiency, or excess of liabilities over assets_.._._.......-.------------ 27, 451 


DEFICIENCY 


Prior to 1953, neither the Commission nor the Board of Actuaries attempted 
to adjust estimates of the deficiency between valuations, other than for the 
excess of amounts required on the recommended financing basis over appropria- 
tions actually made. The valuation by the Kaplan committee in that year was 
the first such study since 1947. It produced a deficiency estimate, as of June 
30, 1953, of about twice the estimate based on the prior valuation. 

In an attempt to mitigate such sharp changes, and in partial recognition of 
the many factors cpeceene to increase the deficiency, the Commission and the 
Board have, since 1953, adjusted the deficiency estims ite to recognize the fol- 
lowing items: 


1. Increases to annuitants on the roll. 

2. Statutory changes in pay rates of classified and postal employees. 

3. Increased coverage due to the career-conditional program. 

4. Amendment of the Retirement Act by Public Law 854, 84th Congress. 

5. Excess of requirements under “normal cost-plus-interest” basis over 
wae il Government appropriations. 


}. Excess of assumed valuation rate of 3 percent over actual rate earned 
tas the fund. 

Rec — of these items resulted in a deficiency estimate of $20,449 million 
as of June 30, 1958. The valuation shows a deficiency of $27,451 million as of 
the same d: oo or approximately $7 billion in excess of the previous estimate. 

The increase in deficiency over that estimated may be attributable to a number 
of factors. Adjustment of actuarial assumptions to reflect recent experience 
plays an important role. For example, the revised tables used as a basis for the 
valuation provided for lower mortality rates and higher rates of disability and 
optional retirement than the tables previously used. The use of the revised 
tables explains approximately $2,250 million of the increase in deficiency, leaving 
roughly $4,750 million due to other factors. 

These other factors are primarily of two kinds: (1) Salary increases over and 
above those recognized in the interim deficiency estimates, and (2) shifts in 
the age and service distributions of active employees betweeen 1953 and 1958. 
The former includes wage board salary increases of 27 percent during the 5-year 
period. The latter reflects the prior service allowed new employees entering the 
membership and receiving credit for past civilian and/or military service. 

An increase in deficiency was not unexpected by the Board. Many govern- 
mental and private retirement systems have experienced similar increases in the 
accrued liability or deficiency. During the past 5 years the upward trend in the 
general level of wages and prices has continued and thus has caused a substantial 
increase in the cost of any system of retirement benefits based on the final 
years or 10 years of salary. The civil service retirement system bases the benefit 
on the average salary received by the employee during any 5 consecutive years of 
creditable service which affords the highest average. The increased level of 
salaries has increased the liabilities of the Government not only for future serv- 
ice but also for past service. This increased cost is reflected in the increase in 
the deficiency. 

ANNUAL COST ESTIMATE ON BASIS OF VALUATION AS OF JUNE 80, 1958 


” 

The following statement as of June 30, 1958, gives an estimate of the amounts 
required to finance the system on a normal cost-plus-interest basis, taking into 
account the estimated payroll of the membership as of that date and the normal 
rate and deficiency as shown by the present valuation. 
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Estimated annual cost of the civil service retirement system as of June 30, 1958 


























| 
Normal cost as— | Deficiency cost as— | Total cost as— 
= . os - eerie — alte 
j 
Percentage Annual Percentage Annual Percentage Annual 
of payroll amount of payroll amount of payroll amount 
APES 13. 83 | $1, 535, 683, 000 7.42 | $823, 530, 000 | 21. 25 | $2, 359, 213, 000 
scimaensialiedethoial = a 


Employee deduc- | a oe 
—... oa 6. 50 NU PE ho ack wield | 6. 50 721, 760, 000 
Agency contribu- . Bol 
cas i od 6. 50 721, 760, 000 an a 6. 50 721, 760, 000 
Balance....--------- 83 92, 163, 000 7.42 | 823, 530, 000 | 8. 25 915, 693, 000 








The preceding table shows the normal cost to the equi valent to 13.88 per- 
cent of payroll. The employees by payroll deductions contribute 6.50 percent 
toward the normal cost and the employing agencies match their employees’ de- 
ductions. Therefore, there remains 0.83 percent as the balance not met by 
employee deductions and Government payments through agency contributions. 
On the basis of the estimated payroll as of June 30, 1958, this represents an 
annual amount of $92,163,000. The annual deficiency amount as of June 30, 
1958, is equal to 3 percent interest on the estimated deficiency. This amount 
is shown to be $823,530,000. Therefore, the portion of total annual cost not 
met by employee deductions and agency contributions is $915,693,000. 


CONCLUSIONS AND RECOMMENDATIONS 


The valuation shows that employee deductions and Government payments 
through agency contributions combined do not meet the requirements of the 
System on the normal cost plus interest basis. Unless additional amounts are 
provided, the result will be further increases in the deficiency. 

The Board believes that actuarial valuations at 5-year intervals are no longer 
adequate. During the years when salary levels remained fairly constant over 
extended periods, quinquennial valuations served quite well. In recent years, 
however, Government salary patterns have followed the upward trends in our 
economy. In order to determine the requirements of the System under present 
conditions, more frequent valuations should be made. In a majority of State, 
municipal, and private systems which are operated on an actuarial basis, annual 
valuations are made. 

It is our understanding that the Civil Service Commission now has under 
study the possibility of making a continuous sample of individual records of 
Federal employees for various purposes. The Board strongly recommends that 
provision be made to collect in this sample adequate information so that annual 
valuations of the System may be made. In this way the appropriation estimates 
may be kept in line with the actual requirements of the System. Also, by 
collecting data for selected groups of employees from year to year better com- 
parisons between samples could be made. Furthermore, it is hoped that some 
method may be set up as a basis for checking annually the separation experience 
of the active membership similar to that now used for checking annually the 
mortality experience of annuitants. 

Previously we mentioned that one reason for the increase in the deficiency 
is the fact that new employees are given credit in certain instances for past 
civilian and/or military service. The Board recommends that a study be made 
to determine the average period of service which is so credited in order that 
the Board may adjust the normal rate to take care each year of the cost of 
crediting such service. In this way the cost would be included in the normal 
component and would not be included in the deficiency. 

In conclusion, the Board wishes to express its appreciation for the excellent 
work performed by the Civil Service Commission actuaries in connection with 
the valuation results and cost estimates as summarized in this special report. 
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APPENDIX B 
CIVIL SERVICE RETIREMENT SysTEM—EsTIMATED PROGRESS OF THE FuND 


TABLE 1.—Assuming Government payments of agency contributions matching em- 
ployee deductions, plus direct appropriations sufficient to meet normal cost plus 
interest on deficiency 

{In millions] 


























| Government payments 
Employee ee ee i ee | ae Benefit pay- Balance in 
Fiscal year deductions ! | | 3 pereent | ments fund at end 
| Agency con- | Direct appro- | | of year 
tributions |  priations 
} 

I si ahead gneseiaioeegeetadesnaiae pseeneaniccatoecniguipea | a a eee =m 

es coiedcnteeeiiee ee DS atte Sed oe ccetaenincbnn eh ition ite | $8, 269 
Es caeo0wie eee $730 | $722 $916 $259 | $800 | 10, 096 
sb odnataieand 730 722 916 313 | 8490 11, 887 
ES i ata cennieiniw 730 722 916 366 942 13, 679 
a 730 722 916 418 1,059 15, 406 
esac cease 730 722 916 468 1,172 17,070 
 calndis sresieas aber 730 | 722 | 916 16 | 1, 283 18, 671 
ote ee 730 | 722 916 562 1, 390 20, 211 
PES: 730 | 722 916 607 1, 496 21, 690 
a int ies 730 722 916 650 1, 598 | 23, 110 
eon aula 730 722 916 691 | 1, 696 24, 473 
a iiaetic cs miiinateni 730 722 916 730 1, 792 25, 779 
Sl cckiitarinietealiabal 730 722 916 768 1, 887 27, 028 
aa ce oat 730 722 916 S04 1, 976 28, 224 
C—O 730 722 916 &39 2, 064 29, 367 
ce 730 722 916 872 2,148 30, 459 
te cinip es samen chllidiel 730 722 916 903 2, 231 31, 499 
i aha 730 722 916 933 2, 310 | 32, 490 
Sp cotbcen ne tins 730 722 916 962 2, 387 33, 433 
iad insetivanebotadel 730 722 916 989 | 2,461 | 34, 329 
aE 730 722 916 1,015 2, 533 35, 179 
Diiasenane spe 730 722 916 1,039 2, 601 35, 985 
isi aaisin gaia 730 722 916 1, 062 | 2, 667 36, 748 
Eo 730 722 916 1, 084 2, 730 37, 470 
ne  ouidimnaeaaiaiel 730 722 916 1, 105 | 2, 792 38, 151 
Tt antares 730 722 916 1, 124 2, 850 38, 793 
IEG ene caine cn ofesipab ts | 730 722 | 916 1, 143 2, 908 | 39, 396 
nadiinian 730 722 | 916 1, 160 2, 966 39, 958 
Ee 730 722 916 1, 176 3, 020 | 40, 482 
dee pian 730 | 722 916 1,191 3,072 | 40, 969 
Ee ecnbinncineien 730 722 916 1, 205 3, 122 41, 420 
Piendeen ee 730 722 916 1, 218 3, 170 41, 836 
at ance acne | 730 722 916 1, 230 | 3, 214 42, 220 
ees we 730 722 916 | 1, 275 3, 407 43, 679 
dite netintcadndnadiie 730 722 916 1, 301 | 3, 545 44,510 
Ee | 730 722 | 916 1,314 3, 633 44, 891 








1 Includes service credit payments. 
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TABLE 2.—Assuming Government payments of agency contributions matching 
employee deductions, plus direct appropriations when needed to meet benefit 














payments 
{In millions] 
| Government payments 
Employee Be ed ete Benefit Balance in 
Fiscal year | deductions ! : | D1 3 percent payments fund at end 
| Agency con- | irect ap- | of yes 
tributions | propriations | ‘7m 
: = | siaiaeapeaneil i icadateiiacaietsiaeicsiiiieeinnie coma 

1958 

955 $730 | a oi $258 $800 * = 
730 722  aieaelomne a 284 S90 10, 025 
730 722 308 942 10, 843 
730 | 722 331 1, 059 11, 567 
730 | 722 | 351 1, 172 12, 198 
730 | 722 | 368 | 1, 283 12, 735 
730 722 J 383 1, 390 13, 180 
730 722 Se at 304 1, 496 13, 530 
730 722 |... 403 1, 598 13, 787 
730 | 722 ; 410 1, 696 | 13, 953 
730 TA ceanane 413 1, 792 14, 026 
730 | 722 |-- ‘ 414 1, 887 | 14, 005 
730 SI Bie risccduaiiad cea 412 1, 976 13, 893 
730 722 |... 407 2, 064 13, 688 
730 722 ‘ 400 2, 148 13, 392 
730 722 |.. 390 2, 231 13, 003 
730 RE isi apinineeinech wine 377 2,310 12, 522 
730 722 361 2, 387 11, 948 
730 722 * 343 2, 46 11, 282 
730 | hei 322 a 10, 523 
730 Se étrtstmeosiahan 298 2, 9, 672 
730 | TEE Desovevencennns 27 2, 8,728 
730 | TEE Reesnesenngapes 242 2, 7, 692 
730 | 722 oe 210 2, 792 6, 562 
730 TE Eh ninibinicmnannmasel 175 2, 850 5,339 
730 | 722 sssoetsaene 138 2, 9OR 4, 021 
730 722 pthikdiutdeeenl 87 2, 966 | 2, 604 
730 722 aandiciimaamaeeal 54 3, 020 1,090 
730 722 514 16 3,072 ee 
730 | 722 FO Ss 3, 122 ooualin 
730 722 Xo >) _— ae yee leaeba sane 
730 722 SS (a SNE Dn ase rsee ene 
730 | 722 | NE soi cescheaetatbouee ROT Vocncscanekeen 
730 | 722 | BEE dencosccccncees OOP Teen achsonen 
730 722 i: lt dl eiveiipameme 3, 633 








§ Includes service credit payments. 


eo 





1958 
195s 
196 
196) 
196: 
196: 
196 
196: 
1961 
196) 
196 
196 
1971 
197 
197: 
197 


19 
197 
197 
197 
197 
198 
198 


198 
198 
198 
198 
198 


19% 
199 
199 
mK 
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TABLE 3.—Assuming Government payments of agency contributions matching em- 
ployee deductions, plus direct appropriations when needed to maintain fund equal 
to employees’ equities 





Fiseal year 


1966....-.......-.-- 
1959- - 
CO————— 
1961 
1962. ...-.- 
. neon 
BR c asec wwmere ‘ 
1965. -- a : 
bene canescnes 
1969- - - 

1970- 








Dine cancndeit 
oe =] 


1973 
1974..-.-.- 
1975... . ‘a 
1976 

1977..-. 

1978 - 

1979... 

1980 
1981... 
1982. . 
1983 
1984-... 
1985 
1986 
Soc ti nbiee wa 
1988 _ . 
1989 
1990 
1995 
2000__. se 
Se 


Employee 
deductions ! 


730 
730 
730 
730 
730 
730 
730 


730 | 


730 
730 
730 





| 
Government payments 





Balance in 


























Interest at Benefit fund at | Employees’ 

Agency Direct 3 percent | payments end of equities 

contribu- | appropri- year 
tions ations | 
| 

a a nesiig eeepaeti ances kame amon $8, 269 $5, 350 
eo $258 | $800 9, 179 5, 750 
DIR eeece anit 284 890 10, 025 6, 130 
2 fe 308 942 | 10, 843 6, 490 
722 ceididiadaiciel 331 1, 059 11, 567 6, 830 
WO8 agp eae 351 | 1,172 12, 198 7, 150 
FEE atccncne ds 368 | 1, 283 12, 735 7, 450 
ee 383 | 1, 390 13, 180 7, 730 
TOR eaincects 394 1, 496 | 13, 530 7, 990 
Pee fae oan 403 1, 598 | 13, 787 8, 230 
SE icecmeteos 410 1, 696 13, 953 | 8, 450 
VE ico 413 1, 792 | 14, 026 | 8, 650 
72% 414 1, 887 | 14, 005 | 8, 830 
72% 412 1, 976 | 13, 893 | 8, 990 
72% 407 2, 064 | 13, 688 9, 130 
72% 400 | 2, 148 13, 392 9, 250 
723 390 | 2, 231 | 13, 003 | 9, 350 
72: 377 | 2, 310 | 12, 522 | 9, 430 
7 351 | 2, 387 11, 948 9, 490 
7 343 | 2, 461 11, 282 |} 9, 530 
7 322 2. 533 10, 523 | 9, 550 
7 298 2, 601 9, 672 | 9, 550 
722 278 2, 667 9, 550 9, 550 
722 278 2, 730 9, 550 9, 550 

722 : 278 2, 792 9, 550 9, 5 
722 1, 120 278 2, 850 9, 550 9, 550 
722 1,178 278 2, 908 9, 550 9, 550 
722 1, 236 278 2, 966 9, 550 9, 550 
722 1, 290 278 3, 020 9, 550 9, 550 
722 | 1, 342 278 3,072 | 9, 550 9, 550 
722 1, 392 278 | 3, 122 9, 550 9, 550 
722 1 440 278 | 3,170 | , 5 0, 550 
722 1, 484 278 | 3, 214 | f 9, 550 
722 1, 677 | 278 | 3, 407 | , 5E 9, 550 
722 1, 815 | 278 | 3, BAS 9, 550 | 9, 550 
722 | 1, 903 | 278 | 3, 033 9, 550 | 9, 550 


1 Includes service credit payments, 


51632 


60 


48 


| 
| 
| 
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U.S. Crvin SERVICE COMMISSION, 
Washington, D.C., November 17, 1959. 
Hon. CLARENCE CANNON, 


Chairman, Committee on Appropriations, House of Representatives. 


Deak Mr. CANNON: In Senate Report No. 1656, 85th Congress, 2d session, the 
Committee on Appropriations requested the Civil Service Commission, in con- 
junction with the Bureau of the Budget and the General Accounting Office, to 
submit recommendations on financing the civil service retirement system. The 
committee also requested that these recommendations be submitted to the Com- 
mittee on Appropriations of the House of Representatives and to the Committees 
on Post Office and Civil Service of the House and Senate. 

Enclosed is a joint report by the Commission and the Bureau of the Budget. 
The Comptroller General has submitted his views in a separate report. 

Sincerely yours, 


Rocer W. JONES, Chairman. 
Enclosure 16507. 


RECOMMENDATIONS ON FINANCING THE Civit SERVICE RETIREMENT SYSTEM 
By U.S. Civil Service Commission and Bureau of the Budget, November 1959 


This report is in response to the request contained in Senate Report No. 1656, 
85th Congress, 2d session (H.R. 11574, Independent Offices appropriation bill, 
1959). The report, on page 3, states: 

“The committee requests the Civil Service Commission on the basis of this 
new quinquennial valuation by the Board of Actuaries of the civil service retire- 
ment system, to submit recommendations, in conjunction with the Bureau of 
the Budget and the General Accounting Office, to the Legislative and Appropria- 
tions Committees of the House and Senate, for keeping the fund current and 
for providing on a sound basis for the future liabilities of the Government to 
the beneficiaries. It is hoped that such recommendations could be available 
for consideration in connection with the estimates for fiscal year 1960.” 

This request has been given extensive study and consideration during which 
due attention was devoted to such important factors as the financial condition 
of the civil service retirement system, present and prospective; the experience 
with different methods of funding the system in the past; and the fact thatit isa 
large Government-administered system under which a substantial part of the 
cost must be met with Federal funds and hence has important fiscal effects. 


New actuarial valuation 


The results of the new actuarial valuation of the civil service retirement sys- 
tem as of June 30, 1958, have recently become available and are presented in 
the attached Special Report of the Board of Actuaries (exhibit A), a copy of 
which was forwarded to the Legislative and Appropriations Committees of the 
House and Senate on June 29. 

It shows that the actuarial deficiency, or excess of liabilities over assets, is 
now estimated at nearly $27.5 billion. The total cost of benefits under the sys- 
tem computed on a normal-cost-plus-interest basis is reported at 21.25 percent 
of current payroll, of which 13 percent is covered by employee and Federal 
agency contributions. The computation indicates that the normal cost of bene- 
fits under the system is 13.83 percent of covered payroll. 

The estimates of normal cost and of the actuarial deficiency resulting from 
the new valuation are, of course, dependent on many assumptions. An import- 
ant one relates to the rate of interest which the fund will earn on its invest- 
ments in future years. The current valuation was based on a 3-percent rate 
which the actuaries assumed would be realized under present law. 

The rate of earnings which the fund now receives on its special issues is 
based on the average interest rate on Treasury bonds issued in past years and 
does not reflect prevailing rates in the money market, which at the present time 
are considerably higher. The rate paid is governed by section 17(d) of the 
Retirement Act which provides for investment of the fund in special issues 
which will “bear interest at a rate equal to the average rate * * * borne by all 
marketable interest-bearing obligations of the United States then forming a 
part of the public debt that are not due or callable until after the expiration of 
5 years from the date of original issue * * *.”’ This standard currently gives 
the fund a 25-percent rate on new investments. 
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At the time the Board of Actuaries was engaged in its valuation, the Depart- 
ment of the Treasury was also exploring the desirability of shifting the basis 
on which interest payments are made for funds borrowed by the Treasury from 
certain Federal trust accounts, including the civil service retirement and dis. 
ability fund, in line with interest rate experience on current marketable public 
debt issues. If the standard for rates on special securities issued to the ciyij 
service retirement and disability fund were geared to yields on appropriate Treas. 
ury securities as reflected in the market and if prevailing market conditions 
should continue at somewhere near their current levels, the fund would realize 
average earnings of 34% or 3% percent on its investments after 3 to 6 years 
and higher rates in following years. This, in turn, would affect the actuaria} 
outlook for the system because an upward revision in the rate of interest would 
have the effect of reducing the estimate of normal cost and actuarial deficiency, 
For example, if a long-term interest factor of 314 percent were assumed for 
valuation purposes, it is estimated that normal cost would be approximately 13 
percent of payroll and the actuarial deficiency would be under $26 billion. With 
an interest rate of 4 percent, the normal cost would be below 11 percent and 
the deficiency in the fund would be further reduced to around $21 billion. 

To supplement the new valuation, the Commission has projected the status of 
the civil service retirement fund on an approximate basis to the end of this 
century under several different methods of financing and assuming interest at 3 
percent. These projections are also attached for your information (exhibit B), 


Past methods for financing the system 

A brief review of past policies on financing the civil service system may also 
be helpful to your committee. (Exhibit C sets forth a historical tabulation 
of appropriations, contributions, and balances.) Employees have contributed to 
the system since it started operation in 1920. During this period of nearly 40 
years a number of methods for determining appropriations to meet the Govern- 
ment’s share of costs have been used and the attitude of the Congress and its 
committees toward these approaches has differed from time to time. In the 
first 8 years of the system’s existence no appropriations were recommended by 
the President and none were enacted by the Congress. From 1929 to the World 
War II period, appropriations were generally recommended by the President on 
a basis to cover normal cost and to amortize the unfunded liability by the end 
of this century. From 1929 through 1949 the appropriations enacted by the Con- 
gress were the same as those recommended by the President. 

In the 8-year period from 1950-57 appropriations based on several different 
methods were recommended by the President. The Congress enacted lower ap 
propriations on five occasions, higher amounts twice, and on one occasion ap- 
proved the amount proposed. The budget recommendation for the fiscal year 
1953 was based on normal cost-plus amortization over a 30-year period and was 
reduced somewhat by the Congress. Recommendations for appropriations to 
cover normal cost-plus interest for each of the years 1950, 1951, 1952, and 1954 
were reduced by the Congress. A recommendation for 1955 to cover only the 
additional cost of annuities increased by a recent enactment was approved by the 
Congress. On the other hand, appropriations for 1956 and 1957, computed on 
the basis of the Government’s share of costs for current disbursements less the 
interest on its equity in the fund, were increased. A new method of financing 
the system was approved by the Congress effective with the beginning of fiscal 
1958. 

In an effort to provide a broad review of all Federal retirement systems and 
their financing, the executive branch recommended and the Congress, in 1952, 
created the Committee on Retirement Policy for Federal Personnel, later known 
as the Kaplan committee. One of its assigned duties was to submit recom- 
mendations concerning ‘—the most desirable methods of cost determination and 
funding—’”’, and “—the policies that should be followed in meeting the Govern- 
ment’s portion of the cost of the various systems—” providing retirement and 
related benefits for Federal personnel. 

The Kaplan committee gave this subject long and careful study. With respect 
to financing the civil service retirement system, its report stated: 

“The committee therefore recommends the adoption of the normal-plus-interest 
method. The committee recognizes, however, that as a practical matter, con- 
sidering the present fiscal situation of the Government, the immediate achieve- 
ment of this method may not be possible. Accordingly, if the appropriations 
necessary to arrive at this objective cannot initially be adopted, it is proposed 
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that the Government start with such lesser amount as may be determined to 
be feasible, with the aim of ultimately reaching this goal.” 

From this quotation it is evident that the Committee did not recommend the 
normal-cost-plus-interest method as an inflexible basis for making appropria- 
tions ; rather it proposed that the fiscal situation of the Government be considered 
jn deciding whether full appropriations determined under the normal-plus-in- 
terest method should be made for any year. 


Present method for financing the system 


Subsequent to the submission of the Kaplan committee’s report, the Congress 
enacted the Civil Service Retirement Act Amendments of 1956 (title IV of 
Public Law 854, approved July 31, 1956). This legislation made an important 
change in providing appropriations to the fund by having a substantial portion 
of the retirement cost, above the 6% percent paid by the employees, borne as a 
eost to the employing agencies. Prior to the 1956 amendments, the Civil Service 
Retirement Act had only provided, with respect to financing, that “The Civil 
Service Commissioin shall submit * * * estimates of the appropriations neces- 
sary to finance the retirement and disability fund and to continue this act in full 
force and effect.” Section 4(a) of Public Law 854 requires that, beginning 
July 1957, each agency transfer to the retirement fund, from its appropriations, 
amounts equal to the deductions withheld from the salaries of its employees. 
These contributions, equaling 6144 percent of payroll, have resulted in the ap- 
propriation of larger amounts by the Federal Government to the civil service 
retirement system than in any prior years. 

In addition to employee deductions and agency contributions, section 17(e) of 
the 1956 amendments provides that “the Commission shall submit estimates of 
the appropriations necessary to finance the fund on a normal cost-plus-interest 
basis and to continue this act in full force and effect.” With respect to this 
second provision, the act, however, does not require automatic appropriation of 
amounts so estimated, just as the similar provision in force before the 1956 
amendments did not so require. Instead, it leaves final determination of 
amounts to be recommended for this purpose to the discretion of the President. 
Accordingly, the Commission’s estimates have been forwarded to the Bureau of 
the Budget for consideration as part of the normal process of formulating the 
executive budget. The President’s final determination has been arrived at only 
after consideration of the financial status of the system, including its unfunded 
liability, as well as the general fiscal situation of the Government. This proce 
dure is in keeping with the tradition of Executive development of the budget. 

The President did not request an appropriation to the retirement fund in his 
budget for the fiscal years 1959 or 1960 beyond the amounts to be appropriated 
to the various agencies. For fiscal year 1959, Congress included in H.R. 11574 
an appropriation to the fund of $589 million more than the agencies’ contribu- 
tions included in the President’s budget. This amount plus employee and agency 
contributions equaled full normal cost plus interest. 

The President vetoed this bill, and in his veto message stated: “There is no 
sound justification whatever for adding unnecessarily over half a billion dollars 
to a deficit which may reach $12 billion this fiscal year.” He also added: “The 
Retirement Act promises to make certain payments under specified conditions, 
and regardless of the size of the balance in the retirement fund at any particular 
time, these benefits will be paid because the promise to do so is backed by the 
Government. To assume otherwise is to call into question the full faith and 
credit of the U.S. Government.” Congress accepted the President’s view by 
enacting H.R. 13856, which omitted an additional appropriation to the fund for 
the fiscal year 1959. 


Primary considerations leading to recommendations 


The foregoing data and historical résumé suggest the primary considerations 
which we believe should guide the establishment of a sound, equitable, and prac- 
tical long-range policy for financing the civil service retirement system. When 
considering methods of financing the civil service retirement and disability fund 
on a sound basis, we believe it is necessary to recognize, as the Kaplan committee 
indicated, that a Federal retirement system which is backed by the full faith and 
credit of the U.S. Government need not accumulate reserves on the same basis as 
private pension plans. Unlike individual business firms, the Government of the 
United States can be expected to carry on indefinitely and can draw upon public 
taxation to meet its obligations. -Private pension plans usually attempt to build 
up reserves to cover past service as well as currently accruing costs in order to 
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provide financial assurance to the workers and beneficiaries that the promised 
benefits will be paid independently of the fortunes of the company in the future, 
Such private company plans are generally insured through a company other than 
the employing firm, or through a trustee arrangement. 

Standard actuarial methods are useful in determining the cost of Federal] 
staff retirement systems, just as they are useful in evaluating the cost of indus- 
trial retirement plans. However, when it comes to financing Federal retirement 
systems, additional considerations enter which reduce the necessity for accumnu- 
lating reserves based on strictly actuarial concepts. In view of these factors, 
it is not surprising to find that there is no common basis or principle for funding 
the dozen or more Federal retirement plans now in operation. Indeed, a review 
of the Kaplan committee’s report shows that among the various Federal staff 
retirement systems, the civil service retirement system in 1953 had more nearly 
adequate reserves in its trust fund than any of the Federal systems except 
three (Board of Governors of the Federal Reserve System, Tennessee Valley 
Authority, and public school teachers of the District of Columbia). This is 
probably true today. The Kaplan committee found that a number of the Fed- 
eral retirement systems do not have any reserves toward their accrued liabil- 
ities and are financed entirely from current appropriations each year. The most 
notable instance is the military retirement system which covers at present about 
2.5 million personnel. It was estimated by the committee to have an unfunded 
liability of $17.6 billion in 1953, and it is likely that its deficiency at present is 
higher than the $27.5 billion of the civil service system. The retirement plans 
for the judiciary, although much smaller in size, also are entirely unfunded. 


Recommendations 


As has been indicated in the preceding sections, the benefits provided by the 
Civil Service Retirement Act are underwritten by the full faith and credit of 
the Government. Accordingly, the Government’s part of the costs of this system 
can be financed on a sound and practical basis, and its status and operations can 
be fully disclosed, without the necessity of making billions of dollars of appro- 
priations for past service costs which would be transferred to the trust fund and 
invested in Treasury bonds for many years before they would be needed for 
payment of benefits. Therefore, we are making the following specific recom- 
mendations to keep the civil service retirement and disability system on a sound 
basis. 

First, with respect to the financing of the civil service retirement and disabil- 
ity system, it does not appear at this time desirable to change existing law which 
requires contributions of 6% percent of covered payroll by employees and 
agencies, respectively. This method, enacted in 1956 after the report of the 
Kaplan committee was available, is now in its third fiscal year of operation and 
is contributing each year far more to the system than has been contributed in 
any prior years notwithstanding a stringent general budgetary situation. For 
reasons heretofore stated, we do not believe it necessary for the system to be 
funded on a strict actuarial basis. 

Second, we recommend that employee contributions to the system should be 
maintained in the fund on a fully funded basis. As to the Government’s lia- 
bility, we also believe it would be desirable to provide a clear and definite legis- 
lative indication that the benefits promised in the Civil Service Retirement Act 
are underwritten by the full faith and credit of the United States. This could 
be done by making provision for automatic appropriations to the civil service 
retirement and disability fund to supplement agency contributions when neces- 
sary to assure that the benefits provided by the system can be paid without reduc- 
ing the balance in the fund below the total of amounts to the credit of em- 
ployees. Adoption of this recommendation will assure that the employees’ con- 
tributions are at all times protected and that financial means will be available 
when needed to meet the Government’s share of benefit payments. This ap- 
proach would assure that the fund would not decline below the amount to the 
eredit of the employees, which is estimated to level off at around $9.5 billion. 
While authorization of a permanent appropriation would be an exception to the 
desirable policy of annual appropriations which are reviewed by the Appropria- 
tions Committees, we believe this exception is justified as a means of preserving 
the equity in the fund which employees build up through required or voluntary 
contributions. 

Third, we recommend a change in the law prescribing the method for de- 
termining the interest rate on investments of the civil service retirement and 
disability fund. The Retirement Act now provides for investment of the fund 
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in special issues which bear interest based on the average rate borne by all 
Treasury marketable interest bearing bonds with maturities of 5 years or more 
from the date of issue. This formula, based on coupon rates, presently gives 
the fund an interest rate lower than that paid by the Treasury on current 
porrowing for equivalent periods from other sources. The Department of the 
Treasury has no objection to a change in the present standard. An amendment 
to section 17(d) of the act is proposed (exhibit D) to authorize payment of 
interest at a rate equal to market yields of issues not due or callable until after 
the expiration of 3 years. If such a new standard were established, the Treasury 
Department would reinvest the fund at the new rate as its present holdings 
mature. Thus, conversion of the investments to the new basis would take a 
number of years, producing a gradual increase in the rate of earnings toward 
an ultimate level of 4 percent or thereabouts, if present money market conditions 
prevail for a considerable period. 

Fourth, in view of the growing size of Federal retirement programs, we believe 
that more data should be developed and more information published with greater 
frequency on the financial status of the civil service retirement and disability 
fund. This would also be desirable for other retirement programs for Federal 
civilian and military personnel. 

The Civil Service Commission already prepares and publishes considerable 
information on the cost of the civil service retirement system and its financial 
status. As required by law, periodic actuarial valuations have been made by 
the Board of Actuaries which have provided data on costs as a percentage of 
payroll, on the liability of the system, and on the portion of the liability which 
is unfunded. This information has been available to the executive branch for 
use in formulation of the budget and development of personnel retirement pol- 
icies. It has also been regularly presented to the Congress in connection with 
the annual budget submissions. 

More frequent actuarial valuations based on strengthened statistical and 
accounting information will provide a better basis for continuing appraisal of 
the status of the civil service retirement and disability fund. The executive 
branch will give consideration to the desirability and feasibility of incorporating 
standardized financial data on the status of the various Federal retirement 
systems in the Government’s financial reports. This will have the objective 
of making full disclosure of operating results and financial status regardless of 
how the systems are funded. 

The draft language in exhibit D is intended to implement the recommendations 
made herein. This language would revise the standard for computation of in- 
terest on special Treasury issues to the fund and replace the present section 
17(e) of the act with authorization for a permanent indefinite appropriation 
on the basis outlined above. Enactment of the proposed amendments would be 
in accord with the program of the President. 

By direction of the Commission: 

RocerR W. JONES, 
Chairman, U.S. Civil Service Commission. 
Maurice H. STANs, 
Director, Bureau of the Budget. 
Attachments: 
Exhibit A—Special Report of Board of Actuaries. 
Exhibit B—Projections. 
Exhibit C—Table. 
Exhibit D—Draft bill. 





EXHIBIT A 


SPECIAL REPORT OF THE BOARD OF ACTUARIES ON THE VALUATION OF THE CIVIL 
SERVICE RETIREMENT SYSTEM AS OF JUNE 30, 1958 


LETTER OF SUBMITTAL 
GEORGE B. Buck, 
CONSULTING ACTUARY, 
New York, N.Y., June 15, 1959. 
U.S. Crviz Service CoMMISSION, 
Washington, D.C. 


LADIES AND GENTLEMEN: The Board of Actuaries, appointed under section 
16(g) of the Civil Service Retirement Act, submits herewith a special report 
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summarizing the results of the valuation of the civil service retirement system 
as of June 30, 1958. 

A more extensive report on the valuation will be included in the 38th annual 
report of the Board. Pending the submission of that report, this special report 
may be helpful in considering the requirements of the system as shown by the 
valuation. 

Respectfully submitted. 

Geo. B. Buck, 

R. R. REAGH, 

Orto C. RICHTER, 
Board of Actuaries, Civil Service Retirement System. 


SpecrAL REporT OF THE BOARD OF ACTUARIES ON THE VALUATION OF THE CIvIL 
SERVICE RETIREMENT SYSTEM AS OF JUNE 30, 1958 


The Civil Service Retirement Act as amended by title IV of Public Law 8% 
(84th Cong.) requires periodic actuarial valuations of the civil service retirement 
system. In accordance with this provision of the act an actuarial valuation 
of the system has been prepared as of June 30, 1958. The results of the valua- 
tion are presented in this report. 

The report gives first a description of the basis used in the valuation. Then 
a statement of the normal cost of the system is presented, which is followed 
by a valuation balance sheet showing the present and prospective assets and 
liabilities of the system as determined by the valuation, and a brief discussion 
of the results. 

BASIS FOR THE VALUATION 


The valuation was based on the benefit and contribution provisions of the 
act in effect on June 30, 1958. These provisions as interpreted for the valuation 
are substantially those summarized in the 37th annual report of the Board. The 
last actuarial valuation of the system was prepared as of June 30, 1953, by the 
Committee on Retirement Policy for Federal Personnel. The active service and 
retirement tables, the salary scales and mortality tables used in the 1953 valua- 
tion were reviewed in the light of subsequent experience and a new set of tables 
was adopted for use in the present valuation. The new tables will be submitted 
in the next annual report of the Board. An interest assumption of 3 percent 
per annum was employed in the valuation. 

Since there is no central file of individual records covering the active member- 
ship of the system, each employing agency cooperated by conducting a 10 percent 
sample census of its employees subject to the Retirement Act. This census pro 
duced an estimate of 2,105,740 active employees with annual payroll of $11,104 
millions. Detailed records were available for the annuitants on the roll as of 
the valuation date. There were 418,233 annuitants with annuities amounting to 
$647,090,484 a year. 

NORMAL COST 


The Retirement Act provides that “the Commission shall submit estimates of 
the appropriations necessary to finance the fund on a normal cost-plus-interest 
basis and to continue this act in full force and effect.” 

The total normal cost percentage is the estimated level percentage of the 
salaries of new employees that would be required each year they will be in the 
service to pay fully for all benefits to them and to their survivors. The following 
table shows the normal cost for each type of benefit provided by the system. 
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Normal costs as percent of payroll, based on tabulation as of Jume 30, 1958 


Type of benefit Percent of payroll 
Annuities to employees: 
ty OE CUI is on nidalmetincdinctibeeneaeeteneed 6. 09 
Ni ass iio dase pia ileal asc icone acaall 2.01 
Deferred and involuntary separation._____-----_____--------. 2. 66 
—- 10.76 


Annuities to supervisors (other than children) of employees who 
will retire: 





I cI, A all else inncapassepre 2 
NN csc apna apenas asm a tinea Ch dehiscence open 06 
Deferred and involuntary separation_______________----__-- Bs 
1. 25 
Annuities to widows and dependent widowers of employees who will die 
RN a Ske Te alas cenbererastenaggoaton eng hoeeduinies aeckeadionaaoniaiees .49 
i SO coes dah ieindeniatsiecmenaneriars wiacioauseeaaabaaaele 11 
nt con to ssibuehjabsientenaisimsanmubaiantrepaebdsenmecssilveppapedivorisnetubags 1, 22 
PU I a eve eed 13. 83 
or criieecectneecetemienins adeansine gioianentaeyaoe tae a easel aeeaioes 6. 50 
Paid by Government through agency contributions___._.___._.___--_------- 6. 50 
sedan gcceshcoe Rutan aden ersoshesiin dorieecinies ax anova kates daceaanme Sopleiaigianben 83 


VALUATION BALANCE SHEET 


In addition to the normal contribution, the Commission’s annual appropria- 
tion estimate must include a calculation of interest on the deficiency. In order 
to determine the deficiency as of June 30, 1958, the liability for the prospective 
benefits payable to the present active, separated, and retired membership was 
determined. The normal cost valuation concept recognizes as assets the present 
balance in the retirement fund, the future contributions of present active mem- 
bers, and the future normal contributions payable by the Government. The 
amount by which the present value of the benefits payable exceeds such present 
and prospective assets represents the deficiency. The following valuation bal- 
ance sheet summarizes the present and prospective assets and liabilities of the 
system as determined by the valuation. 


Valuation balance sheet as of June 30, 1958 


[Present values in millions] 


LIABILITIES 
Benefits payable in respect to annuitants now on the roll: 
Pree coe” I Sa i ec cctecettaets $5, 168 
Survivor beneficiaries now on the roll__-_-_-------------~ 790 
Survivor beneficiaries of present retired employees____-__ 696 
———— $6,654 
Benefits payable in respect to separated employees____-_-_------------ 688 
Benefits payable in respect to present active employees : 
Annuities to employees : 
Bs ne Ga a a a ee ek $25, 971 
RINE icdtethL ton eka Sha ce Ee Ss 4, 966 
Deferred and involuntary separation___.___-~- ioe 5, 724 
Annuities to survivors (other than children) of employees 
who will retire: 
ae a aan Cae en ke 3, 966 
SN ee lhe bisibe tid rereaiow 1; 142 
Deferred and involuntary separation________-__-_~_- 588 
Annuities to widows and dependent widowers of em- 
ployees Who will die in service... nnn 1, 942 
Dumitied te Cama. oo oh cad nkd Aiswete een 302 
I 846 
—————_ 45, 417 
SIERO POIRIER  n iin Seesreneeam nie einen 67 


I ap alenteealv eps diaiecetvenaan Givaveat heaves merece dante aetna 52, 826 
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Valuation balance sheet as of June 80, 1958—Continued 


ASSETS 

I cca oth ecroneasbinaes eames sigs aoaiatibna sional $8, 269 

Deposits payable by present employees to secure full credit for 
service not covered by deductions____..__-___-_--------~- icsenncndisnmattisetle 750 
Future contributions by present employees at 614 percent___--- lait testers 7, 688 
Future normal contributions by Government at 7.33 percent-_-_-----~- 8, 668 
ada a ees sa acipcais nach Geimsran cc bh entehiie tami nee estn areca petelbelld 25, 375 
Deficiency, or excess of liabilities over assets_._...---------. 27,451 


DEFICIENCY 


Prior to 1953, neither the Commission nor the Board of Actuaries attempted 
to adjust estimates of the deficiency between valuations, other than for the excess 
of amounts required on the recommended financing basis over appropriations 
actually made. The valuation by the Kaplan Committee in that year was the 
first such study since 1947. It produced a deficiency estimate, as of June 30, 
1953, of about twice the estimate based on the prior valuation. 

In an attempt to mitigate such sharp changes, and in partial recognition of the 
many factors operating to increase the deficiency, the Commission and the Board 
have, since 1953, adjusted the deficiency estimate to recognize the following 
items: 


_ 


Increases to annuitants on the roll. 
Statutory changes in pay rates of classified and postal employees. 
Increased coverage due to the career-conditional program. 
Amendment of the Retirement Act by Public Law 854, 84th Congress, 
Excess of requirements under “normal cost plus interest” basis over 
actual Government appropriations. 
Excess of assumed valuation rate of 3 percent over actual rate earned by 
the ‘fund. 

Recognition of these items resulted in a deficiency estimate of $20,449 million 
as of June 30, 1958. The valuation shows a deficiency of $27,4 51 million as of 
the same date, or approximately $7,000 million in excess of the previous estimate. 

The increase in deficiency over that estimated may be attr ibut: ible to a number 
of factors. Adjustment of actuarial assumptions to refiect recent experience 
plays an important role. For example, the revised tables used as a basis for the 
valuation provided for lower mortality rates and higher rates of disability and 
optional retirement than the tables previously used. The use of the revised 
tables explains approximately $2,250 million of the increase in deficiency, leaving 
roughly $4,750 million due to other factors. 

These other factors are primarily of two kinds: (1) Salary increases over and 
above those recognized in the interim deficiency estimates; and (2) shifts in the 
age and service distributions of active employees between 1953 and 1958. The 
former includes wage board salary increases of 27 percent during the 5-year 
period. The latter reflects the prior service allowed new employees entering the 
membership and receiving credit for past civilian and/or military service. 

An increase in deficiency was not unexpected by the Board. Many govern- 
mental and private retirement systems have experienced similar increases in 
the accrued liability or deficiency. During the past 5 years the upward trend 
in the general level of wages and prices has continued and thus has caused a 
substantial increase in the cost of any system of retirement benefits based on 
the final 5 years or 10 years of salary. The civil service retirement system 
bases the benefit on the average salary received by the employee during any 5 
consecutive years of creditable service which affords the highest average. The 
increased level of salaries has increased the liabilities of the Government not 
only for future service but also for past service. This increased cost is reflected 
in the increase in the deficiency. 


* 
~ 


‘Robt, 


ANNUAL COST ESTIMATE ON BASIS OF VALUATION AS OF JUNE 30, 1958 


The following statement as of June 30, 1958, gives an estimate of the amounts 
required to finance the system on a normal cost plus interest basis, taking into 
account the estimated payroll of the membership as of that date and the normal 
rate and deficiency as shown by the present valuation. 
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Estimated annual cost of the Civil Service Retirement System as of June 30, 1958 


a Pe 




















Normal cost as— Deficiency cost as— Total cost as— 
Percentage | Annual amount} Percentage Annual Percentage | Annual amount 
of payroll of payroll amount of payroll 
¥ schiecencasaesiaiiagammcetaatiteniadineaaaateas 
eerie 13. 83 | $1, 535, 683, 000 7.42 | $823, 530, 000 21.25 | $2,359, 213, 000 
mployee deduc- | 
SS =| 6. 50 peo | | a |--------=----- 6. 50 721, 760, 000 
ency contribu- 
—...... 6.50 | 721,760,000 |...........- i Ts 6. 50 721, 760, 000 
Balance...........-- . 83 92, 163, 000 7. 42 | 23, 530, 000 | 8. 25 915, 693, 000 


ee 


The preceding table shows the normal cost to be equivalent to 13.83 percent 
of payroll. The employees by payroll deductions contribute 6.50 percent toward 
the normal cost and the employing agencies match their employees’ deductions. 
Therefore, there remains 0.83 percent as the balance not met by employee deduc- 
tions and Government payments through agency contributions. On the basis 
of the estimated payroll as of June 30, 1958, this represents an annual amount 
of $92,163,000. The annual deficiency amount as of June 30, 1958, is equal to 
3 percent interest on the estimated deficiency. This amount is shown to be 

323,530,000. Therefore, the portion of total annual cost not met by employee 
deductions and agency contributions is $915,693,000. 


CONCLUSIONS AND RECOMMENDATIONS 


The valuation shows that employee deductions and Government payments 
through agency contributions combined do not meet the requirements of the 
system on the normal cost plus interest basis. Unless additional amounts are 
provided, the result will be further increases in the deficiency. 

The Board believes that actuarial valuations at 5-year intervals are no longer 
adequate. During the years when salary levels remained fairly constant over 
extended periods, quinquennial valuations served quite well. In recent years, 
however, Government salary patterns have followed the upward trends in our 
economy. In order to determine the requirements of the system under present 
conditions, more frequent valuations should be made. In a majority of State, 
municipal, and private systems which are operated on an actuarial basis, annual 
valuations are made. 

It is our understanding that the Civil Service Commission now has under study 
the possibility of making a continuous sample of individual records of Federal 
employees for various purposes. The Board strongly recommends that provision 
be made to collect in this sample adequate information so that annual valuations 
of the System may be made. In this way the appropriation estimates may be 
kept in line with the actual requirements of the System. Also, by collecting 
data for selected groups of employees from year to year better comparisons 
between samples could be made. Furthermore, it is hoped that some method may 
be set up as a basis for checking annually the separation experience of the active 
membership similar to that now used for checking annually the mortality exper- 
ience of annuitants. 

Previously we mentioned that one reason for the increase in the deficiency is 
the fact that new employees are given credit in certain instances for past civilian 
and/or military service. The Board recommends that a study be made to 
determine the average period of service which is so credited in order that the 
Board may adjust the normal rate to take care each year of the cost of crediting 
such service. In this way the cost would be included in the normal component 
and would not be included in the deficiency. 

In conclusion the Board wishes to express its appreciation for the excellent 
work performed by the Civil Service Commission actuaries in connection with 
the valuation results and cost estimates as summarized in this special report. 
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ExHIsiT B 


EsTIMATED 





PROGRESS OI 


-Assuming Government payments of agency contributions 


THE FuNp 


matching em- 


ployee deductions, plus direct appropriations sufficient to meet normal cost plus 


interest on deficiency 


Employ 
deductions ! 


Fiscal year | 


ee 


730 
730 
730 
730 
730 
730 
730 


730 | 


730 
730 


730 | 
730 | 


730 


730 | 
730 | 


730 
730 
730 
730 


730 | 


730 
730 
730 
730 
730 


730 | 
730 | 


730 


730 | 


{In millions} 
l “a 
| Government payments 
| 


Agency con- 
tributions 


Direct appro- 


priations 















$7 $916 
7 916 
722 916 
722 916 
| 722 916 
722 916 
722 916 
722 | 916 
722 916 
722 916 
722 916 
| 722 916 
| 722 916 
722 916 | 
722 916 
722 | 916 
| 722 916 
722 916 
722 glf 
| 722 | 916 
722 | 916 
722 | 916 
722 | 916 
722 | 916 
722 916 
722 | 916 
722 916 
722 916 
722 916 
722 916 
722 916 
722 | 916 
722 916 
722 916 
722 916 


Interest at 
3 percent 


Jt fat pet fe ptt ft ft pt ft pt 
5h no _ 
© = 
On ~ 





1 Includes service credit payments. 
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, 696 


792 


, 976 
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, 496 | 
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Balance in 
fund at end 
of year 


$8, 269 
10, 096 
11, 887 
13, 679 
15, 406 
17, 070 
18, 671 
20, 211 
21, 690 
23, 110 
24, 473 


on = 
20, é/ 


27, 028 
23, 224 
29, 367 
30, 459 
31, 499 
32, 490 
33. 433 
34, 329 
35, 179 
35, 985 
36, 748 
37, 470 
38, 151 
38, 793 
39, 396 
39, 958 
40, 482 
40, 969 
41, 420 
41, 836 
42, 220 
43, 679 
44, 510 
44, 891 
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matching 


employee deductions, plus direct appropriations when needed to meet benefit 


payments 





Fiseal year 





a yak 


Employee 
deductions ! 











{In millions] 














Government payments 
as ee Interest at Benefit Balance in 
3 percent | payments | fund at end 
Agency con- | Direct ap- of year 
tributions propriations 

aod amu dinneealncay-cabtlade dai JASSSESE bseecaueien $8, 269 
See b4<csaneneanon $800 9,179 

Sar lictatbbacionce 890 10, 025 

Pa Sclewavasenanee 942 10, 843 

FOE Si dk naccncdcoed 1,059 11, 567 

TED Cicicinenniehe i 1,172 12, 198 

Tl Sdcnmedqubche 1, 283 12, 735 

Wel tiencnasakkienen 1, 390 13, 180 

TE indpeaneeosanes 1, 496 13, 530 

| = re 1, 598 13, 787 

Bl lctacboeteddbnn 1, 696 13, 953 

Vie Loadusade bon | 1, 792 14, 026 

EE Ei cceenditedndiip tenis } 1, 887 14, 005 

ES Sack iuists techies 1, 976 13, 893 

NE Be csiraiennsh mene iuiae 2, 064 13, 688 

SN la iene ati | 2, 148 13, 392 
i) atgointactinied | 2, 231 23, 003 

PP  aenacdicnapheces | 2,310 12, 522 

We Ekascnscgadlies 2, 387 11, 948 

ll Niceucienainieaaen | 2, 461 11, 282 

RE ichtib ae eee 2, 533 | 10, 523 

I Reodianadidbaauiiel 2, 601 9, 672 

WE Es dinccsdotensiniaianipaesns | 2, 667 8, 728 

TER lncwwse | 2,730 7, 692 

Wee te es 2, 792 6, 562 

| er eee 2,850 5, 339 

Se lcm atnaees 2, 908 4, 021 

WEP Rutisteniabadice 2, 966 2, 604 

a lowouseés i 3,020 | 1,090 

722 $514 3,072 |_. a . 

722 | i See SE Co consnanaets 

722 | L768 1... conse 3,170 | acnonnssacee 

722 | SN teens 9988 1c ncnncbeh 

722 | 1,985 |--- S400 1c... ee 

722 | AE oe ne et Ti, I Mesiaenmacaaanaieins 

722 | 2,181 |---- scieendeantclignd 3, 633 sinbaiieehasseieaiiae 





1 Includes service credit payments. 








TARLE 3.—Assuming Government payments of agency contributions matching em- 
ployee deductions, plus direct appropriations when needed to maintain fund equal 
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Exarpit C 
Government appropriations, employee contributions, and balance in civil service 
retirement and disability fund, fiscal years 1921-58 


{In millions] 


EE vr OOOO OO OOO 


























Government contributions 
al ih ___| Employee Balance in 
Fiscal year contribu- fund at end 
Budget tions ! of period 
recommen- Enacted 
dations 
sei -—! ponds 
I lication cssens ta areowte erent atacand etnias SS ai emipsaitencend ocamientaeraibeel $142.7 $83.0 
BE oo weercore conden deinen migra cen a aunenlind inden inet chaasenasn tiie $19.9 $19.9 28. 1 119. 4 
ee 20. 5 20. 5 29.0 156.8 
on senna dniceaktiaenoeene 3 20.8 20. 8 29 9 191.0 
BOBS. .ncncowwaccosncwnecccccocncnncens-scceccces | 20.8 20.8 | 31.9 223. 6 
Tee nn cand adpeienipieanguceumeneaad | 20.8 20.8 | 30.5 250. 0 
RSS A PR ae ea vee ee ee 20.8 20.8 28.7 262. 6 
a eet ie 20.8 20.8 | 30.1 32:7 
BE 6b aces ond sbawncdenuebenneneeshooeneowoesua 40. 0 40.0 32.4 299. ; 
TEES Sere ecee arenes ciirguintdigl 46.0 | 46.0 35.0 334. 4 
a cee Seater ieee 72.4 72.4 37.3 399.1 
hia he tedlibibaiten ane eibliehintenninierne ines aedeel | 74.2 74. 2 39. 2 468.8 
a ranch 86.3 | 86.3 42.9 553.1 
ct ie SES, eet gh onaakavademaudae inten 90.8 | 90.8 | 55. 4 652. 8 
acl regina sebigan 100.9 | 100 9 | 86.9 794.9 
a ees aes Gpbsag cece 105. 3 105. 3 226.1 | 1, 081.3 
iia icnesiniitliltadpoek-aripipand iow aR ain ialearts be Shana in inoue area 175. 1 175. 1 269.4 | 1, 476.3 
a Bs ina aaa said ariel 194. 5 | 194. 5 288. 1 1, 876. 2 
RPE eS Seti ack ee nado donee nudaneey 245. 0 245.0 | 279. 5 | 2, 201. 2 
ia aarti 220.1 | 220.1 | 255 2, 478.9 
1948_- Samesieipilivsida Giecdipiarehingel SE asennad ais 244. 0 244.0 | 2, 825. 8 
1949. mepcate tp akeaiaationnaie wapaltiinbion ele iakteantel 224. 0 | 224. 0 | 3, 287.6 
1950. _- na ee Set a 328. 4 | 301.3 | 55.6 | 3, 842. 2 
eic.--.. acta te nakcpandamebahgrssieaiceesaisoal 333. 3 | 305. 0 | 374.9 | 4,419.9 
ict adecaccilistipehoaie Niepleicicac anode ancngiaiteatise ates eines $20. 4 310.0 414.8 | 5. 037.0 
1953. fet ent ie Sites ws 457.9 321.4 420.0 | 5, 635 8 
REESE ESSERE . cba eea ei 368. 2 | 31.4 425.0 | 5, 912. 6 
a eh a a 29. 6 29. 6 440.3 | 6, 193. 2 
1956 Reet 8 das pee ees ata 216.0 | 233.0 | 570.8 | 6, 708. 6 
1957 ken il la ik Tia leas ia es Ra 295. 0 525. 0 640. 5 | 7,512.4 
1958 2 : daeeedan de jeticha sce 583. 9 583.9 675.1 | 8, 268. 9 








1 Includes voluntary contributions and service credit payments as well as salary deductions, 
2 Figures in 1st 2 columns represent contributions by Federal agencies. 


Exuisit D 


A BILL To amend the Civil Service Retirement Act, as amended, with respect to the 
method of computing interest earnings of special Treasury issues held by the Civil 
Service Retirement and Disability Fund, to provide for permanent indefinite appropria- 
tion to said fund, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) subsection (d) of section 17 of the 
Civil Service Retirement Act, as amended (70 Stat. 759; 5 U.S.C. 2267), is 
amended to read as follows: 

“(d) The purposes for which obligations of the United States may be issued 
under the Second Liberty Bond Act, as amended, are hereby extended to au- 
thorize the issuance at par of public debt obligations for purchase by the fund. 
Such obligations issued for purchase by the fund shall have maturities fixed 
with due regard for the needs of the fund and bear interest at a rate equal to 
the average market yield computed as of the end of the calendar month next 
preceding the date of such issue, borne by all marketable interest-bearing obli- 
gations of the United States then forming a part of the public debt that are 
not due or callable until after the expiration of three years from the end of such 
calendar month, except that where such average market yield is not a multiple 
of one-eighth of 1 per centum, the rate of interest on such obligations shall be 
the multiple of one-eighth of 1 per centum nearest such average market yield. 
The Secretary of the Treasury may purchase other interest-bearing obligations 
of the United States, or obligations guaranteed as to both principal and interest 
by the United States, on original issue or at the market price only if he de- 
termines that such purchases are in the public interest.” 
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(b) Subsection (e) of said section 17 is amended to read as follows: 

“(e) There is hereby appropriated to the fund, out of any money in the 
Treasury not otherwise appropriated, for the fiscal year beginning July 1 next 
following the date of enactment of this amendatory paragraph, and for each 
fiscal year thereafter, such amount as may be required to prevent the estimated 
balance in the fund at the end of any such fiscal year from being less than the 
estimated total of lump sum credits and voluntary contribution accounts of 
present and former employees or Members, minus the estimated total of annuity 
payments made to such employees or Members or to the survivors of such em- 
ployees or Members, and chargeable to such credits and accounts.” 

Mr. Tuomas. Did you make a request of the Bureau of the Budget 
for any amount over and above that $721,760,000? You usually make 
a request for cost plus interest. Did you do it this year? 

Mr. Jones. Yes, as required, we did. 

Mr. Taeiean. Congress is not asking you to go out and engage in 
gymnastics. They are interested in keeping the ‘fund solvent, and the 
law says you shall submit an estimate of the amount needed to keep 
the fund current every year with the idea of the appropriation ees. 
made to keep the fund solvent. That is the purpose of that act 

You concurred with the Bureau of the Budget that it was not 
needed ? 

Mr. Jones. I do not think we concurred that it was not needed, 
sir. Weconcurred in the general statement that you do not need it now 
to pay any level of be nefits which would be going out of the fund fora 
number of years in the future, and we also concurred 

Mr. Tuomas. This is a liability that the Government. owes, is it 
not, and it was created by virtue of the fact the Government has not 
lived up to its part of the contract with the Federal employee. 

Mr. Jones. If the evidence of obligation were put in the fund, we 
do not think it would be any better than the basic credit of the United 
States. 

Mr. Tomas. Did you ever hear anybody talk about paying as you 
go and taking care of this year’s obligation when it is due and not 
piling up a debt on our children and our children’s children? Did 
you ever hear that statement made? 

That is exactly what you are doing here this year. You are piling 
up $944 million on them. 

Mr. Yarers. Did not the President use the phrase about mortgaging 
our children’s future in a message to the Congress of the United States 
and is that not what he is proposing to do here? 

Mr. Jonrs. No, because what you are putting in the fund is not 
dollars. Even if Congress appropriates it you are putting in evidences 
of debt which some day will be paid. 

Mr. Tuomas. Maybe. 

Mr. Yates. Why have any trust funds in the Government, then! 

Mr. Jonrs. Some people have asked that question. 

Mr. Yares. I am asking you that question. Apparently you do not 
think you sisi ap have trust funds. 

Mr. Jones. I do not say that at all. It is a different proposition 
when you are dealing with some body else’s money. If you are dealing 
with the publie’s money, you have to have a trust fund such as social 
security. 

Mr. THomas. The Comptroller General did not agree with the 

sureau of the Budget or the Civil Service Commission. 
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Mr. Jones. He does not. He likes normal cost plus interest. 

Mr. Tuomas. So did the Kaplan committee. Mr. Joseph Campbell, 
the Comptroller General of the United States says: 

As a means of assuring that retirement costs incurred by the Government 
each year under this system are included in the annual budget, we recommend 
that appropriations be made to the fund in the amounts measured by the normal 
eost-plus-interest basis of determining annual retirement. 

That means that in his judgment we should put in there over and 
above the $721,760,000 another $944 million this year. 

Mr. Jones. That is correct. 

Mr. Tuomas. I certainly agree with the Comptroller General’s 
position. We are piling it up on our children’s children. If it is 
good to pay as you go in one way, why is it not well to pay as you 
go in all regards? 

Of course, what the Bureau of the Budget is squeamish about is 
balancing the budget. 

Mr. Jones. Yes, it affects the expenditures budget. 

Mr. Tuomas. And it certainly affects the rights of the employees 
who will retire 20 or 25 years from now or 15 years from now as well 
as this year’s budget. 

Mr. Jones. There is where I find it difficult to follow you, Mr. 
Chairman. 

EFFECT ON THE NATIONAL DEBT 


Mr. Tuomas. It seems to me the key words in your recommenda- 
tions and the recommendation of the Bureau of the Budget are three 
little words “important fiscal effects” during 1961. Don’t get that 
balance out of line any more. 

Mr. Jones. I think it goes beyond that. 

Mr. Tuomas. Is this part of the national debt ? 

Mr. Jones. If this money were appropriated ? 

Mr. Tuomas. Yes. 

Mr. Jones. Yes, it would be. 

Mr. Tuomas. So it would make—— 

Mr. Yates. The deficit is not. 

Mr. Tuomas. If you appropriated another $944 million to pay the 
rest of the Government’s cost for this year it would make the national 
debt a little larger, would it not ? 

Mr. Jones. If you do not have a balanced budget, by whatever 
amount it is off balance, yes. 

Mr. Tuomas. Regardless of whether or not it is balanced on paper, 
if you owe $944 million you are not appropriating and not paying, 
the budget is not balanced, is it ? 

Mr. Vous, No, but if you appropriate it you are still appropriating 
dollars which will be used to purchase debt obligations of the United 
States and 20 years from now when you need them you will have that 
much more problem on your refunding. 

Mr. Tuomas. If this payment were made the retirement fund would 
be drawing interest on its assets as any other investment. 

So far as I am concerned I am willing to write a half billion dollars 
in this year’s bill on the theory that the legislative committee will 
not have the opportunity to get the proper interest rate charged in 
for this fund. It is less than 3 percent now. If proper interest 
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rates were charged in, it would be something else, and whether or.not 
they will get around to it this year I do not know. 

I would like to see more money going in here. You will not help 
the fund by sweeping this problem under the rug and that is all you 
are doing. 

We are talking about the full faith and credit of the Government, 
The full faith and credit of the Government is behind everything, 
on your expenditures in the War Department, for example, your guns, 
everything else. 

Let us insert the bottom of page 133, 134, and 135 in the record at 
this point. : 

(The pages follow :) 


ESTIMATES ON A NORMAL Cost PLUS INTEREST BASIS 


Periodic actuarial valuations are necessary for the determination of the 
normal cost and the unfunded liability, or deficiency. On June 15, 1959, the 
Board of Actuaries of the Civil Service Retirement System submitted a special 
report summarizing the results of a valuation as of June 30, 1958. Copies of 
this report have been furnished the interested congressional committees and 
the Bureau of the Budget. The new valuation produced a minor increase ip 
the estimated normal cost, and a significant increase in the estimated deficiency, 


COMPUTATION OF NORMAL COST 


The Board of Actuaries estimates that the normal cost of the benefit provisions 
as amended by Public Law 854 is 13.83 percent. With employees paying 6.50 
percent, this leaves a Government normal cost of 7.33 percent. In arriving 
at the estimated amount of the Government’s normal cost, this percentage is 
multiplied by the total salaries of employees covered by the Retirement Act. 

The census of active employees compiled for the Board’s valuation showed 
coverage of 2,105,740 employees with total annual salaries of $11,104 million. 
For purposes of the normal cost estimate, the payroll is assumed at this level 
in fiscal vear 1961. 

The following table shows the factors considered in estimating the normal 
cost: 


1. Average number of covered employees____-_-_------------_~~ 2, 105, 740 
ee ern I enacihpseneaiduioendaerananivaiens $5, 27! 
3. Estimated total salaries of covered employees___-_-_-_- __.. $11, 104, 000, 000 


4. Government’s normal cost (7.33 percent of payroll, fiscal 
NN I ice aca cca cs eensectag niin gener tebsie- coccinea inet $813, 923, 000 


COMPUTATION OF INTEREST ON THE DEFICIENCY 


The Board of Actuaries estimates that the deficiency amounted to $27,451 mil- 
lion’ as of June 30, 1958. Since there were no direct appropriations to the fund 
for the fiscal years 1959 and 1960, the deficiency will increase by interest thereon 
and by the excess of the Government’s normal cost over contributions by agencies 
at the rate of 6.50 percent of salaries of their covered employees. Interest on 
this excess must also be included, since the normal cost is assumed to be paid 
continuously throughout the year, rather than at the end of the year. 

The deficiency will also increase because the fund earns interest at a rate 
lower than 3 percent. The Board’s estimates of the normal cost and the defi- 
ciency are predicated on the assumption that the fund will earn 3 percent over 
the long-term future. Current deviations from that rate are treated as adjust- 
ments of the deficiency. The alternative—a lower rate in the normal cost and 
deficiency calculations—would result in substantially increased retirement cost 
estimates. 


1 This figure inelndes the cost during fiscal years 1959 and 1960 of increases under Public 
Law 85-465 to retired employees and survivor annuitants, but does not tnelude the cost 
during these years of new annuities under Public Law 85-465 to survivors of employees 
and annuitants who died prior to Feb. 29, 1948. 
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I eee i 
a The following table shows the factors used in estimating interest on the 
deficiency for fiscal years 1959 and 1960: 
Ip | 
} eT 
ou | 
| Fiscal year 1959 | Fiscal year 1960 
Ds eeeniniranseetied neh eit neaan er ee AS: So RS SE SS tig erie 
nf 1, Deficiency at start of fiscal year..................---------------- $27, 451, 000, 000 $28, 362, 989, 000 
£, a  — 
: . Government’s normal cost (7.33 percent of estimated annual 
Ns, 3 payroll of tee etalon Pg eee <- 813, 923, 000 813, 923, 000 
Agency contributions (642 percent of estimated annual payro 5 
t . Bf $11,104,000,000) skeen eimeenenpe np hrentenniatparmeas 721, 760,000 721, 760, 000 
a nd 
4 Bucoss of item Doves Meme 3... 5. codiccdl ict cdk lee dcnes 92, 163, 000 92, 163, 000 
§, Amount by which interest income falls short of income at as- i 
ee ee eS Sa ae ae eee 36, 110, 000 37, 045, 000 
6. Increase in deficiency due to benefit payments in fiscal years 
1959 and 1960 to new survivor annuitants under Public Law 
SOND. cha ncabavicnonndsvsiedh sien ax ncuih deguhiueaiaatisGOGmecntatie 36; 906 000 BR vcecsecanccccus = 
7, Decrease in deficiency due to qmplagees deductions and agency 
the contributions on retroactive salary under Public Law 85-426 
and Public Law 85-462 and payment by Panama Canal Com- 
the pany under Public Law 85-600... ncscsscocegdococsessnens G6, 000, 000 J .....2.2...-enscuse 
ci — ————————SSS  )s 
: : & Deficiency at June 30, excluding interest (items 1+-4+5+6—7)_| 27, 538,077,000 28, 492, 197, 000 
9, Interest at 3 percent on deficiency (3 percent of item 1). .-...---- 823, 530, 000 50, 890, 
and defici ( f ) 850, 890, 000 
2 in 10, Interest at 3 percent (for 42 year) on excess of Government nor- 
ney mal cost over agency contributions (152 percent of item 4)_.._-- 1, 382, 000 1, 382, 000 
ll. re See CRIED 5 ncn nntabelencscnenesibdacivensecs 824, 912, 000 852, 272, 000 
12. Total deficiency at June 30, 1959 (items 8+11).............. ~~ 98, 362, 989, 000 oe acetnneniiaale m 
ions 
6.50 j . : 
ving Summary of computations on a normal cost plus interest basis, fiscal year 1961 
e is Nee ee a scncsiesciesbinenaiecnincunioeinely $813, 923, 000 
, ne OU Gene UN Od... coceicsuemapamrameseibns desasiinpsnutissapentinindpmbeniohansi 852, 272, 000 
wed 8. Total required on normal cost plus interest basis (items 1+ 2)_..---_- 1, 666, 195, 000 
lion. DEeCeenerennetens be BROCE. Wj ccencecnnpocwencemecheeneewenas 721, 760, 000 
level 5. Amount on normal cost plus interest basis not met by agency contribu- 
1 | Sn I 0a la ac cierto eet nena eae nannineienieaennieniciie 944, 435, 000 
rma ° ° ° 
Mr. Ruopes. If the Chairman will yield. 
| . Toomas. Yes, Mr. Rhodes. 
. 740 Mr ’ 
), 27. 
, 000 RECEIPTS VERSUS DISBURSEMENTS IN THE FUND 
300 | Mr. Ruopves. The table on page 136 indicates that the normal re- 


ceipts for 1959 and 1960 are in excess of the benefit disbursements by 
some $600 million. 


mil If the statistical studies are correct, at some time in the not too 
fund — distant future that picture will be reversed, so that the benefit dis- 


ee _ bursements will exceed the normal receipts and at that time the tax- 
aa | payers of the United States will be called upon to make up the 
paid ference. 
Do you have any study or can a study be prepared to project this 
rate | picture into the future assuming the same pay level of Federal em- 
pr loyees, about the same employment rate, as to when the benefit dis- 
ijust: ursements will exceed normal receipts ? 
t and Mr. Jones. That has been done. It happens about 1970, I think. 
teost | Mr. Ruopes. Do you have it further projected to show the ceiling 


which annual payments from the General Treasury must meet in 
peklll the future to take care of benefits assuming the same level of employ- 
e cost | ‘Ment and the same rate of employment? In other words, how much 
aloyees | under the worst circumstances in the worst possible year will it cost 

the taxpayers to make up this deficit? I will ask that be inserted in 
the record when it is prepared. 
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Mr. Tuomas, Is this statement correct, now: The status of invest- 
ments in the fund in 1959 was $8,166 million and in 1960 it is $9,119 
million ? 

Mr. Jongs. Yes. 

Mr. Tuomas. In round figures it is about $9.1 billion ? 

Mr. Jongs. That is right. 

Mr. Tuomas. Insert those tables Mr. Rhodes referred to. 

(The information requested follows :) 


TaBLE 1,.—Assuming Government payments of agency contributions matching 


employee deductions, plus direct appropriations sufficient to meet normal cost plus 
interest on deficiency 


{In millions] 





Government payments 

















Employee Interest at Benefit Balance in 
Fiscal year deductions ! 3 percent payments | fund at end 
Agency con-| Direct ap- of year 
tributions | propriations 
pink adieceenincadaine = - ol enepencnckoweslnnssossenspeadinerek-aeegaaainmnesengpeged 269 
sd $730 $722 $916 $259 $800 % 096 
ENR | 730 722 916 313 890 11, 887 
id | 730 722 916 366 942 13, 679 
See 730 722 | 916 418 1, 059 15, 406 
A iit caictacel 730 722 916 468 1, 172 17, 070 
Race we caw dcrs 730 722 916 516 1, 283 18, 67] 
, 730 722 | 916 562 1, 390 20, 211 
a a aie 730 722 | 916 607 | 1, 496 21, 600 
A 730 722 | 916 650 1, 598 | 23, 110 
ad 730 722 | 916 691 1, 696 24, 478 
SA honisdtnenediicte | 730 722 | 916 730 1, 792 25, 779 
ane i lence | 730 | 722 916 768 1, 887 27, 028 
EL eames Giese 730 | 722 916 804 | 1, 976 28, 224 
1972_._. ihe 730 | 722 916 839 2, 064 | 29, 367 
ae 730 722 916 872 | 2, 148 | 30, 459 
sn) 730 722 | 916 | 903 | 2,231 | 31, 499 
EY, 730 722 | 916 933 2, 310 32, 490 
730 722 916 | 962 2, 387 | 33, 433 
730 | 722 | 916 | 989 | 2, 461 34, 329 
730 722 | 916 1,015 2. 533 35, 179 
730 722 | 916 1, 039 2 601 35, 985 
730 722 | 916 1, 062 | 2, 667 36, 748 
730 | 722 | 916 1, 084 | 2, 730 | 37, 470 
730 722 | 916 | 1, 105 2,792 | 38, 151 
730 | 722 | 916 1, 124 2, 850 38, 793 
730 | 722 | 916 1, 143 | 2. 908 39, 396 
730 | 722 | 916 | 1, 160 | 2, 966 | 39, 958 
730 722 916 1, 176 3, 020 | 40, 482 
730 | 722 916 1, 191 3.072 40, 969 
730 | 722 | 916 | 1, 205 3, 122 | 41, 420 
730 722 | 916 | 1, 218 3. 170 | 41, 836 
730 722 | 916 | 1, 230 3, 214 | 42, 220 
730 722 | 916 1, 275 3, 407 | 43, 679 
730 722 | 916 1, 301 3, 545 | 44, 510 
730 722 916 1, 314 | 3, 633 | 44, 891 





‘ Includes service credit payments, 


hatte tet et pte ede pl pel el Oe eek oe 
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st- Taste 2.—Assuming Government payments of agency contributions matching 
19 employee deductions, plus direct appropriations when needed to meet benefit 
payments 
| {In millions} 










Government payments 


















Employee Interest at Benefit Balance in 
Fiscal year deductions ! 3 percent payments | fund at end 
Agency con-| Direct ap- of year 
tributions | propriations 
, $8, 269 
soa 10, O38 
) 0, 
° 10, 843 
11, 567 
12, 198 
— 12, 735 
13, 580 
3, 
— : 13, 787 
: 730 13, 953 
. 730 14, 026 
730 14, 005 
— 730 ie = 
730 13, 
4 730 13, 892 
887 730 13, 003 
¥ 679 730 12, 522 
406 730 11, 948 
. 070 730 11, 282 
: én 730 10, 528 
9, 211 730 . 9, 672 
" 600 730 2, 667 8, 728 
3 110 730 2, 730 7, 692 
‘, 473 730 2, 792 6, 562 
5 79 730 2, 850 5, 339 
7 028 730 2, 908 4, 021 
s 24 730 2, 966 2, 604 
9. 367 730 3, 020 1, 090 
0 459 730 3, 072 
1, 499 730 3, 122 
> 490 730 3, 170 
3. 433 730 3, 214 
4, 329 730 3, 407 
5,179 | = = 
5, 985 etree ee ee 
6, 748 
: a 1 Includes service credit payments, 
8, 793 
9, 306 
10, GSS 
10, 482 
10, 969 
i, 420 
11, 836 
(2, 220 
13, 679 
44, 510 











ete 


TaBLE 3.—Assuming Government payments of agency contributions matching 
employee deductions, plus direct appropriations when needed to maintain fund 
equal to employees’ equities 

[In millions] 
gsiemens see 
































Government | 
— payments lt . | Balance in 
mployee nterest at enefit | fundat | Employees’ 
Fiscal year deduc- | : 3 percent | payments end of eadities 
tions ! Agency Direct year 
contribu- | appropri- 
tions ations 

ieee cieeeed etic Mates scancinaaeiamsanelid Redan aucivumt: | $8, 269 5 4 
1950______ so $730 $722 $258 $800 | 9,179 re 
esr asowthad 730 722 284 890 10, 025 6, 130 
BE siciccssnenian 7 Fee Bac cee | 308 942 10, 843 | 6, 499 
1962. 730 722 | 331 1,059 | 11, 567 6, 830 
 tsaiew 730 | 722 351 1,172 | 12, 198 7, 150 
1964 730 722 368 1, 283 12, 735 7, 450 

1965 Ti nieirtnaracibsnas 7 722 383 1, 390 | 13, 180 7? 
ae 730 722 | 394 1, 496 13, 530 7. 999 
1967__ 730 722 403 1, 598 | 13, 787 8, 230 
el emaiwaipatas 730 722 410 1, 696 13, 953 8, 450 
1969 730 722 413 1, 792 14, 026 8, 650 
1970. 730 722 414 | 1, 887 14, 005 8, 83 
1971... 730 722 412 1, 976 13, 893 | 8, 900 
1972 4 730 722 407 2, 064 13, 688 9, 130 
1973 ‘i | 730 722 | | 400 2, 148 13, 392 9, 250 
1974 b 730 722 390 2, 231 13, 003 9. 350 
1975 anime 730 722 377 2, 310 12, 522 9, 430 
SE nininicenscoeeiel 730 722 361 2, 387 11, 948 9, 4% 
1977 : 730 722 | 343 2, 461 | 11, 282 9, 530 
Sl ccktuisintignnaebae 730 722 ie 322 2, 533 10, 523 9, 550 
1979_- 730 722 ss 298 2, 601 9, 672 9, 550 
1980___- a 730 722 $815 278 | 2, 667 | 9, 550 9. 550 
i icisintesinddc ded 730 722 1, 000 278 2, 730 | 9, 550 9. 550 
1982 730 722 1, 062 278 | 2, 792 | 9, 550 9, 550 
1983 __ “ 730 722 1, 129 278 | 2, 850 9, 550 9, 550 
1984 bs 730 722 1,178 278 2, 908 | 9, 550 9, 550 
1985 730 722 1, 236 278 2, 966 | 9, 550 9, 550 
1986 ase 730 722 1, 290 278 3, 020 9. 550 9, 550 
1987 __ = 730 722 1, 342 | 278 3, 072 | 9, 550 9, 550 
1988 Sushasiese~ . 730 722 1, 392 278 3, 122 9, 550 9, 550 
Seees=csts2S<< 730 722 1, 440 | 278 3, 170 9, 550 9, 550 
ee 730 722 1, 484 | 278 3, 214 | 9, 550 9, £50 
1995__ ~ 730 722 1, 677 | 278 3, 407 9, 550 9, 550 
Geesxacscecci. 730 722 1, 815 | 278 3, 545 | 9, 550 9, 550 
Pe isieninnenemens 730 722 | 1, 903 | 278 3, 633 | 9, 550 9, 550 

' i 





1 Includes service credit payments, 


Mr. Tuomas. In what year is it that the deficiency will occur? Is it 
15 years from now ? 

Mr. Jones. In about 1970 the balance in the fund starts coming 
down. 


EFFECT OF 1956 LAW ON THE RETIREMENT FUND 


Mr. Tuomas. How much has this fund depreciated? We passed a 
new law in 1956, did we not ? 

Mr. Jones. That is right. 

Mr. Tuomas. How much did that law in itself cost the fund ? 

Mr. Jones. It didn’t cost the fund anything. It was still climbing 
then and it continues to climb for some years. The cost is in the long 
run, but as of that time the cash was still coming in faster than it was 
going out. 

Mr. Tuomas. You increased deficit ? 

Mr. Jones. Yes. 

Mr. Tuomas. How much has the deficit increased in the last 6 or 7 
years ? 
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’ Mr. Jones. It is somewhere in this report. 

Mr. Tuomas. That one act I think cost $214 billion. 

Mr. Lawton. About three and a half. That is on the basis that 
then was assumed which is a little low. 

Mr. Jones. I do not have that figure here but it is available. 

Mr. Tuomas. Supply it for the record. Show the increase in the 
deficiency for the last 10 years by years. 

(The information requested follows :) 


Estimates of deficiency, in millions, at end of fiscal years 1951-60 


| 
Source—U.8. 











At end of fiscal year | Deficiency | CSC budget 
| estimates for 
| fiscal year— 

NEE Ae ae Se ee ee eee Ge a ee eG eS $4, 875 1953 
ES ae Oe een ge See eee Oe ee ages sede 4, 938 1953 
; 4 19,912 1957 

10, 583 1957 

11, 971 1957 

13, 838 1958 

217,951 | 1958 

a $27,451 | 1961 

lt ncninileeae etme tat Salita dhniddinhieantaahemebatiealdnnadigiretchamaaneteadenmesaenienens 28, 363 1961 
ti dbenebinielswsidoadiak dnb bbwatinkinnsddddsinbocdedbbhunmaktibhtuige aiskubiceiod 29, 344 1961 














1Valuation by Committee on Retirement Policy for Federal Personnel, with change in valuation as- 
sumptions and change in interest rate from 4 percent to 3 percent. 


4 Reflects increase in deficiency due to Civil Service Retirement Act Amendments of 1956. 
§Valuation by Board of Actuaries; reflects, among other items, revised valuation assumptions. 


Nore.—Detailed information on year-to-year increases in estimated deficiency is contained in annual 
budget submissions to House and Senate Appropriations Committees. 


NEED FOR A TRUST FUND TO FINANCE RETIREMENT SYSTEM 


Mr. Ruopes. I merely wanted to state that so far as I am person- 
ally concerned I am not worried about whether this is a paper deficit, 
because it is a real one, resulting from our liability to Federal em- 
ployees. I do not see that it will accomplish much to appropriate $500 
million this year to start to make up a deficit because it will not really 
be more than a start. 

Mr. Tuomas. It will not make it up but it will stop it from going 
down. 

Mr. Ruopes. It is on the full faith and credit of the United States, 
anyway. 

Mr. Yates. Why not put all funds on that basis? 

Mr. Ruopes. Why not? 

Mr. Yates. I would like to ask the Commissioner that question. 

Mr. Jones. I would be glad to answer. There is a vast difference 
between a trust fund composed of liabilities to Federal employees 
like us and a trust fund composed of moneys collected from mem- 
bers of the general public such as you have under the railroad retire- 
ment fund or social security fund. 

Mr. Yates. Invested in securities of the United States of America. 

Mr. Jones. That is correct. 

Mr. Yates. Which is nothing more than a manifestation of the full 
faith and credit of the United States, so that when you come down to 
your definition the distinction is not valid, is it ? 

Mr. Jones. I think it is to this extent: The very large amount of 
this actuarial deficiency has been caused by the granting of retire- 
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ment benefits to people who did not pay for them at all, people who 
originally were brought in under the original act, and additional 


benefits that have been granted through the years on which the cost | 
has outrun the increase in the contribution by the employee and the | 


Government. 

Mr. Tuomas. There is no question about that. 

Mr. Jones. To this extent this becomes, I think, and the public 
image becomes entirely different from the utilization of the social 
security contributions that an individual makes and the contributions 
made by his employer. If they were used in your cash budget with- 
out any investment in obligations of the United States, it would 
leave a very much greater public image of adverse impact than a short 
fall in future obligations of Government employee trust funds. 

Mr. Yates. The fact still remains that if you argue that the full 
faith and credit of the United States is sufficient for purposes of taking 
care of this ever-mounting deficit, the same argument could be made 
with respect to any trust fund. It could be made with respect to the 
social security fund. What distinction do you draw between this fund 
and the veterans’ insurance fund, for example? Why should not that 
fund be permitted to disintegrate as this one is being permitted to dis- 
integrate and have that fund, too, paid not upon the basis of any 
funded obligations but rather upon the full faith and credit of the 
United States ? 

Mr. Jones. Again there is a difference. The courts have ruled that 
is a contractual obligation of the Government. 

Mr. Yates. This is not a contractual obligation ¢ 

Mr. Jones. A moral contractual obligation but Congress can change 
the law tomorrow, sir. 

Mr. Yares. Can the Congress change the law tomorrow to take 
away the amount of money that the beneficiaries are to receive under 
this fund ? 

Mr. Jones. Yes, it could reduce retirement benefits. 

Mr. Tuomas. I doubt it. I think you have vested rights and you 
might get into trouble. 

Mr. Yates. Do you know of decisions where this has been done? 

Mr. Jones. No; because Congress never has seen fit to do it. Con- 
gress has increased benefits. 

Mr. Yates. Assuming you are right, is this an argument against 
nonfunding of this obligation? At some future date when the fund 
runs out entirely, you propose to leave to the mercies of an economy- 
minded Congress the matter of appropriating over a billion dollarsa 
year 

Mr. Jones. We do not propose—— 

Mr. Yates. Let me finish my statement—of appropriating more 
than a billion dollars a year, and I don’t know into how many years, 
appropriating $1 billion every year for the purpose of paying benefits 
to annuitants, and this is to come out of general appropriations be- 
cause you have not funded the obligation. Is my statement correct? 

Mr. Jones. Yes; but Congress does that now with respect to mili- 
tary retirement costs. 

Mr. Ruoves. I would say we should appropriate the whole $27 bil- 
lion if I agreed with the chairman. I do not agree with him. This 
should be a vested right and there is no doubt about it. 
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Mr. Yarers. This is not necessarily true. Because you take one pill 
and it makes you well does not mean you take all the pills in the 
pottle at one time on the theory it will make you twice as well. You 
have to consider all existing circumstances in this. 

It seems to me that if your argument is based om the fact you 
have the full faith and credit of the United States behind this, I do 
not know why you cannot do it with respect to other trust funds as 


well. 

You have $9 billion of Federal obligations in this fund ? 

Mr. Jones. No; of employee credits. 

Mr. Yares. Of assets represented by obligations of the United 
States ? 

Mr. Jones. Yes; these represent the balance of contributions made 
by all of us, as well as agency contributions, appropriations, and earned 
interest. 

SECURITIES IN THE RETIREMENT FUND 


Mr. Yates. Are those in bonds? 

Mr. Jones. They are in various and sundry obligations. 

Mr. Yates. Notes of the United States ? 

Mr. Jones. Yes. 

Mr. Yates. How much interest is being paid on that ? 

Mr. Irons. The interest is 254 percent. 

Mr. Yates. Why should not the going rate of interest 

Mr. Jones. It should be. 

Mr. Irons. This is fixed by law. 

Mr. Yates. The amount is fixed by law? 

Mr. Tuomas. The return on long-term obligations? 

Mr. Lawton. Five-year obligations, or greater. 

Mr. Yates. What change will be effected in the event the law is 
changed to require the Government to pay the going rate of interest 
on the indebtedness in this fund ? 

Mr. Jonrs. Immediately it would reduce our actuarial deficiency in 
the fund by a couple billion dollars. 

Mr. Yartrs. It would increase the national debt by that amount, 
would it not, because of the interest that has to be paid? 

Mr. Jones. Your debt-servicing charge goes up. 

Mr. Ruopes. If we appropriated $27 billion, the only effect it would 
have would be to increase the national debt by $27 billion, No. 1; 
No. 2, it would cause the interest of that fund to be paid at the going 
rate rather than at the statutory rate; is that a fair statement? 

Mr. Jones. That is correct. 





FINANCING THE RETIREMENT SYSTEM 


Mr. Ruopes. Actually, my main concern is that I do not think the 
people of the United States know what is going to hit them in the 
future. I think we ought to let them know how much this is going 
tocost the taxpayer in the future. 

_ Mr. Yares. Do you think the Bureau of the Budget and the admin- 
istration have mortgaged our children’s future by—— 

Mr. Rupes. I could not answer that. 

Mr. Tuomas. We are decreasing our future obligations if we could 
pay as we go. 








776 


Mr. Ruopes. That is right, and there is no doubt that you are goi 
to pay it anyway. If the money were appropriated today, $27 bil- 
lion, to make this thing whole, and according to you we would not 
then be any more mortgaging the future of our children. However, 
we would just as much as we are now, because the only way it can be 
paid is by ene taxes and there is no doubt about it. 

It has the same effect whether you put it in the fund or, as it were, 
leave it with the full faith and credit of the United States. It will 
be paid at the same rate as you have on this table on page 16 of the 
report on the civil service retirement system. It will be paid by the 
same taxpayers. 

Mr. Tuomas. It is so much easier to pay $400 or $500 million ora 
billion dollars this year than it is to come on later and pay about $2 
or $3 billion for a period of 10, 15, or 20 years and from then on: 

Mr. Ruopes. My point is that you are going to have the same thin 
anyway, if you appropriate half a billion dollars this year or $2 
billion dollars this year. The proof of the pudding is when the 
bonds come due and you have to have the money to pay these people, 

Mr. Tuomas. When they come due, you owe more than if you paid 
it as you go. It is so much easier to pay a little each year, than to 
put out a tremendous sum. That is what we are going to do, 

Mr. Ruopes. If I may, all you do is to put the funds into bonds, 
Who paysthe bonds? The taxpayers, when it comes due. It does not 
make any difference whether there is a bond there or not. The tax- 
payers are still going to pay the same amount and they are going to 
pay it at the same time as they would otherwise. A bond is just a 
certificate of indebtedness that somebody has to pay. 

Mr. Tuomas. You have to pay more; that is the whole point, It 
is easier to pay $1 million now when it is due than it is to pay $% 
million later. Maybe when that awful day comes and you have to 
pay $4 or $5 million a year, the country may be in hard financial cir- 
cumstances and cannot afford to pay that extra $5 million. If we 
cannot pay it now, when on earth can we pay it?) We have this great 
period of prosperity. 

Mr. Ruopes. Mr, Chairman, the only effect that the appropriating 
of a half a billion dollars, or $27 billion, this year, would be that 
the budget for this year would show a deficit, number one; number 
two—— 

Mr. Yates. Do you mean the amount of deficit would not be in- 
creased ¢ 

Mr. Ruopes. It would be increased by that much, if there is one, 
but, number two, your national debt would rise. Perhaps in all 
honesty to everybody, that is what we ought to do. I am saying that 
as far as the taxpayer is concerned it has absolutely the same effect 
whether you do that, or whether you do not do anything and let them 
pay it out as time comes on, because they are going to pay it anyway. 

Mr. Tuomas. If you analyze it along that line, the only difference 
is that the taxpayer will have to cough up $1 now but if he waits 
later, he will have to cough up $5. My thinking is that he can cough up 
that $1 now easier than $5 later. 

Mr. Ruopes. Mr. Chairman, he would not cough up a dime this 
year if you appropriated $500 million. He does not cough up a dime 
and all you do is to put a bond in there and you do not raise taxes. 
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All you do is to increase the visible national debt. The debt is there, 
whether it is in the same category as other debt or not. 

Mr. Tuomas. You cannot get money from the taxpayers for noth- 
ing. You have to have some basis on which to do that and that basis 
is your tax structure. 

r. Ruopes. I hope that in the report on this bill we will make it 
abundantly clear that the taxpayers of the United States have a 
pretty good jolt coming in the future. 

Mr, Pecan. There is no doubt about that. 

Mr. Ruopes. I think they are entitled to know. 

Mr, Tuomas. $28.4 billion is the figure right now and that is a part 
of the national debt and it ought to be charged to the national debt, 
and show what the national debt is. 

Is this charged to the national debt ? 

Mr. Jones. No. 

Mr. Tuomas. Instead of the national debt being $285 billion, if you 
were to add this to it—and it is certainly a debt of the government— 
it would be $313 billion. Those are staggering figures. 

Mr. Yates. I have just one further question. 

You stated before that there will be a necessity for making appro- 
priations out of the Treasury in about 1990 in excess of $1 billion a 
year. How many years are in prospect for having to pay that amount 
of money of $1 billion a year? 

Mr. Jones. It goes above that. If you maintain the Government 
employees’ equity in the fund at a constant figure of approximately 
$9.5 billion, I do not know where your figures will go. I do not think 
the actuarial computations have been taken much beyond the year 
2000, as things now stand. 

Mr. Yates. But you will be paying from 1990 to 2000 a sum in excess 
of $1 billion per year? 

Mr. Jongs. A billion dollars or more; that is correct. 

Mr. Yares. It will go beyond the year 2000 ? 

Mr. Jones. Yes; but that is all predicated upon the assumption that 
a leave intact, at rest, the amount which the employees currently 

ave in the fund, the $9.5 billion. Your amendment, Mr. Thomas, 
did substantially that in that it said that any added benefits from here 
on out should be paid for and that they could not be taken from the 
fund. 

May I also say that the Civil Service Commission, going back to 
the time they first took over responsibility for this after the Retire- 
ment Act was passed, have time and time again pointed out the 
danger of giving benefits which are not funded at the time you give 
those benefits. The first real support we have had was from the chuir- 
man a few years ago. 

Mr. Tuomas. I do not see why they take this 6.5 percent from these 
Federal employees. They are part of the Government, too, you know. 

Mr. Jones. This isa contributory retirement system. 

Mr. Tuomas. The Government has not put up anything. 

ir. Jones. This is a civil service contributory retirement system 
as apreed to the military. 

Mr. Yates. Why does not the Government 

Mr. Jones. It does not for the military. 

Mr. Yates. Why pay for this? 











pe 
178 


Mr. Jones. Because this has been intended to be a matching propo- 
sition, but it has not been matching as the years have gone on. The 
military retired pay is deferred compensation as opposed to a pen- 
sion plan. 

Mr. TuHomas. Thank you, gentlemen, and we will see you tomorrow 
morning at 10 o’clock. 


Turspay, Fesrvary 2, 1960. 
Mr. Tuomas. Gentlemen, will the committee please come to order. 
Yesterday when we adjourned we were about winding up on the 


ao retirement fund and I guess we got a pretty good record 
on that. 


Mr. Boland, do you have any observations you would like to make 
on that ? 


Mr. Bouanp. No. 


Mr. THomas. Do you have any further observations ? 
Mr. Ruopes. No, sir. 


GOVERNMENT PAYMENT FOR ANNUITANTS, EmpLoyeres HEALTH 
Benerits Funp 


Program and financing 





1959 actual 1960 estimate 








1961 estimate 
Program by activities: | 
Governmént contributions for annuitant’s benefits (total } 
costs—obligations) (object class 11)..__.__.......-....__ whl ashe Se a enbilidial $2, 500, 000 
Financing: 
Appropriation (new obligational authority).____._______ sail cheapbubacaud | Scatms dees 2, 500, 000 
' 


Mr. Tuomas. Turning now to Government payment for annuitants, 
employees health benefits fund we shall insert in the record pages 138, 
139 and the two lines on page 140 in the record. 

(The matter referred to follows :) 


Crviz SERVIcE CoMMISSION 


Payment to employees health benefits fund on behalf of enrolled 
annuitants: 


Appropriated 1959 


a a ss caeiaintes cease anus anil 0 
I a a diel on doeniidiiniebad nbemunabaieibies 0 
I seessieealicdormiategisbirsibamniae tn aiden Sie a 
ee et, | ea +2, 500, 000 


GENERAL STATEMENT 


The Federal Employees Health Benefits Act of 1959 (Public Law 86-882, 73 
Stat. 713) provides that the sums authorized to be contributed by the Government 
with respect to any annuitant as defined therein (including certain survivors of 
annuitants and certain individuals in receipt of compensation under the Federal 
Employees Compensation Act) shall be paid from annual appropriations which 
the act authorizes to be made for such purpose. Although the incurrence of 
expenses necessary for administration of the act are authorized beginning in 
fiscal year 1960, the provisions relating to the withholding and payment of con- 
tributions are not effective until fiscal year 1961. 

The rate of expenditure of the funds to be appropriated under this heading for 
payment to the employees health benefits fund on behalf of enrolled annuitants 
will depend on the rate and type of participation by the annuitants whose con- 
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tributions will match or exceed the sums contributed to the fund by the Gov- 
ernment. It is estimated on the basis of the experience under the Civil Service 
Retirement Act, which experience has been projected to include all retirement 
systems affected, that approximately 20,000 annuitants will apply for coverage 
for themselves only and approximately 50,000 annuitants will apply for family- 
type coverage in fiscal year 1961. These estimates make allowance for the pos- 
sibility that the ratio of enrollees to those eligible to enroll will be greater for 
annuitants than in the case of active employees where the Government’s share 
of the cost will be borne by the employing agencies’ annual administrative ap- 
propriations. Such allowance appears justified because the anuitant group con- 
tains large numbers of individuals who, because of age, disability, or infirmity, 
would otherwise be unable to secure health benefits protection. The estimates 
also provide some margin for the probability that: (1) Many employees who 
have been eligible for optional retirement for some years, but who have post- 
poned their retirement awaiting enactment of the Federal Employees Health 
Benefits Act, will exercise their options to retire in 1961; and (2) the act will 
accelerate the retirement of some employees who otherwise would have exer- 
cised their option to retire after 1961. 

Any expenditures from the amount to be appropriated under this heading with 
respect to annuitants will include an amount not to exceed 1 percent of the 
expended appropriation which will be set aside (together with 1 percent of all 
other contributions provided for by the Federal Employees Health Benefits 
Act) for payment of the necessary administrative expenses incurred by the 
Commission in carrying out the health benefits program. An additional amount 
not to exceed 3 percent of the expended appropriation will be set aside (together 
with 3 percent of all other contributions) to provide for a contingency reserve. 
The remaining portion, a sum not less than 96 percent of any expended appro- 
priation will be available for the payment to approved health benefit plans as 
the ‘cost of providing the health benefits. It is estimated that the enrolled 
annuitants retiring in fiseal year 1961 will contribute $2,750,000 as their share 
of the total costs. 

There will be a continuing and increasing need for this appropriation each 
year. Available indicators forecast that the Government's share of contributions 
for annuitants will increase by an estimated $5 million a year because of the 
growing numbers in this annuitant ‘group, so that at the end of the fifth year 
an appropriation of approximately $25 million will be required for them. 


COST TO U.S. GOVERNMENT FOR HEALTH BENEFITS ON BEHALF OF 
ANNUITANTS 


Mr. Tuomas. This deals with the costs for the annuitants. And 
for the first time, instead of that increased cost being charged to the 
new health fund, an appropriation has been requested for the Govern- 
ment’s cost. It is to es put in the health fund, which is certainly a 
step in the right direction, to take the fund from that degree of 
insolvency that would naturally occur unless a contribution were made. 


It is an appropriation of $2.5 million and this language is worthy of 
repetition : 


The Federal Employees Health Benefits Act of 1959 (Public Law 86-382, 78 
Stat. 713) provides that the sums authorized to be contributed by the Govern- 
ment with respect to any annuitant as defined therein (including certain sur- 
vivors of annuitants and certain individuals in receipt of compensation under 
the Federal Employees Compensation Act) shall be paid from annual appro- 
priations which the act authorizes to be made for such purposes. Although the 
incurrence of expenses necessary for administration of the act are authorized 
beginning in fiscal year 1960, the provisions relating to the withholding and 
payment of contributions are not effective until fiscal year 1961. 


Here is another interesting item : 


It is estimated on the basis of the experience under the Civil Service Retire- 
ment Act, which experience has been projected to include all retirement systems 
affected, that approximately 20,000 annuitants will apply for coverage for them- 
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Selves only and approximately 50,000 annuitants will apply for family-t ‘ 
erage in fiscal year 1961 * * *, Dply y-type cov 


ADMINISTRATIVE COSTS AND CONTINGENCY RESERVE 


This bookkeeping sort of puzzled me a bit. You say 1 percent each 
for payment of administrative costs to be paid by the Government and 
employee and 3 percent set aside for contingencies, leaving 96 percent 
of the fund for benefits. 

Is that contribution of 1 percent to be paid by the Government and 
the annuitants jointly % 

Mr. Irons. Yes. 

Mr. Tuomas. So it is 2 percent? 

Mr. Irons. One percent in total; 1 percent of the total contribution, 

Mr. Tuomas. But each pays it ? 

Mr. Irons. Yes. 

Mr. Tuomas. That is 1 percent administrative cost and the 3 per- 
cent goes into a contingent fund. 

Where does the 3 percent come from ? 

Mr. Irons. The 3 percent is the Government and the employee con- 
tribution to be set aside as a contingency reserve. 

Mr. Tuomas. Who pays the 3 percent? 

Mr. Irons. That is shared equally. 

Mr, Tuomas. 1.5 percent each ? 

Mr. Irons. Not quite that because the Government pays a little less 
than half of the cost. Whatever the employees’ premiums are, 1 per- 
cent goes into the administrative expense fund and whatever 

Mr. Tuomas. That is matched by the Government ? 

Mr. Irons. Not quite. The Government’s contribution is fixed in 
terms of dollars per family coverage and dollars per single coverage, 

Mr. Wuu1aMs. If you take a preferred plan, you, as an employee, 
will pay more than the Government’s contribution. 

Mr. Tromas. It figures out at a ratio of a little less than 1 for 1 
for administrative expenses ? 

Mr. WitaraMs. Right. 

Mr. Troomas. What about the contingent fund ? 

Mr. Wi1aMs. 50 percent on that. 

Mr. Tromas. In the neighborhood of 50-50? 

Mr. Wiuiu1aMs. That is right. All of this comes out of the stated 
premium. 

Mr. Tromas. You say that it is estimated that the enrolled annui- 
tants retiring in fiscal year 1961 will contribute $2,750,000 as their 
share of the total cost. Does that mean administrative as well as the 
contingency fund ? 

Mr. WuiuiaMs. Yes, sir. 

Mr. Lawron. And benefits as well. 





NEED FOR INCREASING APPROPRIATIONS 


Mr. Tromas. Here is another sentence that I would like to call to 
the attention of the committee: 
There will be a continuing and increasing need for this appropriation each 


year. Available indicators forecast that the Government’s share of contribu- 
tions for annuitants will increase by an estimated $5 million a year because of 
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the growing numbers in this annuitant group, so that at the end of the fifth 
year an appropriation of approximately $25 million will be required for them. 

How long is that going to last? Is that going to be annual cost or 
will it remain at that $25 million figure or go down? 

Mr. Botanp. You say it will go up? 

Mr. Jones. It will go up as long as the number of annuitants climbs. 
It will continue to go up. 

Mr. Botanp. Why would the number of annuitants continue to go 
up after a particular time? 

Mr. Irons. It will go up to a certain point and then level off. 

Mr. Jones. I cannot say that the $25 million is the peak. We do 
not know that that is the peak. 

Mr. Tuomas. This all arises by virtue of the new Health Act? 

Mr. Irons. This is all the Health Act as it applies to people retir- 
ing on and after July 1, 1960. 

r. THomas. I understand. It is a different item than those who 

are presently on the active rolls? 

Mr. Irons. That is correct. 


COST OF THE HEALTH BENEFITS PROGRAM 


Mr. Tuomas. What is this program going to cost the Government, 
taking both classifications of annuitants and regular employees, when 
it gets into full force and effect? Of course, it will be more or less 
a steady figure when it once reaches its peak and it will be a recur- 
ring cost every year. 

Mr. Irons. For employees and annuitants we estimate about $140 
million a year Government contributions to support it. We have 
estimated it going up to $25 million insofar as the annuitants and 
survivors are concerned. That would be only through the fifth year. 
But it will go higher. How much, I would not. know. 

Mr. Tuomas. But it will go beyond the $25 million ? 

Mr. Irons. I am sure it will. 

Mr. THomas. It will cost in the neighborhood of $175 million for 
the entire program for the Government’s part ? 

Mr. Irons. I would think that would be a fair estimate. 

Mr. Tuomas. You get a lot for your money there. 

Mr. Jonas. Mr. Chairman? Does that include retired people? 

Mr. Tuomas. About $25 to $27 million will cover the retired people. 

Mr. Jonas. People already separated from service? 

Mr. Irons. Those retiring July 1, 1960, and later. This does not 
include anybody already retired. They are not covered at all. 

Mr. Tuomas. What Ks meant is that that will cover the Govern- 
ment’s cost. Who is covered is another problem. Those who are 
retired before 1958 are not covered as I understand it? 

Mr. Irons. Those who have retired prior to July 1, 1960, are not 
covered at all. They will not be covered. 

Mr, Tuomas. It is not 1958 then? 

Mr. Irons. No. 

Mr. Tuomas. July of this year? 

Mr, Irons. July of this year. 
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COST TO EXTEND COVERAGE TO ALL RETIRED EMPLOYEES 


Mr. Jonas. Bills are already pending to extend this coverage to 
people who were retired before that effective date. Do you have any 
estimate as to what that will be if such legislation should pass? 

Mr. Irons. I do not.think we have made an estimate on this yet, 

Mr. Tuomas. You mean everybody on the rolls, all annuitants, those 
who retired way back to the effective date of retirement ? 

Mr. Jonas. Yes. 

Mr. Irons. A bill has been introduced. 

Mr, Jonas. How many retired people do we have? 

Mr. Irons. We have to include the annuitants in this picture be- 
cause there are bills that have been introduced, or about to be intro- 
duced, which not only cover the retired employees, but their survivors 
as well. 

As of June 30, 1959, we had a total of 338,000 retired employee an- 
nuitants on the rolls. 

Mr. Tuomas. How many on the rolls? 

Mr. Irons. About 338,000 employee annuitants on the rolls and about 
136,000 survivor annuitants. The proposed legislation I have seen on 
this did not cover all of the annuitants on the rolls, but those that hada 
specific number of years of service, if I recall correctly. There have 
been several versions of this thing so I cannot be positive about it. 

Mr. Jonas. You will not know what the legislation will be until 
it passes ? 

Mr. Irons. Until a bill is introduced and we are given an oppor- 
tunity to study it and comment on it, I could not be specific. 

Mr. THomas. Has there been any administrative cost. in fiscal year 
1960 on this item for annuitants? If so, were those costs absorbed out 
of your salaries and expenses ? 

{r. Irons. No, sir. On the health benefits fund we have not spent 
any money yet earmarked just for the annuitants. As you know, Mr. 
Chairman, any money that we spend now in implementing or dev elo 
ing the health benefits program is money we borrow from the life m- 
surance fund. 


CSC APPROPRIATIONS AND EMPLOYMENT AND FEDERAL EMPLOYMENT 
1950-61 


Mr. Jonas. Mr. Jones, the record shows that the 1950 appropria- 
tions for the Civil Service Commission were $16 million and in 1960 it 
is $19,120,000. I know some of that increase is a result of pay in- 
creases voted by Congress, but what does the record show with respect 
to the number of employees within the Commission ? 

Mr. Jones. I will have to look it up. 

Mr. Jonas. The difference between those on board in 1950 and those 
on board, let ussay at the end of 1959 or 1960—— 

Mr. WixraMs. I can give it to you as of the end of 1953. 

Mr. Jonas. I wanted it to compare that with these money figures. 

Mr. Jones. We can get that by just calling the office. 

Mr. Jonas. Fill it in when the record comes down. 

Mr. Jones. In December of 1959 we had 2,512 people on the rolls. 

Mr. Jonas. What was it in 1954? 
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Mr. WiuiaMs. We have lost approximately 700 people since 1953 
going into 1960. That is, we have 700 fewer people now. 

Mr. Jonas. Fewer now than in 1953? 

Mr. WituiaMs. Yes, sir. 

Mr. Jonas. Would it be fewer in comparison to 1950? 

Mr. Jones. No, sir; because there was a buildup for the Korean war 
in 1950-53 and there was the slow comedown after 1953. 

Mr. Jonas. What I would like is a simple table showing the total 
employees in the Commission and the total employees of the Federal 
Government. 

Mr. Jones. By years? 

Mr. Jonas. No, just 1950 and if you want to use 1954 and 1960 it 
would be all right; or, unless you want to make it by years. If so, let 
the table show it. 

Mr. Jones. Whichever way you want it. 

Mr. Jonas. I would like the table to show it by years. 

Mr. Jones. Do you want it now or for the record ¢ 

Mr. Jonas. Put it in the record. 

Mr. Jones. Yes, sir. 

(The information referred to follows :) 


Civil Service Commission appropriations and Federal employment, 1950 through 1961 





Increased for Federal employment 
eompara- |CSC employ- ll eae oie 
CSC appro- | bility to cur-| ment as of 











priations rent pay June 30 Competitive | Noncompeti- 
rates employment | tive employ- Total 
ment 

Seer $16, 000,000 | $18, 563,200 3, 487 1, 656, 803 303, 905 1, 960, 708 
16, 511, 913 19, 157, 122 4, 428 2, 144, 882 337, 784 2, 482, 666 
19, 860, 000 23, 041, 572 4, 694 2, 247, 692 352, 920 2, 600, 612 
18, 703, 350 21, 788, 447 3, 260 2, 138, 899 419, 517 2, 558, 416 
17, 000, 000 19, 750, 224 3, 005 1, 992, 057 415, 619 2, 407, 676 
15, 801, 770 18, 111, 476 2, 669 2, 004, 853 392, 456 2, 397, 309 
17, 282, 500 18, 888, 151 2, 852 2, 042, 007 356, 729 2, 398, 736 
17, 407, 500 18, 959, 370 2, 808 2, 067, 285 350, 280 2, 417, 565 
19, 039, 500 19, 841, 608 2, 694 2, 032, 944 349, 547 2, 382, 491 
EES te JA! dew 9 19, 787, 200 19, 787, 200 2, 680 2, 042, 034 340, 773 2, 382, 807 
i Si eae ese 19, 120, 000 19, 120, 000 2, 575 2, 020, 000 320, 000 2, 340, 000 
1961 (request)... .. 20, 030, 000 20, 080, 000 2, 650 2, 020, 000 320, 000 2, 340, 000 


Nore.— Between 1950 and 1960 the Commission staff has been reduced by 912 employees. During the 
same period total Federal employment increased by 379,292. 


LiMi1raTIon ON ADMINISTRATIVE Expenses, Lire Insurance Funp 


Program and financing 








1959 actual | 1900 estimate 1961 estimate 


Program by activities: 








1, Administration of the basic insurance program. ______._ $64, 193 $70, 900 $76, 600 

I nr TO Bice ha cad 178, 100 173, 400 

Total program (costs—obligations) (object class 07) __ 64, 193 249, 000 250, 000 
Financing: 

Unobligated balance no longer available -_...-...__- peewebe Cis OE Rinwuin eBid bcacnelatekdieneiaiaiban 

Seeitdieh es sigweres Shaped tore 5) hh | 123, 800 | 249, 000 250, 000 


Mr. Tuomas. Let us take a look at your life insurance fund. 
We shall insert pages 142 through 148 and also 151 in the record. 


§1632—_an——_50 
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Comparative summary statement 




















1959 actual | 1960 authorized 1961 estimate 
Average Cost Average Cost Average Cost 
positions position positions 
Other contractual services: 

IE I ow niasinte peta mamnenieinds 34 | $187,020 34 | $187, 100 34 | $187,100 
Other objects of expense _-_-_..........- |---------- FEED Incunsnne 61,900 |..-.22).: 62, 900 
—_—_—_- -— —-—} --——-- — | --——----~| —- ——— ——= 
Total, administrative expenses.._.-- 34 | 257,860 | 34 | 249,000 | 34} 250,000 





Costs of other objects of expense 





1960 = ge3 1961 estimate 





| 
Object 1959 actual 
ized 
Rien Tice nhs. he: Lin csetn penal nial 
SN Tice ieee ree iain els inmeitipideand tapas assiaoe nde hve stnanle artbicsenss eave $891 $1, 000 $1, 000 
i ebanaisibaxicmnnumanee 9, 059 13, 700 13, 200 
Rents and utility services_.______--__- eae eee oe 14,000 | 19, 000 19,000 
tn RAIN 656 oni icin oan hc ckai de rf 8, 488 11, 000 
Other services  __- dition tiie dita et Gia inate heen tdi aniaaeieinacnaetemin 17, 726 | 500 2, 
Supplies and Mee SE fe go 2 oes Doe eee Sees 1, 687 | 4, 500 4, 000 
IND EL iidnk ian b neha ebb bete osksbbhin deeeibche ies 6, 833 0 0 
Contribution to retirement fund --.-............-- cutbesbenta 12, 156 12, 200 12, 
Total, other objects of expense....................-_.... 70, 840 | 61, 900 62, 900 


GENERAL STATEMENT 


The Federal Employees’ Group Life Insurance Act (5 U.S.C. 2091-2103), 
August 17, 1954, as amended, provides that the employees’ life insurance fund 
is available for any expenses incurred by the Civil Service Commission in the 
administration of the act. Also, section 9(a) of the Federal Employees Health 
Benefits Act of 1959 authorized to be expended from the employees’ life insurance 
fund, without regard to limitations on expenditures from that fund, for the fiscal 
years 1960 and 1961, such sums as may be necessary to pay administrative ex- 
penses incurred by the Commission in carrying out the health benefits provisions 
of this act. Reimbursements to the employees’ life insurance fund for sums so 
expended, together with interest at a rate to be determined by the Secretary of 
the Treasury, shall be made from the employees’ health benefits fund. 

Regular program 

There are approximately 2.1 million employee participants in this country and 
overseas. This is approximately 95 percent of the employees who are eligible. 
In addition, about 150,000 retired employees are insured. Estimated insurance 
coverage for both groups is $12.5 billion. 

From the start of the program through June 30, 1959, $335 million was withheld 
from the salaries of covered employees and $167.5 million was contributed by the 
Government. It is estimated that in fiscal year 1961, $80.2 million will be paid 
into the fund by employees and $40.1 million by the Government. Employees in 
this group contribute 25 cents per $1,000 of insurance each biweekly pay period, 
and the Government contributes one-half that amount. 

The amount of life insurance benefits paid under the policy to survivors of 
insured members and in dismemberment benefits to insured members since the 
start of the program was $281 million through June 30, 1959. It is estimated 
that $79 million in life insurance and dismemberment benefits will be paid out 
in fiscal year 1961. 

Most of the difference between receipts and benefit payments under the policy 
is placed by the insurer in a contingency reserve which is used primarily to pay 
benefits accruing to the survivors of retirees—a group which will rapidly increase 
as more insured employees reach retirement age. On November 29, 1958, the 
end of the last ccompleted policy year, there was a total reserve of $184.8 million, 
of which $139.2 million was held as a special contingency reserve by the insurer 
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at interest and $45.6 million was on deposit in the Treasury of the United States. 
The contingency reserve is limited to a level of $100 million, and the amount 
above this figure held by the insurer was returned in December 1958 and de- 
posited in the Treasury of the United States to be invested. 


Beneficial association agreements 


The beneficial associations whose agreements have been assumed transferred 
$21.7 million in assets to the fund. Through June 30, 1959, individuals whose 
peneficial life insurance agreements have been assumed by the fund paid $6.2 
million into the fund. It is estimated that in fiscal year 1961 about $3 million 
will be paid into the fund by this group. Former members of beneficial asso- 
ciations continue to pay premiums according to the rate schedules in effect at the 
time their life insurance agreements were assumed by the fund, but the Gov- 
ernment makes no current contributions to the fund for these individuals as it 
does for employees covered under the regular program. 

There is no contingency reserve held by the insurer under the policy covering 
members of beneficial associations. That policy calls for a refund to the Com- 
mission at the end of a policy year of any premium in excess of the total of 
claim, expense, and risk charges under the policy. The refunded premium 
deposited in the Treasury of the United States to the credit of the employees’ 
life insurance fund for the 3 policy years ended December 31, 1958, was $2.4 
million. 


ESTIMATED COSTS OF ADMINISTRATIVE EXPENSES REIMBURSABLE TO THE COMMISSION 


In fiscal year 1959, the Commission completed takeover of the remaining 11 
eligible beneficial associations. Therefore, the estimates shown on the compara- 
tive summary statement for 1960 and 1961 are based on: (1) Maintaining the 
regular insurance program; and (2) servicing the full membership of the 
beneficial associations, 

The amount shown under “Other contractual services” reflects the cost of 
services performed and materials purchased by the Civil Service Commission 
for which the Commission will be reimbursed by the employees’ life insurance 
fund. 

A number of functions are required by law to be carried out by the Commis- 
sion in administering the Federal Employees’ Group Life Insurance Act. Among 
the more important ones are: 

1. The purchase of a group policy from a private insurance company to 
provide the benefits authorized. 

2. Determining or redetermining that the insurer and reinsurers meet 
the eligibility conditions for carrying the policies under which Federal em- 
ployees are insured. 

3. Collecting premiums from members of beneficial associations whose 
life insurance agreements have been assumed. 

4. Determining eligibility of employees retiring under the civil service re- 
tirement system and other Federal civilian retirement systems for continu- 
ance of their life insurance after retirement without cost to them. 

5. Arranging for insured individuals to receive appropriate certificates, 
notices, and information concerning their rights, privileges, and benefits. 

6. Auditing the claim, mortality, expense, and risk charges of the insur- 
ance company and the office established under the program for payment of 
benefits. 

7. Prescribing the operating regulations, rules, procedures, and forms for 
the Commission, employing agencies, and individuals. 

8. Developing and maintaining financial and statistical data for manage- 
ment use, and for annual reporting to the Congress. 

9. Receiving and accounting for employee withholdings and agency con- 
tributions to the fund, and maintaining necessary control accounts and 
records. 

10. Answering inquiries from individuals and agencies on insurance 
matters. 

Under the program, all insurance payments to claimants are settled by an 
administrative office of the insurer upon receipt of certification of the insur- 
ance status of the person on whose account the claim is being made. In the case 
of an employee not retired, the certification is made by the last employing office, 
and it is unnecessary for the Commission to be involved in any recordkeeping 
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for such individual. In the case of retired employees, and those individuals 
insured because of the assumption of life insurance agreements of beneficig} 
associations, the Commission acts as the central agency for certification of ip. 
surance status at the time of death of the insured. Because the Commission 
already has all necessary records, obtained from employing agencie at retire. 
ment, or at time of taking over the beneficial associations’ life insurance agree. 
ments, there is some individual recordkeeping in these cases. 

Administrative expenses necessary to administer the insurance program for 
fiscal year 1959 amounted to 34 positions and $257,860. It is estimated that the 
work of the Commission under the insurance program will require 34 positions 
and $249,000 in fiscal year 1960, and 34 positions and $250,000 in fiscal year 1961, 

The distribution of administrative expenses between the regular program 
and beneficial association work is as follows: 





Fiscal year 1959 Fiscal year 1960 Fiscal year 1961 





ete 


Average Cost Average | Cost Average Cost 














positions positions positions 
gee wae see el a ae 8 | $64, 193 9 | $70,900 10 | $76, 600 
Beneficial association work --__._.....-- 26 | 193, 667 25 | 178,100 | 24 173, 400 
a a 34 | 257, 860 34 | 249, 000 | 34 | 250,000 


Estimates for fiscal years 1960 and 1961 provide for increased costs in main- 
taining the regular insurance program because the number of insured annuitants 
is increasing, thereby increasing the number of certifications to be made at the 
time of death of these annuitants. The cost of servicing beneficial association 
members is expected to decrease in fiscal year 1961, because the number of mem- 
bers to be serviced is expected to decrease from 130,000 in 1960 to approximately 
127,000 members in 1961. The declining membership is due to deaths and lapses, 

Mr. Tuomas. I am going on memory, but I searched through here 
and I did not find an exact clear-cut statement of the condition of 
the fund. There are statements up to so and so and stating there is 
so much money and the administrative costs this year are going to be 
so much money, but I believe you left a hiatus of about 12 months in 
there. 

Please thumb through it and see if you can find that figure and I 
will ask you about it in a minute. 


ADMINISTRATIVE COSTS, EMPLOYEES LIFE INSURANCE FUND 


On page 142 I believe your administrative costs come from the fund 
and you show 34 positions for 1961 at a cost of $250,000 of which 
$187,100 is salary costs and $62,900 is “Other objects.” I have a note 
here to see page 115 and I have a figure of $54,000. What does that 
meen What is that “Other objects” cost and what is that $54,000 

or 

Mr. Witiams. As shown on page 113, this is the cost of the 
Commission’s contribution to the life insurance fund for its own 
employees. 

Mr. Tuomas. What is the amount of money involved in that 
$62,900 ? 

Mr. Irons. This will add up to $62,900: $1,000 for “Travel”; 
$13,200 for “Communication services”; $19,000 for “Rents and utili- 
ties”; $11,000 for “Printing and reproduction”; $2,500 for “Other 
miscellaneous services”; and $4,000 for “Supplies and materials”. 
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Then there is a $12,200 contribution to the retirement fund for the 


a6 people. bu 
. Tuomas. What about your rents and utilities ? 

What is that, IBM equipment ? 

Mr. Irons. Yes sir; primarily. 

Mr. Tuomas. I have a notation here on page 151 and 115. I 
scratched out 151 and decided to rely on 115 and I see that I did not 
get much out of either one. 

Mr. Wittiams. The $54,000 item on page 113 is the Commission’s 
contribution out of its own appropriation for its own employees. 

Mr. THomas. We will put page 151 in the record following the table 
on 142. 

Mr. Jones. That contains the breakdown of the $62,900 for “Other 
objects of expenditures.” 

Tuomas. This is the breakdown of “Travel,” “Communica- 
tion services,” “Rents and utility, services,” and so forth. The contri- 
bution is two to one; two parts employees’ and one part by the 
Government. How many employees are covered ? 

I have a figure of $2.1 million and that covers 95 percent of all 
eligibles; is that correct ? 

Mr. Irons. That is correct. 


STATUS OF THE EMPLOYEER’S LIFE INSURANCE FUND 


Mr. Tuomas. Let us have a clear-cut statement of the status of the 
fund. You say there are approximately 2.1 million participants in 
this country and overseas, which is approximately 95 percent of the 
employees who are eligible. You say that in addition about 150,000 
retired employees are insured and estimated insurance coverage for 
both groups is $12.5 billion. 

From the start of the program through June 30, 1959, $335 million 
was withheld from the salaries of covered employees and $167.5 
million was contributed by the Government. That makes a total of 
how much ? 

It is estimated that in fiscal year 1961, $80.2 million will be paid 
into the fund by employees and $40.1 million by the Government. 
Employees in this group contribute 25 cents per $1,000 of insurance 
each biweekly pay period, and the Government contributes one-half 
that amount. 

The amount of life insurance benefits paid under the policy to sur- 
vivors of insured members and in dismemberment benefits to insured 
members since the start of the program was $281 million through 
June 30, 1959. 

It is estimated that $79 million in life insurance and dismemberment 
benefits will be paid out in fiscal year 1961. 

What is your estimate of the condition of the fund at the end of 
1960 and the end of 19612 How much money do we have over and 
above that? I understand there is a surplus in there and that is 
always burning somebody’s fingers. 

Mr. Irons. Mr. Chairman, we would have to supply for the record 
figures for both as of June 30, 1960, and 1961, because we do not have 
them here. It might be well for the record now for me to give you 
the status of the fund as of the last date, which is June 30, 1959. 
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There was in the Treasury a balance in cash and securities of 
$107,524,385 and in addition to that amount there was $100 million 
held by the insurance carrier, the Metropolitan Life, and both of 
them, of course, with interest. 

Mr. Tuomas. Over and above expenditures, does the fund show on 
the plus side $207 million ¢ 

Mr. Irons. $207 million; yes, sir. This is like any similar program, 
the expenditures will increase gradually each year. 

(The information requested follows: :) 


The estimated balances of cash and securities in the Treasury 


Amount in 

As of June 30— millions} 
Ti ec ane aha etcetera ileal ee $150 
i al lh te lett itt eeine chav aaeseniiaaion 192 


1 Excludes the $100 million held by the Metropolitan Life Insurance Co. as a contingency 
reserve. 


RESERVE WITH THE METROPOLITAN LIFE INSURANCE CO. 


Mr. Jonas. May I ask a question before you leave that point? 

Mr. Tuomas. Surely. 

Mr. Jonas. Elaborate a little bit on the money that you say Metro- 
politan holds? 

Mr. Irons. By our contract with the Metropolitan Life we pay them 
a specific premium for carrying the insurance risk under this group 
life insurance program. They, in turn, reinsure the risk with 179 
other life insurance companies and by that contract they are permitted 
to accumulate a reserve up to a maximum of $100 million which they 
hold as an earmarked contingency reserve at interest for the use only 
of the Group Life Insurance Act. 

Mr. Jonas. It simply amounts to a reserve? 

Mr. Irons. That is right. It does not belong to the company or the 
other policyholders of Metropolitan Life. 

Mr. Tuomas. The Metropolitan does most of the bookkeeping and 
in order to explain the bookkeeping involved what do your 34 em- 
ployees in this Insurance Division do? 


DUTIES OF COMMISSION EMPLOYEES FOR THE LIFE INSURANCE PROGRAM 


Mr. Irons. I wonder if I could ask the Director of that Bureau te | 


justify those 34 positions ? 
Mr. Tuomas. All right. Most of the paperwork is out of the Com- 


mission in this regard, but when you come to the beneficial associations, 
then you doall of the bookkeeping ¢ ¢ 

There is quite a difference in the administrative load there? 

Mr. Ruppock. Of course, the biggest continuing job we have is col- 
lecting the premiums from the members of the beneficial associations. 

Mr. Tuomas. Let that come last. Let us take the other part first. 
What is the mechanics of collecting and payment from just anybody 
in the Government service ? 

Mr. Irons. Cut the employee beneficial service ? 

Mr. Tuomas. Yes, leave that till last. 


Mr. Ruppockx. The requirements of the Act for employees is 25 cents | 


per thousand dollars of insurance, and this is deducted from his pay. 
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Mr. Tuomas. By his agency ? 

Mr. Ruppock. By hisagency. His agency then deposits the amount 
it has deducted from his pay and the agency contribution, which 
amounts to half of what it collected from his pay, deposits it directly 
in the Treasury or, in the case of an agency which does its own disburs- 
ing, it sends a check directly to the Commission. 

Mr. Tuomas. The Civil Service Commission does not touch it? It 
is a direct transaction between the agency and the Metropolitan Life 
Insurance Co. or whoever has the coverage ? 

Mr. Ruppock. No; the money goes into the life insurance fund in 
the Treasury and the Commission authorizes a check to be drawn on 
the life insurance fund to pay the premium to the Metropolitan Life 
Insurance Co. 

Mr. Tuomas. For all practical purposes, the Civil Service Commis- 
sion is free from most of the detailed bookkeeping in this field ? 

Mr. Irons. Yes; but might I elaborate ? 

Mr. Tuomas. Is that correct ¢ 

Mr. Irons. Yes, fortunately it is, and I hope that we can keep it 
that way. We are asking here for a total of 34 persons and on page 
147 you see a breakdown of 10 for this regular program which we are 
talking about now, and 24 for the beneficial associations. 


ADMINISTRATIVE DUTIES FOR EMPLOYEES BENEFICIAL ASSOCIATIONS 


Mr. Tuomas. Tell us about the beneficial associations. That is 
where the lion’s share of your expense is ? 

Mr. Ruppockx. Yes. We have about 126,000 members of the em- 
ployees beneficial associations and they pay their premiums directly 
to the Civil Service Commission. Most of them pay either on a 
quarterly basis or a semiannual basis and a few pay on an annual 
basis. 

The premiums they send to us are mostly by check and money order 
and we deposit them in the life insurance fund in the Treasury. The 
insurance policy for the members of the beneficial associations is car- 
ried by the Shenandoah Life Insurance Co. and the Commission au- 
thorizes a check to be drawn on the life insurance fund to pay the 
premium to the Shenandoah Life Insurance Co. 


STATUS OF ASSETS OF BENEFICIAL ASSOCIATIONS 


Mr. Tuomas. Give us a clear-cut statement on the status of the fund. 
You state in here that when they were transferred, they had assets 
in the fund of $21.7 million; then you say that through June 30, 1959, 
individuals whose beneficial life insurance agreements have been as- 
sumed by the fund paid $6.2 million into the fund. How much was 
taken out during that same period ? 

Mr. Irons. Estimated around $3 million. 

Mr. Tuomas. You say about $3 million will be paid into the fund, 
or it is estimated about $3 million will be paid former members who 
continue to pay premiums according to the rate schedules, and so on. 
There is no contingency reserve held by the insurer under the policy 
covering members of beneficial associations. 

What is the status of the fund? 
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Mr. Irons. You are asking for the status of it as it applies to just 
employee beneficial associations? 

Mr. Tuomas. That is right. That is a separate transaction from 
the other; is it not ? 

Mr. Trons. It is all part of the life insurance fund. 

Mr. THomas. But it is separate ? 

Mr. Irons. It is a separate operation. I am not sure that we have 
segregated that. 

Mr. Ruppockx. We have the break of what we pay in premiums to 
Shenandoah. The net premium paid to the Shenandoah Life In- 
surance Co. through June 30, 1959, amounted to $7,308,290. 

Mr. Tuomas. Is not the additional cost for administering beneficial 
associations a little bit more expensive to the Government than the 
ordinary life insurance fund ? 

Mr. Trons. Yes. 

Mr. Tuomas. Explain it tous. How much more? You took them 
over and they had in round figures almost $22 million in assets? 

Mr. Irons. Yes. It costs us more to administer the employee bene- 
ficial phase of it. Of course, that is because we have all of the 
details to do. 

Mr. Tuomas. What is the amount of insurance covered by each? 

Mr. Trons. Each beneficial association ? 

Mr. Tomas. Yes. Isit the same now? 

Mr. Irons. It has gone down a little bit. 

Mr. Tuomas. Isit the same as for each Government employee ? 

Mr. Ruppock. No; it is the same amount that the member had with 
his beneficial association. 

Mr. Tuomas. Tell us what that amount is for the regular employee. 
What is it? 

Mr. Ruppock. The regular employee has an amount of life insur- 
ance which approximately equals a year’s salary and he has an equal 
amount of accidental death and dismemberment insurance. 

Mr. THomas. What are the terms of these beneficial associations? 

Mr. Ruppock. They vary with each beneficial association. Some of 
them have an amount of insurance, I believe, that is as small as $250. 

Mr. Tromas. Can it be in excess of his current salary ? 

Mr. Ruppock. It bears no relation to his current salary. 

Mr. Tuomas. What is the total amount that he can buy? 

Mr. Ruppock. Whatever his association’s contract permitted him 
to buy. Some of them have $3,000 in insurance and I believe in a few 
of the associations, they permitted the member to buy in multiples of 
a thousand dollars. 

Mr. Tuomas. Is there any limitation on the amount? 

Mr. Runppocx. I think the highest one is around $7,000 or $8,000. 
There are very few of these and most of them are $1,000 or $2,000 or 
$3,000 of insurance. 

Mr. Tuomas. Excluding the administrative costs, which program is 
more expensive to the Government? After all, you have two items 
here and an employee can be covered under each. I imagine 95 
cent of them in the association are covered also in the regular ce 
ernment life insurance program. 

Mr. Irons. Only if they are active employees—if you recall—the 
membership of the employees beneficial associations included not 
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only active employees but employees who were active but now sep- 
arated. 

Mr. Tuomas. Can you break that figure down and tell us how 
many ¢ 

Mr. Irons. We do not know how many are active or how many are 
separated employees. They were just members insofar as we were 
concerned. 

Mr. Ruopes. Mr. Chairman. Can he be covered under both plans? 

Mr. Irons. Yes, sir. 

Mr. Tuomas. Can you give us an approximate figure as to the cost 
of the two plans per person for the same amount of insurance? 

Mr. Wiiu1aMs. The Government makes no contribution to the pre- 
miums of the members we took over from the beneficial associations. 
This is not a matching proposition such as is the Government’s pro- 
gram for its employees. Their insurance is exactly the amount of 
the policy which we took over from their association. The Govern- 
ment contributes no money to that. 

Mr. Tuomas. Do you contribute now? What about further down 
the row ? 

Mr. Irons. At some point in time the premium income plus the 
assets we assumed from the employees’ beneficial association will not 
be sufficient to cover the payments of claims under that program. If 
I recall correctly, I testified at the time this was passed that this would 
undoubtedly cost the Government in the neighborhood of, I believe, 
$33 million in total, ultimately. 

Mr. Tuomas. Plus administrative costs? 

Mr. Irons. Plus the administrative costs. 

Mr. Ruopes. Mr. Chairman, are these policies assessable ? 

Mr. Irons. No, sir. 

Mr. Ruopes. They area level premium ? 

Mr. Irons. Yes, sir. In some instances, the premium may increase 
with age, but generally it is a flat rate. 

Mr. Ruopes. Level premium ? 

Mr. Irons. Level premium. 

Mr. Tuomas. The administrative costs are now three times what 
the regular program is. In other words, out of your 34 employees you 
have 9 working on the regular program and 24 on the other, so your 
administrative cost is already 3 times as great. 

Mr. Trons. I would expect it to remain at about that same propor- 
tion. There is no reason to assume one will go up or down. 

Mr. Tuomas. You have covered in this about 150,000 employees as 
against 2.1 million. 

Mr, Irons. 126,000 is about the number we took over. 


RESPONSIBILITY OF SHENANDOAH LIFE TO BENEFIT ASSOCIATIONS 


Mr. Ruopes. What about the responsibility of Shenandoah Life 

here? Do they take all of the payments which are paid in from this 
rogram ? 

; r. Irons. No; we pay a premium that we have agreed upon in a 
contract with them, and they account to us for their claims payments 
under that contract. 

Mr. Tomas. The only ones to lose are the taxpayers, not the insur- 
ance companies? 








Mr. Irons. That is right. 
Mr. Ruopes. Is the payment to Shenandoah more or less than the 
premiums collected from the policies ? 

Mr. Irons. Now it is less than the premiums collected from the 
policies. 

Mr. Ruopes. In other words, Shenandoah did not take over these 
contracts on a reinsurance basis? They took them over on a yearly 
contract basis ? 

Mr. Irons. On a yearly contract basis, as is customary with group 
insurance. It is 1-year term insurance. 

Mr. Ruopes. Supposedly every one of these employee beneficial as- 
sociations would have gone broke after so long a time # 

Mr. Irons. Their attitude at the time the Group Life Insurance 
Act was passed was that the Government was causing them to go 
broke. 

Mr. Ruopes. I cannot see how the Government was causing them 
to go broke. 

Mr. Irons. Because they would get no new members. 

Mr. Jonas. How many associations are still outside? 

Mr. Irons. They are all in; all associations that are composed of 
Federal employees— 

Mr. Tuomas. What was the total number, 27 ? 
Mr. Irons. 27. 


Mr. Tuomas. It is a pretty good deal for the insurance companies. 
ADMINISTRATIVE EXPENSES, EmpLoyers Heattu Benerirs Funp 


Let us take a look at administrative expenses here for which they 
are requesting no money this year for the health program. 

Let us put in pages 155 through 159 in the record. 

(The pages referred to follow :) 


EMPLOYEES HEALTH BENEFITS FUND 
(For information only—No funds requested) 
GENERAL STATEMENT 


The Federal Employees Health Benefits Act of 1959 (Public Law 86-882, 78 
Stat. 713) provides that there shall be created an employee health benefits fund 
to be administered by the Commission and to be available without fiscal year 
limitation for all payments to approved health benefit plans, 

It is estimated that there will be approximately 1,800,000 employee par- 
ticipants in this country and overseas. This is approximately 90 percent of 
employees who are eligible. In addition, approximately 70,000 eligible em- 
ployee and survivor annuitants will be participating by the end of fiscal year 
1961. During fiscal year 1961, beginning with the first pay period on or after 
July 1, 1960, approximately $246,250,000 will be deposited into the employees 
health benefits fund. During that year it is estimated that approximately 
$126 million will be paid into the fund by covered employees. approximately 
$2,750,000 by participating annuitants, and about $117,500,000 by the Gov- 
ernment. 

All employees and annuitants will have a choice between two types of Gov- 
ernmentwide plans: (1) a service-benefit type plan, and (2) an idemnity-benefit 
type plan. Each of the two Governmentwide plans will offer a further choice 
between two options, thus offering two levels of benefits. Many employees will 
have still a further choice among: (1) an employee organization plan, (2) a 
group-practice prepayment plan, or (3) an individual practice prepayment plan. 
Contributions by employees are based on the type of enrollment and plan they 
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select, and changes in plan and type of enrollment will be permissible. The 
Government contribution to any plan, however, will be at or near the minimum 
amounts authorized by law including an add-on for administrative expenses and 
a contingency reserve not to exceed 4 percent, but in no case will exceed 50 
percent of the total charge for any plan. It is estimated that in fiscal year 1961 
approximately $236,400,000 will be paid from the fund to approved health 
benefit plans as the cost of providing the health benefits. For each health bene- 
fits plan, an amount not to exceed 3 percent of the contribution toward such 
plan will be set aside in the fund to provide a contingency reserve. The con- 
tingency reserves will be used to defray future increased rates, or to reduce 
contributions, or to provide increased benefits. An amount not to exceed 1 per- 
cent will be available for administrative expenses incurred by the Commission 
in the administration of the act. 

Multiplicity of carriers and wide range of choice and structure of plans par- 
ticipating in the program clearly indicate that cost of administration will be 
substantially higher in the first and later operating years than the adminis- 
trative expenses of the group life insurance program which is also administered 
by the Commission. Because the program is new and in the absence of specific 
experience the estimates for administrative expenses in fiscal years 1960 and 1961 
are based upon the best judgment available. 

The Federal Employees Health Benefits Act provides that the employees’ 
life insurance fund is available, without regard to limitations on expenditures 
from that fund, in fiscal years 1960 and 1961, for any expenses incurred by the 
Civil Service Commission in the administration of the Health Benefits Act. The 
employees’ health benefits fund will be made available (1) to reimburse the 
employees’ life insurance fund for amounts expended for administrative expenses 
in those years together with interest at a rate to be determined by the Secre- 
tary of the Treasury, and (2) within such limitations as may be specified annually 
by the Congress, to pay for administrative expenses incurred by the Commis- 
sion in subsequent years. 

The foHowing table shows a comparative summary of the estimated costs in 
1960 and 1961 for administrative expenses to be incurred by the Civil Service 
Commission. 





1960 estimated 1961 estimated 


Item of expense 


} 
i. 
| 
Average Cost | Average Cost 
positions positions 











Personal services.................-..... ae 59 $390, 000 | 105 $677, 000 
Travel. .... ; athe all dacceateconee kesh se tdeehiees he ne RD Ditntenenn deme an 35, 000 
Transp rtation of things. .....................-|_. esate tana ME marcos eee 2, 000 
Communication services_ -_ -- ie oscdeeck sed deeded ceca wae BE wid n eutchoeeiecl 4, 000 
OREN OT ee Sees, 2 eee il eabiiaenhontial 10, 000 
rr rr es. oo) i i sduastebemevacmmlance SII Ih savas cc dh actavtapsrsthanrs i 50, 000 
NN cs 2 canis ike nim ok bein sete Sidillcbea cele ueedateds RR ede kckietentiiees © 6, 000 
Supplies and materials-_._.....- siiatailedi a a las Cy GOD fia cahhnrocrptrnye stmt 5, 000 
et Reinhte ei uiinkenimiangakebdraniniatenpopiadipanairaee wn é 10, 000 
Contribution to retirement fund_........-.._._- Sees ce ae oes | I it ees 44, 000 
i 
Total, administrative expenses. ..........|.......2...--. | 800; 000 4-~ .c=-=<-c2<-2 843, 000 


The law requires the Commission to carry out certain responsibilities in 
administering the health benefits program. Some of the more important ones 
can be categorized as— 

1. Negotiating and renegotiating with carriers, employee organizations, 
and other nongovernmental groups to provide the health benefits authorized. 

2. Determining and redetermining that the carriers meet standards and 
eligibility requirements for participating in the program. 

3. Conducting a continuing study of the operation and administration 
of the Health Benefits Act, including surveys, analyses, and reports not only 
on the fiscal aspects of the program, but also on the utilization of the benefits 
provided under the act, and on health benefit plans available to employees. 

4. Prescribing the regulations, rules, procedures, and forms for the Com- 
mission, carriers, employing agencies and enrolled employees and annuitants. 

5. Conducting a continuing educational and training program so that 
intelligent and economical use of health benefits is provided and available. 
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6. Determining the eligibility of retiring employees to continue receiving 
health benefits under the act after their retirement under the Civil Service 
Retirement System, and other Federal civilian retirement systems. Also 
determining eligibility of the survivors of active employees and the survivors 
of annuitants for continuing benefits. 

7. Arranging for enrolled members to receive appropriate certificates, 
notices, and information concerning their rights, privileges, and benefits, 

8. Receiving and accounting for employee withholdings and agency con- 
tributions to the fund, and maintaining necessary control accounts and 
records. 

9. Withholding and depositing subscription charges from annuity payments 
of retirees and survivors. 

10. Answering inquiries from individuals, agencies, carriers, and the 
medical and related profession on health benefit matters. 

11. Developing and maintaining financial and statistical data for manage. 
ment use, and for annual reporting to the Congress. 

12. Examining records of the carriers and reinsurers to insure conformity 
with the law and with contracts and agreements. 

Under the program, settlement of claims will be direct between the claimant 

and the carrier, the claimant and the employee organization-sponsored plan, 

or the carrier and the hospital, doctor, or other practitioner. The method used 
will depend upon the particular plan in which an employee is enrolled. The 

Commission is therefore not a claims settlement agency, and numerous records 

are not expected in this area. For retired employees and survivors entitled 

to benefits under the program, there will not only be withholdings from annuity 
payments but also the necessary certifications when benefits are payable. Thus, 
recordkeeping and an increasing amount of work can be expected in this area as 
more retiring employees and survivors become eligible to participate. 

In carrying out the responsibilties listed above, the Commission estimates 
the following amounts to be used for various activities: 


























1960 estimate 1961 estimate 
Description cf activities 
Average Cost Average Cost 
positions positions 
i 
1. Analyzing and supervising carrier agreement opera- 

eS. niastnie demeealenainindeaeieieienciiendaisnades 12 $82, 600 16 $115, 300 
2. Determining coverace eligibility and benefit entitle- 

aa ta cas scales alcatel ts bia tei ceicacicldecggistid ian itetieisirinmanabadia Rinniiaeatistssinsenias 12 61,400 
8. Providing legislative and program research --__--_---- 6 47, 300 10 78, 000 
4. Establishing and maintaining training and instruc- 

IE od a en ee 15 112, 600 19 157, 300 
OEE SES 2 11 53, 000 15 74, 000 
6. Performing fund budget, accounting, and fiscal serv- 

a ae aT minleneaans q 52, 200 21 118, 500 
7. Conducting actuarial and statistical studies. _ -_.__- 4 26, 200 8 52, 000 
ila rerun MINUET III ace 2 16, 100 | 4 25, 500 

Total, personal services. ........................- 59 390, 000 | 105 677,000 





Mr. Tuomas. The Commission’s contribution for 1961 for its part 
was $145,000; is that correct ¢ 

Mr. Wriu1aMs. This is for its own employees; yes, sir. 

Mr. Tuomas. That is for your own 2,500 employees ? 

Mr. WriuiaMs. Yes, sir. 


PAYMENTS TO FUND IN 1961 


Mr. Tuomas. Total payments payable to the fund by all Govern- 
ment agencies will be $246,250,000; is that correct ? 

Mr. Irons. Yes, sir. 

Mr. Tuomas. Break down that $246,250,000. It is about $125 
million each, or 50-50? 
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Mr. Irons. $126 million for the employees and $117.5 million for the 
Government, including $2,500,000 for the annuitants. rr | 

Mr. Tuomas, That is covered here in this printed matter and it is a 
very clear statement, but what about the administrative expenses for 
1960% Have you absorbed that? Can you take that out of the life 
insurance fund ? 

Mr. Irons. We can take that out of the life insurance fund. 

Mr. Tuomas. How much does that amount to for 1960? 

Mr. Irons. We estimate a total of $800,000? 

Mr. Tuomas. What will it be for 1961? 

Mr. Irons. <A total there of $843,000. 

Mr. Tuomas. You do not begin to take it out of the health fund until 
fiscal year 1962? 

Mr. Irons. That is right. 


ANALYSIS OF ADMINISTRATIVE EXPENSES, HEALTH BENEFIT FUNDS 


Mr. Tuomas. That $843,000 is broken down on page 157. You have 
59 employees and you raise that to 105 and the cost of that is estimated 
in 1961 to be $677,000. Then a have a travel item of $35,000. Why 
is it necessary to do any traveling here when most of this work is done 
by mail ¢ 

Mr. Irons. We have two kinds of travel. One, we have more than 
an average amount of travel in the matter of auditing the accounts 
of carriers. We havea lot of carriers under this program and we also 
have travel in the regional offices territories in the field with agencies 
and employee groups in the matter of education under this rather 
— program. 

r. Tuomas. You have an item here of $40,000 for 1960 and you 
reduced it to $10,000 in 1961 under the heading “Equipment.” Your 
printing and reproduction bill for 1960 was $300,000 and for 1961 
it is $50,000. I have a note here to see page 161. What is this print- 
ing item? Why was it so large here? 

{r. Irons. The law requires that employees, before they make a 
decision as to what kind of health benefit program they decide to 
subscribe to, have material we have to supply, for study. They are 
to make up their own minds as to what plan is best for them. We 
have quite a printing job in setting out the provisions of the various 
Government plans and the group practice prepayment plans. 

Mr. THomas. Do you send that through the mail for each Govern- 
ment employee? 

Mr. Irons. We will send it in bulk to agencies for distribution to 
Federal employees, 

Mr. Tuomas. What part of the $300,000 have you obligated for the 
first 6 months of 1960? 

Mr. Irons. I do not know. 

Mr. Witu1aMs. So far $210, because the job has not yet started. 
The material is being prepared. It has to be in the hands of employees 
by the first of May, and by July 1 they must first make the decision as 
to which particular policy they want to sign up for. 

Mr. Tuomas. Should there be a limitation on the administrative 
costs written into this act for 1961? 

Mr. Irons. I would hope not, sir. 


Mr. Tuomas. Why ? 
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Mr. Irons. Because this is a brand-new program and we have got 
real problems in its implementation and it would be helpful to us if 
this first year we could be relieved of an expense limitation. 

Mr. Tuomas: Why your increase from 59 to 105 employees? 

Mr. Irons. In the first place, the program goes into full effect and 
force on July 1, 1960, and that is when we will really begin to have 
the major problems of the individual claims and so on. 


BREAKDOWN OF PERSONNEL 


Mr. Tuomas. In your green sheets on your 105 employees, can you 
give us a breakdown by grade? 

Mr. Irons. We will supply that for the record. 

(The information follows :) 


Bureau of Retirement and Insurance position listing for the health benefits program, 
fiscal year 1961 














Grade Number of} Salary || Grade Number of} Salary 

positions | cost | positions cost 
i cicanikiticwel none 3 $38, 313 cee see ae) | 14 $70, 618 
a hte ndaniacla nite 7 I a eal eal at 13 51, 092 
GS8-13...... i 16 158, 416 1} a 24 4, 941 
Ges, Oo 7 58. 387 || ———$_|_____. 
anemia ae uv 63, 270 | RG .. isininenadeiee 105 77, 000 
teeter natintaadcasasbirases 12 72, 464 | | 


Mr. Tuomas. Do you have an approximate idea now of what the 
classifications are for the 105 people? 

Mr. WituraMs. No, sir; they will run the range such as clerks, sup- 
port people, and technicians. 

Mr. Triomas. How many supergrades do you have in there? 

Mr. Wiiu1aMs. Here, there are two at the Bureau level. This will 
include the retirement and life insurance program. 

Mr. Tuomas. How many grades 15 and 14 do you have there? Do 
you have that information ? 

Mr. Irons. Right now we have, I believe, two grade 15. 


REIMBURSABLE SECURITY INVESTIGATIONS 
CASELOAD 


Mr. Tromas. Let us take a look at your reimbursable security in- 
vestigation caseload and the table on 163. That does not give us too 
much information there, but this is a revolving fund paid for by the 
various agencies for whom you work and you have 1,080 positions in 
1959; 941 in 1960; and a little increase for 1961 to the amount 960. 
Under investigations, in 1959 you received 27,197; in 1960, 20,750; in 
1961, 20.750. What is the nature of these investigations? 

Mr. Witttams. These are investigations that are required primarily 
under Executive Order 10450 dealing with sensitive positions in the 
Government. 

The Commission serves as a service agency for the agencies which 
send us the cases to be investigated. We investigate them and give 
the results back to the agencies. 
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Mr. Tuomas. These are full field investigations? 

Mr. WituiaMs. These are full field investigations. 

Mr. Tuomas. Heretofore the FBI did that for you and they trans- 
ferred it to you? 

Mr. Witu1aMs. This was done partly by law. The law was passed 
in 1952 and we started to work in 1953. 

Mr. Tuomas. Theretofore the FBI did the work ? 

Mr. Witt1AMs. Most of it. Asa matter of fact, it was at the FBI’s 
behest that the law was passed and the job given to us. 


COST OF FULL FIELD INVESTIGATIONS 


Mr.. THomas. What does it cost on an average for one of these 
investigations ? 

Mr. WituiaMs. We anticipate this year, $370. 

Mr. Tuomas. This has gone up by $10, has it not? 

Mr. WituraMs. Yes, sir. 

Mr. Tuomas. What is the occasion for the increase ? 

Mr. WiuuiaMs. Primarily the coverage; we start full field investi- 
gations as of a fixed date and move forward from that time. The 
more time that has passed, the more points there are in the case and 
this automatically makes costs add up. 

Mr. Tuomas. The cost has gone up from $348 to $380. The cost 
goes up and the workload goes down. Why? What is the arithmetic 
here ¢ 

The average positions for 1960 were 941 and the cases processed 
were 21,250. 

Mr. Witx1aMs. The arithmetic is the cost per case times the number 
of cases we are going to process. 

Mr. Tuomas. This looks like it is 2,000 cases per employee; does it 
not ? 

No; it is 22. 

Are all of them such as to require full scale field investigations ? 

Mr. Wiu1aMs. Every single one of these is a complete full field 
personal investigation; yes, sir. This is required. 

Mr. Tuomas. That is 22 cases per investigator. 

How many of these people are investigators and how many of them 
are in clerical positions ? 

Mr. Wixuiams. Of the total, the investigator strength is 581 out of 
1,080 for 1959, or about half. The others are support personnel. 


JURISDICTION OF COMMISSION 


Mr. Tuomas. What jurisdiction does the Commission have over this 
activity? It has been placed in your hands and you did not ask for 
it, I know. 

Mr. Witx1ams. None, except to make the investigations. 

Mr. Tuomas. They are paid for by somebody else but do you hire 
these employees from your civil service rolls? 

Mr. WituraMs. Yes. 

Mr. Tuomas. What supervision do you have over them? 

Mr. WituiaMs. Supervising investigators and the normal line of 
supervision. Most of these employees are in our regional offices and 
they get the normal supervision. 
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PREDOMINANCE OF WORK IN THE FIELD 


Mr. Tuomas. Do you work out of the central office? Where are 
they located? In the field ? 

Mr. Wut1aMs. Most of them are in the field. They are located at 
some 150 different duty stations throughout the United States and 
Hawaii and Alaska. 

Mr. Tuomas. They are not domiciled in your regional offices? 

Mr. WirituaMs. Not all of them. We can operate more economic- 
ally by domiciling them outside the regional offices. Thus they travel 
shorter distances to do their investigating work. 

Mr. Tuomas. I get the impression from reading your justifications 
that there is very little justification for it and especially on one page 
here. 

This is a stepchild of the Commission and you paid it very little 
attention and each man does about 18 or 20 investigations a year, 
That looks like very few. 

Mr. Wiuu1aMs. | think of all of our programs, Mr. Chairman, this 
gets the most management attention because of its volume and be- 
eause of the great amount of detail in the operation. 

Mr. Tuomas. Which one of the bureaus does this come under? 

Mr. Wiiurams. The Investigations Division in the Bureau of De- 
partmental Operations. Most of the work is done in our regional 
offices. 

Mr. Tuomas. You have twice as many people in this unit as you 
have in your regular investigative unit. 

Mr. Wits. By far. It is the tail wagging the dog, there is no 
question about that. 

Mr. Tuomas. You are spending somebody else’s money, not your 
own, and there is no contribution made to this. 

Mr. WriuraMs. Not unless we investigate our own people. 

Mr. Tuomas. I mean for this particular activity there is no Civil 
Service Commission money or funds involved at all? 

Mr. Wuu1aMs. No, sir; not at all. 

Mr. Tuomas. You have administrative costs in there, and you make 
the agencies absorb that ? 

Mr. Irons. That is all part of it. 


ADMINISTRATIVE COSTS TO AGENCIES FOR INVESTIGATIONS 


Mr. THomas. Do you mean that $380 includes administrative costs, 
personal services, travel, leave, and every expense item that is attribu- 
table to an investigation? The agencies pay every dime of it. 

Mr. Irons. They pay every dime of it. 

Mr. Tuomas. How do you break down this $380 cost item ? 

Mr. Irons. Salaries, $283.50; travel, $45.62; other objects, which 
includes the contribution to the retirement fund, $44.27; depreciation 
of equipment, $4.45 ; inventory, $2.08. 

Mr. Tuomas. Is that information secret ? 

Mr. Irons. No, sir. We have been furnishing this to the agencies 
who pay the bill. 

Mr. Toomas. Why not furnish it to us ? 
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Mr. Jones. Mr. Chairman, may I say something off the record? 
Mr. THomas. Yes. 


(Discussion off the record.) 


PROCEDURE OF INVESTIGATIONS 


Mr. Tuomas. Your procedure now is to investigate for how many 
ears / 
‘ Mr. Jones. Take them back to 1937; this involves more checks and 
more neighborhoods because people move around and that means that 
you have more places to call at. 

Mr. Tiiomas. Suppose you have a man born at about that time? 

Mr. Jones. You take him back to his 18th birthday. It is 1937 
or the 18th birthday. 


NUMBER OF PEOPLE REFUSED EMPLOYMENT AS A RESULT OF INVESTIGATION 


Mr. Tuomas. What number of people of these 21,000 cases are 
turned up with information which result in preventing a man from 
getting his job? 

Mr. Yates. This is a man who has a job, is it not? 

Mr. Jones. No; these are sensitive jobs. 

Mr. Tuomas. That must precede his employment ? 

Mr. Witi1Ams. You understand, we do not make the decision as 
to whether he will or will not be employed. 

Mr. THomas. That is not the test; the test is, how many cases in- 
volved here of your 21,000 through your investigative efforts were 
refused employment? You could find the finest citizen on earth and 
if you went through his neighborhood and listened to everybody talk 
and discuss him and give hearsay evidence and everything else, there 
will be some derogatory remarks made about him. The test. is, how 
many were denied employment by virtue of the facts developed. 

Mr. Jones. I do not think we have that information. 

Mr. Irons. As Mr. Williams pointed out, a good part of this in- 
vestigative work is for AEC and we investigate what they call con- 
tractors’ employees. ‘These are not Federal employees. 


AGENCIES FOR WHICH INVESTIGATIONS ARE CONDUCTED 


Mr. Tuomas. What do you have to say about your big clients? 
Who are they? AEC? 

Mr. Irons. That is by far the largest and then ICA, the National 
Aeronautics and Space Administration, the Federal Aviation Agency, 
and OCDM, and USIA, to name but a few. If you are interested in 
having the estimate broken down by agency, we have it here and 
can give it to you for the record. 

Mr. Tuomas. I think it would be beneficial. 

Mr. Irons. All right. 

(The information follows :) 

51632—60-——-51 
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Revolving fund— Revised estimate of case receipts for 1960 and estimate for fiscal year 











1961 
| 

1960 estimate | 1961 estimate 
rn ii. te Se be) ie tpwaddadnwneidusacenen be 330 | 300 
hE tine cdicctincantesntucnirenennnnenns spahdbgnieacche ; 40 | 40 
Canal Zone Government... ..-- iciheintipekiage~ mepevesctigtast umes sees 40 | 15 
UN OY EP A eS nae stiates ; ; 20 ” 
Civil and Defense Mobilization, Office of_-_- ‘ 400 400 
Civil Defense Administration for District of Columbia, Office of ‘ 8 o7 
Civil Service Commission. --.................--.- Bea ; : 100 125 
Commerce, Department of-_...-....--.-.---..---..-- SS eed 166 | 166 
Council of Economie Advisers_-_.---......---- 4 4 
Defense, Office of the Secretary -- Ese . bo 465-¢> 1 j 
Export- Import I a ccandameaeune o 10 
Farm Credit Administration... .............- ‘ak Tes i. 1 0 
Rederal Aviation Agency-.-_._---.- lila Dk Ne iecisiel ee : 500. } 500 
Federal Communications Commission , ‘ . 80 0 
Federal Deposit Insurance Corporation__- : 12 12 
Federal Home Loan Bank Board__- : : , 10 10 
Federal Mediation and Conciliation Service : 25 25 
Federal Power Commission_.__.........--- ee scien haiail 25 25 
Federal Reserve System, Board of Governors of the... __- c 65 65 
Federal Trade Commission___-. 2 2 
Foreign Claims Settlement Commission_-_-_--.. de a 10 25 
General Accounting Office_______- - Le av 260 260) 
General Services Administration... eal glopnkies . > 100 100 
Government Printing Office___- aa 7 ats 50 50 
Health, Education, and Welfare, ‘Departme nt of 200 200 
Housing and Home Finance Agency . E 126 | 152 
Interior, Department of--__._- : : 174 160 
Internationé F Cooperation A¢ iministration , ‘ . ; 1, 400 1, 400 
International Organizations Employees Loyalty Board . 900 93x 
Interstate Commerce Commission ‘ i 4 4 
Labor, Department of_........._. : : 90 | 95 
Library of Congress. --- ; 60 60 
National Aeronautics and Space Administration 960 1, 400 
National Labor Relations Board “ : 40) 25 
National Science Foundation..__- ‘ ai ; ; 180 1% 
Railroad Retirement Board -_.- : 2 12 
Renegotiation Board. -. a . 10 10 
Securities and Exchange C ommission : — i > : 5 | 10 
Selective Service System : 18 12 
Signal Corps, Office of Chief Signal Officer_ : 250 | 300 
Small Business Administration _-_-. ‘ eS ia 60 50 
State, Department of hatdetoniee 128 130 
Subversive Activities Qontro] Board j 4 5 2 
Tariff Commission Saeed ; 5 0 
a ennessee Valley Authority R ; 10 10 
1.8. Information Agency te : 1, 242 1, 322 
Sonia? Administration___- S30 80 80 
Atomic Energy Comumission.....- ae Kaa . = 12, 500 12, 000 
a ee A 8 eh) ee tie se See ee F ae 20,714 20, 764 
Rounded off for budget purposes. a 20, 7 20, 750 

INVESTIGATIONS OF EMPLOYEES UNDER EXECUTIVE ORDER 10450 


Mr. YATEs. 


You just indicated these investigations occurring under 


Executive Order 10450 with respect to applications for employment. 
Does Executive Order 10450 operate with respect to employees / 


Mr. Wuu1ams. Applicants and employees. 

Mr. Yates. Your response to Mr. 
impression you conducted Executive Order 
applications for employment. 

Mr. Witu1aMs. Yes; applicants for Federal employment. 

Mr. Yates. That is correct. 

Mr. WiuuiaMs. Yes. 


Mr. Yares. My question is whether or not the Executive order ap- 
Do you con- 


plies as well to people who are now Federal employees 
duct investigations with respect to them, too ¢ 


Thomas’ questions, gave me the 
10450 investigations for 
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Mr. Wuu1aMs. Yes; if they are to be placed in sensitive positions 
we would also conduct the same investigations. 

Mr. Yates. May complaints be made against Federal employees 
under Executive Order 10450 without a change in position, and would 
this require an investigation on your part ? 

Mr. Witui1ams. Complaints / 

Mr. Yates. Yes; for instance the old time loyalty checks, You 
used to investigate employees to see whether or not there was any basis 
for disloyalty to the Governinint under Executive Order 10450. 

Mr. Witu1aMs. The thing that bothers me is the word “complaints.” 
We would not initiate an investigation based upon a complaint. We 
initiate investigations only at the request of an agency. This is be- 
cause an employee has to be employed or is being considered for em- 
ployment in a sensitive position. We do not get into the complaint 
business in this whole investigative area, 

Mr. Yates. How does Executive Order 10450 operate at the present 
time with respect to the employees who are working for the Federal 
Government and who seek no change of position ¢ 

The question is raised with respect to the suitability, with respect to 
their loyalty, with respect to one of the many bases for complaints 
under the Executive order, and what do you do? Do you make such 
investigations ¢ 

Mr. WituiaMs. No, sir. If the employee is in a sensitive position 
and the agency wants to take action against him under Executive 
Order 10450, the procedure is spelled out in the order whereby the 
agency handles the action. This is an agency matter and not a Civil 
Service Commission matter. There is a procedure for agency hear- 
ings and things of that sort. 

Mr. Yates. Is this a recent creation ? 

Mr. WituraMs. No. 

Mr. Yates. The Executive Order goes back to 1953, is that right? 

Mr. Witu1ams. Yes, sir. 

Mr. Yares. At that time there were a number of loyalty cases that 
were being processed, were there not ? 

Mr. WiiutaMs. Yes, sir. 

Mr. Yates. Who conducted the investigations of those loyalty 
cases ¢ 

Mr. Wixiiams. The FBI—the agencies were required to review 
them. 

Mr. Yares. You did nothing with respect to them ? 

Mr. WituiaMs. No, sir. That was all an agency matter. We may 
have started the investigation and turned it over to the FBI, be- 
cause questionable loyalty information was developed. The agencies 
made the final determination. 

Mr. Yares. What happens after an agency investigation of an em- 
ployee with respect to the possible abridgment of Executive Order 
10450? After an agency makes its determination with respect to suit- 
ability, if it comes to a conclusion that the complaint is not well 
founded, does it notify you as to the decision it makes? Do you have 
a master index ? 

Mr. Wu1aMs. Yes, sir. 
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SECURITY INVESTIGATIONS INDEX FILE 


Mr. Yates. You do have a master index for all employees of the 
Federal Government. 

Do you keep a record of complaints filed against Federal employees 
in your master index? 

Mr. Wiiu1aMs. No, sir; not a complaints file. 

Mr. Yates. What does your master index contain ? 

Mr. Wiuu1ams. The fact that an investigation was made and the 
result. Agencies furnish a report of the action taken under an in- 
vestigation we have furnished to them. 

Mr. Yates. Of an investigation you have furnished to them? 


AGENCY SECURITY INVESTIGATIONS OF ITS OWN EMPLOYEES 


What if the agency conducts its own investigation and finds that 
an employ ee is disloyal under Executive Order 10450? Does it notify 
you? Suppose it is dismissed and an agency acts upon an employee 
and dismisses him? Is there a notation made on your master index? 

Mr. Jones. Yes, if they send the information to us. 

Mr. Yates. They are required to send it. 

Mr. Trons. Yes. 

Mr. Wiu1aMs. The agency notifies us whenever they make an in- 
vestigation and they also notify us of the results of that investigation 
for the purpose of completing our file. 

Mr. Yates. So that, even if there is no appeal taken, the Civil Serv 
ice Commission is advised of what happens to— 

Mr. Jongs. The file has the information, yes. 

Mr. Wriu1aMs. There is no appeal to us. 

Mr. Yates. I assume when the file has it, that this is the advice to 
the Civil Service Commission ? 

Mr. Jones. I thought you were trying to find out whether the Com- 
missioners got in this act and they do not. 

Mr. Wittams. The notice is only foe record purposes. There is 
no appeal from actions taken under Executive Order 10450 by an 
agency head. There is no appeal to the Commission. 

Mr. Yates. Does the Commission ever tabulate the reasons for dis- 
missal of employees from the Federal Government? When an agency 
notifies you, for example, that so many employees have been dismissed 
for this reason or that reason? This notation is made in your index! 
Is a tabulation made as to those cases considered for dismissal ? 

Mr. Jonrs. Can we differentiate here between Executive Order 
10450 procedure and dismissals for other reasons ? 

Mr. Yates. Yes. 

Mr. Jones. I am talking about Executive Order 10450, which in- 
volves only security. You have used the word “suitability”. Did you 
mean suitability from a security standpoint? That has a specialized 
meaning for us. It involves such things as an arrest record and 
whether a man is a drunkard or whether he is discharging his financial 
obligations, and all of those things have to do with suitability. 

Executive Order 10450 is concerned solely with security and em- 
ployment in jobs which are sensitive jobs where there is access to 
classified information which might be prejudicial to the-—— 
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Mr. Yares. Is this the distinction made by the Civil Service Com- 
mission since Executive Order 10450 was promulgated ? 

Mr. Jones. The distinction of the order itself. It is applicable only 
to the sensitive jobs. 


NUMBER OF FEDERAL EMPLOYEES DISMISSED FOR SECURITY REASONS 


Mr. Yares. Some years ago, when Mr. Young was Chairman of the 
Commission, and I am looking at hearings for fiscal year 1955, the 
Attorney General and other people then had indicated there had been 
2,200 people who had been Fa from the Federal Government 
under Executive Order 10450. Does this mean they were all dis- 
missed for security reasons / 

Mr. Jones. I do not know what you refer to. 

Mr. Yates. Mr. Williams, do you remember the numbers game at 
that time, so-called 2,200 ? 

Mr. Wituiams. Yes. 

Mr. Yates. They were supposed to be dismissed under Executive 
Order 10450; were they not ? 

Mr. Witu1aMs. I am not sure of this. I am not sure whether this 
was the number of separations for security reasons or not. 

Mr. Yates. The impression was given that it was. 

Mr. Wuuiams. This information may be available. I do not have 
it and do not recall precisely 

Mr. Yates. You mean as to number of employees dismissed for 
security reasons ¢ 

Mr. Witiiams. No. What is represented in the figure of 2,200. 
I am sure Mr. Young had it at the time this conversation took place. 
It should be available. 

Mr. Yates. Mr. Young did not make it available. I asked him for 
it. He said he would turn it over to the National Security Council. 

Mr. Wruui1aMs. I only said it may be available. 

Mr. Yates. You mean available but not available to the Congress ? 

Mr. Witu1ams. I assume at that time it was not. 

Mr. Yares. Is it available presently ? 

Mr. WituraMs. I do not recall the reason it was not available then, 
whether it was under the President’s order or otherwise. If so, I 
assume the restriction would still hold good. 

Mr. Yates. Have there been any other dismissals under 10450? 
Have you tabulated those since that time ? 

Mr. WituraMs. No, sir; we have not. 

Mr. Yates. Have there been any dismissals that have been made 
under Executive Order 10450 ? 

Mr. Wituriams. To my knowledge there has not even been a tabula- 
tion made since about that time. In the case of Cole v. Young, the 
Supreme Court ruled you could not separate people under 10450 if 
they were in nonsensitive positions. This pretty well cleared the air. 

Mr. Yates. Except that at the time you and I talked about it was 
before Cole v. Young. 

Mr. Wriu1aMs. That is right. 

Mr. Yares. That is why I was a little startled by the Chairman’s 
= ge that 10450 applies only to suitability cases. 

{r. Jones. Security cases. 
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Mr. Yares. I mean security cases. If my memory serves me cor- 
rectly it contained all kinds of cases and suitability as well. The 
whole discussion I had at that time relates to the question of what is 
security, and if a person is disloyal is he suitable, whether he falls 
within your suitability criteria or not. 

Mr. Ruopes. You will remember that was part of the numbers 
racket, trying to define what was and what was not security at that 
time. 

Mr. Yares. That is right. I remember that very well. I read from 
page 1020 of the hearings of 1955. I said: 

Certainly we should not draw the inference you suggest. What about the 
speech of the type made last night by Postmaster General Summerfield implying 
that the 2,200 people who were discharged were guilty of treason? 

It was my impression that most of those people, and it was subse- 
quently shown, who made up that 2,200 number were char people 
and others dismissed for one reason or another other than security 
reasons. Ismy memory correct on that ? 

Mr. WiuturAMs. I cannot say. It could be. 

Mr. Yates. There was a question of a police dispute called in for 
one reason or another? Is that breakdown available at the present 
time, the celebrated 2,200 cases ? 

Mr. Witu1aMs. I do not know at this point. This goes back some 
> years. 

Mr. Yares. Can you check to see whether it is available? T would 
like to see the breakdown of that. 

(The information requested follows :) 


The final report, issued by the Commission September 26, 1955, on the subject 
of actions under Executive Order 10450 is as follows: 


Consolidated report of terminations and resignations under Evrecutive Order 
10450 for periods May 28, 19538 through June 30, 1956 


1. Termination for information under S(a) - 3, 614 
2. Resignations with security information under 8(a) 5, 696 
3. Number under 8(a), 2 to 8 Se are Se Peres cee ; 2, 355 
4. Number of sex perversions eee ts = 840 
5. Number of felonies and misdemeanors 2. On? 
6. Number of all others under 8(a)_____-_--______-_ ieee ou, Ore 


Definitions of numbered categories 1 through 6 appearing on attached tables: 

1. Number of employees terminated because of security questions falling within 
the purview of section 8(a) of Executive Order 10450. 

2. Number of employees who resigned before determination was completed 
in cases where the file was known to contain unfavorable information under 
section 8(a) of Executive Order 10450. 

3. Number whose files contained information indicating, in varying degrees, 
subversive activities, subversive associations, or membership in subversive 
organizations. 

4. Number whose files contained information indicating sex perversion. 

5.. Number whose files contained information indicating conviction of felonies 
or. misdemeanors. 

6. Number whose files contained any other type or types of information falling 
within the purview of section 8(a) of Executive Order 10450, as amended. 


Note.—The total of the figures in columns 3, 4, 5, and 6, is higher than the total 


of columns 1 and 2 because an employee might have in his file information falling 
under nrore than one category. 


* * * * ~ * 
Mr. Yares. You do not know what the tabulation is now on dis- 
missals under 10450, Are there any you know about? 
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Mr. WiuuiaMs. I doubt there are any. There would be so few at 
the present time since the Supreme Court. has now distinguished ‘be- 
tween the nonsensitive and sensitive position actions under Exe¢éutive 
Order 10450. 

Mr. Jones. There is an additional distinction which must be made 
clear. We are examining only applicants, unless the person changes 
the category of his job and people are not moved from nonsensitive 
into sensitive jobs by administrative action unless the agency is about 
9914 percent certain there is nothing wrong with his record. 

Mr. Yates. The impression I get is that there are no more dismis- 
sals for loyalty reasons. Is this correct ? 

Mr. Jones. I cannot tell you that, sir; The activity on security 
dismissals so far as we know is very, rane "lisnited. It is security and 
not loyalty, incidentally. 

Mr. Yares. I will accept the distinction you make, but is there a 
different program for loyalty cases? 

Mr. Jones. The agency establishes different criteria for loyalty 
than they do for security. 

Mr. Yares. Is it not under 104502 

Mr. Jones. Security involves a good many aspects. 

Mr. Yates. Overtalking and things of that sort ? 

Mr. Jongs. Yes. 

Mr. Yates. None of the cases that appear on page 163 of your 
justifications relating to reimbursable security programs relate to 
employees other than those who switch from one position to a sensi- 
tive position, 

Mr. Jones. ‘This is now limited to sensitive positions. 

Mr. WiriurAMs. This is a very, very small percentage of the total. 


TOTAL FEDERAL EMPLOYMENT 


Mr. Yates. Is this a significant drop from last year in the number 
of total Federal employees? 

Mr. Jones. No drop at all. 

Mr. a TES. Is it a drop from 2 years ago? 

Mr. Jones. Shightly, yes. 

Mr. Y ates. Has the total number of Federal employees remained 
constant over the last 5 or 6 years? 

Mr. Jones. Reasonably. 

Mr. Yates. Do you have a list there? 

Mr. Jones. We have the figures here. 

Mr, WituraMs. Going back to 1956. 

Mr. Yares. Only to 1956? 

Mr. Wiiitams. That is all I have. 

Mr. Yarrs. You do not go back to 1953? 

Mr. Witu1ams. They are “available. 

Mr. Jones. I asked him to insert a table showing the number of 
employees within this Commission and total Federal employees on the 
rolls and asked him to compare it with the money appropriated for 
this agency back to 1950. 

Mr. Yates. That would be good. If I might suggest this, the table 
should include not only numbers of classified civil service employees 
bit nonclassified as. well so you get the.total picture. 


SUG 





(The table referred to may be found on p. 783.) 

Mr. Jonas. Off the record. 

(Discussion held off the record.) 

Mr. Yares. Is the number of noncivil service employees in Federa} 
Government growing ? 

Mr. Jones. No. 

Mr. Wiuiams. In this 5-year period it has gone down some. 
Mr. Evins. I have no questions. 


NUMBER OF APPEALS TO THE COMMISSION 


Mr. Botanp. With respect to your appellate activity, how many 


appeals did you have last year? Did I understand you to say there 
were 11,000 last year? 


Mr. Jones. That is right. 

Mr. Botanp. And you processed 9,000? 

Mr. Wituiams. About 10,000 were processed. 

Mr. Boxanp. So there is a backlog. Does this create a backlog 
of 1,000? 

Mr. Witi1aMs. A good many are canceled during the process of 
hearings. We have canceled, processed, and on hand cases. We have 
a slight number on hand in excess of what we consider as normal. 

Mr. Botanp. How many do you have on hand ¢ 

Mr. Wiuu1aMs. About 1,750. 

Mr. Botanp. How long does the petitioner or claimant wait between 
the time he has appealed whatever the decision was which came from 
the regional office—I presume you have regional boards ? 

Mr. Wiu1aMs. Yes. 

Mr. Botanp. How long a period of time must the person who takes 
the appeal wait before the case is disposed of by the Board of Civil 
Service Appeals here in Washington? 

Mr. Jones. That depends very largely on him. There are rather 
strict time limits for the filing of appeals, but thereafter we give attor- 
neys on both sides about as much time as they want for the develop- 
ment of additional information, so we cannot give you a picture which 
is truly meaningful. 

One case might wait 6 months at the request of the appellant him- 
self while the attorney rounds up information; other cases might be 
delayed by consent until certain people can be reached. A few of them 
just bog down in establishing what the record is and things of that 
sort. 

Mr. Botanp. In any event, the delay is not occasioned by the Board 
of Appeals itself? 

Mr. Jones. The workload in the Board of Appeals remains fairly 
constant. I would like to cut it down somewhat. 

Part of our problem now is caused by a series of court decisions 
which have created many procedural problems. We have tobe fully 
responsive to decisions of the court, and each time the court tightens 
down the strings on procedures, this means more time in appeals, just 
as it does in a regular legal proceeding when you are involved in 
highly procedural matters. 

Specificity and detail are considerable thorns in our side and in the 
sides of the agencies and in the side of the individual himself, because 





he 
th: 


its 


Vi 
th 


tl 


t 








ral 


ny 
ere 


of 
Ave 


een 
om 


kes 
ivil 
her 


Op- 
ich 
im- 
em 
hat 
ard 


irly 


ons 
illy 
ens 
just 
| in 


the 
use 


8U7 


he in turn has to have the opportunity to refute any specific charges 
that the agency gives. 

Mr. Botanp. Out of the appeals taken how many actually appear 
before the Board? Are most of the cases cited just on the record 
itself without the appearance of attorneys or without the appearance 
of the employee ¢ 

Mr. Jones. I cannot myself give you the figures. In general terms 
the answer is “Yes”; most do not involve personal appearances here 
in Washington. They usually involve personal appearances at the 
first appellate level in the Commission whether it is Washington or 
the field. Even there in many cases they do not. It depends on how 
good the record is and what the wish of the individual is; whether it 
is a veteran’s case of a section 9 case. In veterans’ cases there is this 
right of personal appearance if they choose to exercise it and if there 
is need for it. 

Mr. Botanp. The total number of employees you have is 112 and 
you ask for two additional in 1961 ? 

" Mr. Jones. This is everybody, clerks, stenographers, members of 
the Appeals Board, field people, and so on. 

Mr. Boranp. That is a sufficient number to carry on the work of 
this particular activity, you think ? 

Mr. Jones. With my fingers crossed, yes. 

Mr. Botann. That is all I have, Mr. Chairman. 

Mr. Wit11ams. Workload in this area is completely unpredictable. 

Mr. Jonas. I have no questions. 

Mr. Jones. Every time you get a new court decision that has a new 
twist to it the load goes up. 

Mr. Botanp. What is the percentage with respect to your regional 
boards ? 

Mr. Jonrs. Mr. Irons has some figures on that. 

Mr. Irons. I have figures on the percentage of cases where the 
Commission upholds the agency. The appellant wins in 25 percent 
and the agency in 75 percent. 


Revotvine Funps 


Mr. Witr1ams. We can give you a full set of financial statements, 
if you care to have them, for the revolving fund. 
Mr. Tuomas. All right. 
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(The information follows ;) 


REVOLVING 


FUND 





Comparative statement of financial condition as of Dec. 31, 1958 and 1959 


Assets: 

Current assets: 
Cash with U.S. Treasury 
Accounts receivable 
Advances for travel 
Work in process 
Prepaid expenses 


Total current assets 


Fixed assets 
Equipment wtdarnnied 
Less: Allowance for depreciation 


Net book value 


mun iabeOR TT SCout 
Liabilities 
Current liabilities: 
Accounts payable 
Accrued expenses ttt ae 
Liability for accrued annual leave 


Total liabilities 


INVESTMENT OF U.S 


Principal of fund: 
Appropriation. 


Donated surplus. 


Net Investment of U.S. Government 


Total liabilities and investment of U.S. Government 





As of Dee. 31, 
1958 


$ 


oS 





597 


300, 


297 


7 
eo 


. GOVERNMENT 


$4, 000, 


, 048, 22 


, 630 
, 958. 
, 194. % 
449. 


, 724 


, S41.¢ 
337. 5 


, 203 
1, 635, 2 
7, 033 


000 


POR 


, 032, 491. 43 
are 


QS 


OO 


5 84 


As of Dee, 31, 


1959 


$3, 135, 384. 05 


* 


-~ 


+ 


$ 


, 996, 240. 72 


732, 025. 11 
39, 483. 57 
777, 436. 43 
684. 14 


, 685, 013. 3 


654, 300. 71 
428, 133. 33 


226, 167. 37 


, 9E1, 180. 67 


3, 325, 54 
249, O16. LI 
662, 598. 30 


914, 939, 95 


UOU, DOD. 00 
15, 480. 04 
11, 720, 7€ 


911, 180.67 








300, 70 
133. 33 
167. 37 


180. 67 


325, 4 
O16. 11 
598. 30 
939. 95 


000. 00 
480. 04 
720. 76 
, 240. 72 
, 180. 67 
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Comparative statement of income and expense for month ended Dec. 31, 1958 and 1959 


— 


Income: : ae 
Sales—Reimbursable activities 
Other income.___.- 


A it ce sa lta i hs bee bill 


Cost of services sold: 5 
Work-in-process at beginning of period 


Costs ineurred during period: 
cn cdratenanceel ‘ 
Travel nate 
Transport: ition costs_..-- 
Communications. . 
Rents and utilities___. 
Printing and reproduction__- 
Other contractual services - 
Supplies and materials 
Expendable equipment_- 
Contributions 
Taxes and assessments nis 
Depreciation—Furniture and equipment 
Other expenses . 


Total expenses 


Total production costs -_. 
Less work-in-process at end of period 


Cost of completed cases billed 


Net income 


(or loss 


REIMBURSABLE SECURITY INVESTIGATIONS 


Case costs 


Month of December 1959 


Processes 





Dec. 31, 1958 | Dee. 31, 1959 


$769, 160. 00 
174. 70 


769, 834. 70 | 


$659, 710. 00 
105. 26 


659, 8165. 26 





637, 794. 19 | 
93, 618. 37 


556, 178. 74 
72, 420. 50 


2,105.71 | 965. 00 
8, 939. 68 | 9, 916. 75 
7, 990.19 | 8, 553. 15 

386.77 | 99. 20 


17, 908. 02 


22, 195. 83 | 
7 3, 904. 33 


722. 39 


» (£4. 3% 


145. 00 35. 00: 
40, 307. 40 | 35, 839. 07 
63. 15 61. 86 
, 075. 43 7,118. 99 


466. 35 | 641. 50 
829, 110. 46 713, 642. 11 


1, 437, 146. 43 


1, 574, 834. 32 
794, 194. 32 777, 436. 43 
780, 640. 00 659, 710. 00 
-11, 305. 30 105. 26 


PROGRAM 


Fiscal year 1960 through 
December 


| 
Salary | Travel ave Other | Total | Salary Travel vel| 0 Other m4 Total 
—_— — _— | j _ } —_ —_ | a 
Indexing and briefing cad $4. 50 |_- $0. 76 | | $5. 26 $4.40 | _- | $0.87 | $5.27 
Investigating and transcribing 269. 34 | $35.13 35. 20 | 339.67 | 264. 67 39. 81 35. 15 339. 63 
Assembling and review 18. 87 |-- | 3.36 22. 23 16. 24 | ‘ 3. 33 | 19. 57 
Transmittal 2. 67 45 3.12 2. 51 al 51 3. 02 
Potal 295. 38 35.13 39.77 | 370.28 | 287.82 39. 81 39. 86 367. 49 


Month of December 1958 


Fiscal year 1959 through 


| December 
Processes . ‘ini dame 
Salary | Travel| Other | Total | Salary | Travel| Other Totus 
Indexing and briefing ef $0.91 | $5.89 |) $5.15 | $0.79 | $5.94 
Investigating and transcribing.......| 270.26 | $40.16 36.38 | 346.80 | 244.56 | $41.00 31.45 | 317.01 
Assembling and review ---| 16.65 2.82 | 19.47 18. 22 | 7 2.81) 21.03 
Transmittal ; ~---| 2.06} 31 2. 37 2. 30 nfadenl . 36 2. 66 
Wie 2 a eee 293.95 | 40.16 40.42 | 374.53 | 270.23} 41.00 35.41 | 346. 64 
| | 
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Case receipts and completions 
FISCAL YEAR 1960 
Case receipts 








Case completions 





Fiscal Fiscal 
Month Percent vear Percent Month Percent vear Percent 
of De- of esti- through of esti- of De- of esti- through of esti- 
cember mate Decem- mate cember mate Decem mate 
ber ber 
| | 
————_— ----— ——— -—_—- —_—— - | ~ | ihn 
MBG = cai cwcas “code 1, 133 | 98 | 7, 756 114 1,081 | 94 | 7, 349 | 108 
Other 580 78 4, O41 89 629 85 4, 167 | 92 
Total. 1,713 90 11, 797 104 1,710 90 11, 516 101 
FISCAL YEAR 1959 
i | — a nw = — | — 
+ a 5, acd 1, 164 | 75 ), 39) 100 1, 560 100 | 9, 125 | 97 
Other. ..---- ---| 643 100 4,652 100 657 | 114 4,986 | 112 
—— - |— | - ———. 
te eS ee 1, 807 | 82] 14, 048 | 100 2,217 | 104 14, 111 | 101 
i 


Mr. Tuomas. Thank you. Come back again. 
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101 
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Wepbnespay, Frepsruary 3, 1960. 
FEDERAL AVIATION AGENCY 


WITNESSES 


E. R. QUESADA, ADMINISTRATOR 
JAMES T. PYLE, DEPUTY ADMINISTRATOR 


ALAN L. DEAN, ASSISTANT ADMINISTRATOR FOR MANAGEMENT 
SERVICES 


CLARKE HARPER, BUDGET OFFICER 

FORDYCE W. LUIKART, ASSISTANT ADMINISTRATOR FOR PER- 
SONNEL AND TRAINING 

MAJ. GEN. MARCUS F. COOPER, ASSISTANT ADMINISTRATOR FOR 
PLANS AND REQUIREMENTS 

J. H. TIPPETS, DIRECTOR, BUREAU OF FACILITIES AND MATERIEL 

D. D. THOMAS, DIRECTOR, BUREAU OF AIR TRAFFIC MANAGEMENT 

JAMES L. ANAST, DIRECTOR, BUREAU OF RESEARCH AND DE- 
VELOPMENT 

L. W. BURTON, ACTING DIRECTOR, BUREAU OF NATIONAL CAPITAL 
AIRPORTS 

DR. JAMES L. GODDARD, CIVIL AIR SURGEON 

B. PUTNAM, ACTING DIRECTOR, BUREAU OF FLIGHT STANDARDS 


RAYMOND B. MALOY, CHIEF, OFFICE OF INTERNATIONAL COORDI- 
NATION 


DAGGETT H. HOWARD, GENERAL COUNSEL 
JACK A. GERTZ, CHIEF, OFFICE OF PUBLIC AFFAIRS 


A. 0. BASNIGHT, DEPUTY ASSISTANT ADMINISTRATOR FOR MAN- 
AGEMENT SERVICES 

H. B. ALEXANDER, DEPUTY BUDGET OFFICER 

R. E. WILLIAMS, CONGRESSIONAL LIAISON OFFICER 

BRIG. GEN. C. I. HUTTON, CHIEF, TRAINING DIVISION, OFFICE OF 
PERSONNEL AND TRAINING 

COL. W. S. COWART, DIRECTOR, NATIONAL AVIATION FACILITIES 
EXPERIMENTAL CENTER 

A. D. HARVEY, CHIEF, PROGRAM CONTROL DIVISION, BUREAU OF 
AIR TRAFFIC MANAGEMENT 

G. R. BORSARI, CHIEF, AIRPORTS DIVISION, BUREAU OF FACILI- 
TIES AND MATERIEL 

W. H. WEEKS, ACTING CHIEF, ENGINEERING AND MANUFACTUR- 
ING DIVISION, BUREAU OF FLIGHT STANDARDS 

D. M. MUNSON, CHIEF, PROGRAM MANAGEMENT DIVISION, BUREAU 
OF NATIONAL CAPITAL AIRPORTS 

J. P. MORRIS, ACTING CHIEF, AIRCRAFT MANAGEMENT DIVISION, 
BUREAU OF FLIGHT STANDARDS 


CAPT. A. C. PACKARD, DEPUTY DIRECTOR, BUREAU OF RESEARCH 
AND DEVELOPMENT 


Mr. Tuomas. The committee will please come to order. 

We have with us this morning representatives of the Federal Avia- 
tion Agency. 

You gentlemen brought us a pretty day, and a lot of sunshine. We 
are delighted to have all of you. It is good to see our friend, the 
Administrator, Mr. Quesada, and our old friend, Jimmy Pyle, as he 
is affectionately called, who is the Deputy Administrator. 
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We are also delighted to have Mr. Dean, Assistant Administ rator 
for Management Services: Mr. Harper, the budget officer; Mr, Luik- 
art, Assistant Administrator for Personnel and "Training: Maj. Gen. 
Marcus F. Cooper, Assistant Administrator for Plans and Require- 
ments; Mr. Tippets, Director, Bureau of Facilities and Materiel: Mr. 
Thomas, Director of the Bureau of Air Traffic Management; Mr, 
Anast, Director of the Bureau of Research and Development : Mr. 
Burton, Acting Director of the Bureau of National Capital Airports 
Dr. James L. Goddard, civil air surgeon. 

Where is Dr. Goddard ? 

Dr. Gopparp. Right here, sir. 

Mr. THomas. Doctor, you have your hands full; have you not? 

Dr. Gopparp. Yes, sir. 

Mr. TxHomas. Well, one of the things that this committee has al- 

yays concerned itself with is the hope and the prayer that none of 
these regulatory agencies ever become what we call ¢ aptive agencies, 
By that we mean where the regulator eventually becomes the recu- 
lated by the people the agency is supposed to regulate, 

If we have been reading the newspapers correctly, apparently there 
is not much danger of that happening to this Agency at any time in 
the foreseeable future. 

Mr. Botanp. A erate of the industry and not of the Congress. 

Mr. Tromas. Yes. I said of those they are supposed to be regu- 
lating. 

Mr. Quesapa. We are glad you share this concern because it 1s one 
of our most severe problems. 

Mr. Botanp. You have gotten a lot of lumps; have you not, in the 
last few months? 

Mr. Quesapa. A lot of bumps but not many lumps. 

Mr. Botanp. You wear them well. 

Mr. Quesapa. Thank you. . 

Mr. Tuomas. Then, we have Mr. Putnam, Acting Director of the 
Bureau of Flight Standards; Mr. Maloy, Chief of the Office of Inter- 
national Coordination. 

Then, we have Mr. Howard, the General Counsel, and Mr. Gertz, 
Chief, Office of Public Affairs. 

Well, it is nice to see all of you, and welcome aboard. 

You have quite a distinguished array of talent, General. 

General, do you have a statement for us? 

Mr. Quesapa. Yes, sir. If you would like me to read it, I would 
be glad to do so. 

Mr. Tuomas. At your pleasure. 


GENERAL STATEMENT 


Mr. Qursapa. We appreciate the opportunity to appear before the 
Committee on Independent Offices to present the Federal Aviation 
Agency’s program and budgetary requirements for the 1961 fiscal 
year. As you know, the Federal Aviation Agency is a little more 
than 1 ye sar old, and this is the first budget estimate pre pared in its 
entirety by the Agency. This estimate reflects a thorough review of 
the 1961 funding required if the FAA is to ¢ arry out the responsibili- 
ties assigned it by the Congress with the ex xception of air traffic man- 
agement functions which may be transferred from the military 
services. 
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PROGRESS OF FAA 


The basic job of this Agency is to advance the public interest by 
roviding the services essential to support the common needs of civil 
and military aviation in the United States. During our first year, 
with the understanding and support of the Congress, we have made 
substantial progress in closing the gap between the needs of aviation 
and our ability to provide required services. This does not mean 
that we have yet achieved the capacity to meet the challenge that lies 
ahead. On the contrary, we need further to strengthen our capabili- 
ties if we are to meet the need for efficiency and safety in air opera- 
tions. 

The FAA’s first task was the formation and staffing of an organiza- 
tion capable of effectively carrying out its responsibilities under the 
new act. 

We have succeeded in doing this without losing momentum in per- 
forming the functions of our predecessor agencies, including the man- 
agement of air traffic and the commissioning of new facilities. 

In addition, some of our more significant accomplishments are 
these : 

1. We have stepped up our enforcement and surveillance program 
of inspection and certification of aircraft, airmen, and operators of 
aircraft and air agencies, ineluding the establishment of civil air 
regulations which are directed toward providing increased safety in 
aviation. 

2. We are proceeding with our research and development program 
as originally planned. Particular emphasis is being placed on de- 
velopment of a semiautomatic system for providing air traffic man- 
agement and the development of an all-weather landing system. 

3. We have accelerated implementation of a program for joint use 
of military radars which will effect substantial savings to the Govern- 
ment in controlling high-power jet aircraft. 

4. We have moved well ahead with the construction of the Dulles 
International Airport and we plan for it to be in operation by July 1, 
1961. 

5. We have initiated a uniform and effective system for the alloca- 
tion and utilization of air space. 

6. We have undertaken an effective program in aviation medicine 
including medical research. 


ESTIMATES FOR 1961 


In developing our 1961 estimate, we subjected each item to the most 
careful review in accordance with procedures established by the 
Agency in March 1959. As the result of that review many desirable 
projects were eliminated because they could not stand the test of 
essentiality. For this reason we believe that we have submitted a 
budget which calls for only the minimum funds required if we are to 
keep pace with the growth of aviation and the demands of an advanc- 
ing technology. 

As the committee considers our request, I am sure you will recog- 
nize that to a degree, not common to Government service, our require- 
ments are not controllable by the Agency, but rather result from a 
national need of air defense and the dynamic growth of aviation as a 
major sector of the national economy. 
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OPERATIONS OF FAA 


The Agency’s operations are worldwide in scope, and are provided 
24 hours a day. The FAA has installations in every State and pro- 
vides services wherever U.S. carriers fy. The bulk of these installa- 
tions are supervised by six regional offices strategically located in the 
48 contiguous States, Alaska and Hawaii. 

In managing air traffic in 1960, the Agency operates and maintains 
356 communications stations to relay air-ground flight and weather 
data; 35 air traffic control centers to regulate the movement of inter- 
state air traflic; 224 airport traffic control towers to handle air traffic 
at congested air terminals; and some 4,000 major automatically oper- 
ating air navigation and traffic control facilities. 

The flight standards program is operated through 161 strategically 
located district offices and the administration of the airports program 
is handled through 24 district offices. 

In addition to the above installations, which together with Wash- 
ington National Airport render direct services to the public, we op- 
erate a training, warehousing and repair base and an experimentation 
and testing facility. 

One of our primary objectives is to achieve by 1965 a system using 
modern equipment that will accommodate the national need for the 
instrument flight operation of aircraft. This is a firm requirement if 
safe, efficient and reliable use of aircraft, both military and civil, is to 
be realized. 


ADDITIONAL COSTS 


In fiscal year 1961 we will have additional costs for: (1) operating 
new equipments that are being placed in service; (2) meeting growing 
workload for new facilities and for existing services: (3) strength- 
ening the process for obtaining compliance with civil air regulations; 
and (4) improving equipment and processes through applied re- 
search. These heavy costs could and should be partially offset. by 
the application of user charges in the form of an aircraft fuel tax, 
in line with the President’s recommendation. This tax would increase 


the accrued revenues to the Government by some $88 million. 
STAFFING REQUIREMENTS 


A year’s service as Administrator of the FAA has strengthened 
my conviction that the agency will be able to achieve the purposes of 
the Federal Aviation Act only if it is provided with the facilities, 
manpower and procedures required to handle existing and predicted 
workloads. We have a dedicated staff of employees whose loyal and 
determined efforts have made possible the establishment of a high 
standard of air safety. They are, however, frequently handicapped 
by procedures and equipments which are ill adapted to coping with 
the volume and complexity of air activity which already prevails. 

It is therefore essential that we introduce into the system as soon 
as possible improvements which will provide a capacity to handle the 
growing volume of air traffic and bring about a more efficient. use of 
air space. These improvements are of course dependent on a con- 
tinuing aggressive and imaginative research and development effort. 





led 


la- 
the 


ins 
her 
er- 


er- 


lly 


am 


sh- 
Op- 
ion 


ing 
the 
t if 
Ss to 


‘ing 
rth- 
ns ; 

re- 


Lax, 
pase 


ned 
s of 
ties, 
cted 
and 
nigh 
yped 
with 
Is. 

soon 
» the 
se of 
con- 
fort. 


815 


The staffing requirements set forth in the estimate are primarily 
based on the application of workload formulas and standards which 
have been proved through experience to be reasonable and sound. 

We are continuously conducting a searching review of our activities 
with an objective of eliminating all nonessential items and improv- 
ing our Management so as to carry out our programs at minimum 
cost. Other than through such a process we know of no means of 
reducing our operating expenses without lowering our standards. 


FUNDS REQUESTED 


We are requesting $654 million for the 1961 fiscal year in new obli- 
gational authority in addition to the $63 million in contract authoriza- 
tion presently approved by the Congress for the Federal-aid airport 
program. Including the $80 million to pay obligations that will come 
due during 1961 under prior years’ contract authorization for the 
Federal-aid airport program, we will require an appropriation of 
$734 million. This is an increase of $143,505,000 in new obligational 
authority and $176,005,000 in total appropriation. The amounts re- 
quested for each of our several appropriations are discussed more spe- 
cifically below. 

EXPENSES 


We are requesting $383 million for the “Expenses” appropriation 
which finances the operating costs of the Agency. The amount re- 
quested for this appropriation is needed if the public is to realize the 
full benefits from the funds which the Congress has previously pro- 
vided in support of safety and efficiency in aviation. We need to op- 
erate existing facilities to meet the workloads imposed on us by avia- 
tion activity. These facilities are located in places with high avia- 
tion activity and therefore are critical to efficient, safe flight. It is 
also important that we commission over 500 new facilities that will 
be available for service in which the Government has invested $100 
million. ‘The request entails an increase of $64.3 million over the 1960 
appropriation and provides for: (1) the full-year cost of services 
performed on a part-year basis during 1960; (2) manning and op- 
erating the new equipment that is ready for service under authority 
of prior year appropriations; and (3) the employment and training 
of additional personnel to handle workload generated by the growing 
volume of air traffic. 

Provision has also been made for additions to the staff required to 
develop, revise, and enforce the regulations and standards established 
by the agency to enhance safety in flight. It is vital that these flight 
standards activities be strengthened if the public is to be assured that 
aircraft are airworthy and that aircraft operations are conducted with 
the maximum safety attainable with present technology. 


ESTABLISHMENT OF AIR NAVIGATION FACILITIES 


The appropriation “Establishment of air navigation facilities” pro- 
vides for the procurement and installation of new facilities required 
for the improvement and expansion of the air navigation and traffic 
management system, we are requesting $195 million for this appropri- 


51632-—60 
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ation, an increase of $76,800,000 over 1960. This request reflects one 
of the major accomplishments under the Federal Aviation Act in 
that it is based on extensive joint use of military radars for air traffic 
management. A significant part of the increase in the : appropriation 
is required to prov ide space for FAA air traffic control operations at 
nine super combat centers being constructed by the Department of 
Defense. While this program will substanti: ally reduce the number 
of additional radars which we will have to provide, we need to step 
up our program of installing FAA radars when military equipment is 
not available. It will also be necessary to provide the equipment to 
remote compatible data from some of our radars to super combat 
centers. 
RESEARCH AND DEVELOPMENT 


The “Research and development” appropriation finances the pro- 
gram for the modernization of the national system of aviation facili- 
ties to serve the present and future needs of civil and military aviation. 
This program is in three phases. Phase I involves the deve ‘lopment 
of improvements to existing equipment and procedures. Phase I 
entails research and developme nt to make possible early introduction 
into the system of new equipment and procedures based on existing 
scientific technology. Phase III is the long-range program for the 
continuing modernization of the Nation’s aviation facilities utilizing 
techniques and procedures to be made possible by advanced research 
going beyond existing technology. 

There are three major activities financed by this appropriation: 

(1) Our initial approach to the problem is applied research, pri- 
marily directed to systems as distinguished from equipments. This 
part of the program is designed to make the most effective and eco- 
nomic use of the development effort of the agency by screening out 
inefficient and uneconomical ideas and concepts before any develop- 
ment effort is expended on them. 

(2) The next step in our program is the development of both sys- 
tems and equipment. This work is conducted primarily by contracts 
with industry, universities, and other research groups. 

(3) The third major component of this program is the testing and 
evaluation of systems and equipments of our National Aviation Fa- 
cilities Experimental Center prior to the procurement and installation 
of components on a systemwide basis. 

For these activities we are requesting $65 million, an increase of 
$16,275,000 over the 1960 appropriation. 

We have available to the agency $63 million in contract authoriza- 
tion for the grants-in-aid for airport construction previously author- 
ized by Public Law 86-72. However, it will require $80 million to 
make payments under grant agreements with local airport authorities. 


OPERATION AND MAINTENANCE OF NATIONAL CAPITAL AIRPORTS 


The budget estimate for operation and maintenance of the National 
Capital Airports provides for the continuing operation and mainte- 
nance costs of the Washington National Airport for the full year. 
It also includes the preopening costs at the Dulles International Air- 
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port which is expected to begin operations in July 1961. These pre- 
operational =r are for recruitment and training of key operating 
personnel, conducting operational tests, and procurement of necessary 
operating equipment. 

The $5 million requested for National Capital Airports construc- 
tion projects in 1961 will permit the inauguration of a modernization 
and unprovement program to increase the safety and efficiency of op- 
erations at Washington National Airport whose facilities are over- 
taxed by the current and projected levels of activity. 

These estimates do not include the funds required by the Federal 
Aviation Agency to assume responsibility for the air traffic manage- 
ment activities currently being handled by the Defense Department 
at military bases. Planning for this program is currently being 
coordinated with the Defense Department and a determination of 
the funding requirements will be made at a later date. 


SUMMARY OF WORK 


In summary, the work we are performing includes a wide range of 
services necessary to serve the common needs of civil and military 
aviation in the United States. Many of our requirements are not 
controllable by the Agency but result from workloads imposed by 
the spectacular growth in the volume and complexity of aviation 
activity. The full and effective operation of new facilities and an 
energetic research and development effort are essential if we are to 
achieve optimum utilization of the air space. The progress we can 
make in correcting the problems facing aviation, which have caused 
somuch public concern, will be in direct proportion to the resources 
we have available. In my opinion, the request before the committee 
includes only necessary items and provides for a balanced program 
involving both the handling of immediate problems and steady prog- 
ress toward meeting the requirements of 1965. 

I feel that last year we did not succeed in making our requirements 
sufficiently clear to the committee. The fault was ours and we have 
revised the format of our budget presentation to make it more in- 
formative. We will try in this hearing to answer your questions and 
will provide the committee with any additional facts which you 
may desire. 

If the committee would like, we could show you a chart which 
would indicate the growth of aviation including how it has increased 
in the past, and the projections for the future. 

Mr. Tuomas. You give us a very nice table in the justifications 
showing exactly that. We will discuss it later—the growth is over- 
whelming. 

Mr. Quesapa. Yes, sir. 

Mr. Tuomas. General, that is a nice statement and we appreciate 
your coming over and talking to us. 

This budget is certainly an excellent one. There is a wealth of 
material contained in it, and it is beautifully presented. The infor- 
mation is here. All you have to do is get it and you can get it by 
spending a little time on it. 
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JUSTIFICATION STATEMENT 


It might be well to start out here—and there are two or three 
pertinent things that ought to be kept in mind—by way of general 
discussion. At this point we shall insert into the record pages 2 
through 5 of the justifications. 

(The pages referred to follow :) 


GENERAL STATEMENT 


Aeronautical services are provided by the Federal Aviation Agency under 
authority of several statutes, the more important of which are identified below: 
1. The Federal Aviation Act of 1958 created the Federal Aviation Agency 
and provides for the regulation and promotion of civil aviation so as to 
foster its development and safety and to assure the safe and efficient use 

of the airspace by both civil and military aircraft. 

2. Public Law 674, 76th Congress, authorizes the operation of the Wasb- 
ington National Airport, and Public Law 762, S8ist Congress, authorizes the 
construction and operation of Dulles International Airport. 

3. Public Law 377, 79th Congress, Public Law 211, 84th Congress, and 
Public Law 86-72 provide for Federal aid in the development of public 
airports. 

The declaration of policy for the Administrator, which is section 108 of the 
Federal Aviation Act, summarizes effectively the objectives we wish to attain 
during 1961. 

“Sec. 103. In the exercise and performance of his powers and duties under 
this act the Administrator shall consider the following, among other things. 
as being in the public interest : 

“(a) The regulation of air commerce in such manner as to best promote its 
development and safety and fulfill the requirements of national defense ; 

“(b) The promotion, encouragement, and development of civil aeronautics; 

“(c) The control of the use of the navigable airspace of the United States 
and the regulation of both civil and military operations in such airspace in the 
interest of the safety and efficiency of both ; 

“(d) The consolidation of research and development with respect to air naviga- 
tion facilities, as well as the installation and operation thereof : 

“(e) The development and operation of a common system of air traffic control 
and navigation for both military and civil aircraft.” 

This is the first budget estimate presented to the Congress that gives full effect 
to the requirements of the Federal Aviation Agency. It provides for carrying 
out all of the primary responsibilities of the Federal Aviation Agency as envi- 
sioned by the Federal Aviation Act, with the exception of the assumption of 
the air traffic management functions now performed by the military departments 
at military bases. Plans are being coordinated with the Defense Department 
for the initiation of this program in the 1961 fiscal year, and determinations will 
be made as to funding requirements as soon as agreements are reached with 
the Department of Defense on the timing and scope of the transfers. 

In performing services essential to present-day aviation and its growth, the 
Agency operates a national network of air navigation aids and controls civil 
and military air traffic 24 hours a day; regulates the use of navigable space; 
certifies as to the competency of airmen and airworthiness of aircraft; procures 
and installs improved aids to air navigation; conducts research and development 
to improve and modernize aviation facilities and procedures; administers a Fed- 
eral grant-in-aid program for a national system of airports; promotes and 
regulates the mental and physical fitness of airmen; constructs and operates 
airports in the National Capital area and certain other special locations; and 
carries on related activities designed to promote air commerce and safe and 
efficient aviation. 

The need for the Federal Government to provide effectively for the combined 
civil and military needs of aviation was extensively studied by the Congress and 
the executive branch of the Government in recent years. From those studies 
there developed a recognized requirement for the organizational arrangements, 
the authority and the resources to cope with the problems of safe and efficient 
aviation in the jet age. 
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The enactment of the Federal Aviation Act and the creation of the FAA have 
provided the framework and authority needed to deal effectively with the needs 
of aviation. The effectiveness of these measures are, however, dependent upon 
the continued provision of the resources required to keep pace with an ever more 
demanding job. Beginning in 1957 the level of appropriations for functions new 
carried on by the FAA has been increased to provide facilities and services at.a 
rate which has permitted substantial and encouraging progress in improving 
and augmenting present air navigation and traffic control systems and in render- 
ing services essential for safety and efficiency in air operations. 

Further, the role of the Federal Government with respect to research and 
development has been recognized and implemented with appropriations support. 
This concerted effort must be accelerated and its success is also heavily de- 
pendent on the availability of adequate resources. 

Aviation is now one of the major industries of the United States.. The work- 
load of FAA is not controliable by the Agency but results from the requirements 
of air defense and the growth of civil aviation. The increasing density of air 
traffic and the higher performance of aircraft pose serious problems, and our 
continued evaluation of aviation leads to the conclusion that air commerce is 
growing in proportions that approach explosive qualities. All Agency workload 
indicators reflect substantial increases in 1961 over 1959. Some of the more 
important of these are: 12 percent increase in instrument flight activity handled 
by FAA air route traffic control centers and a 10 percent increase in instrument 
operations handled by FAA towers. This dramatic growth results from a number 
of factors, primarily the public acceptance of air travel for mass transporta- 
tion; the heavy commitment of resources by the industry to new aircraft; the 
indicated trend of the railroad industry to phase out passenger transportation ; 
and national defense requirements. It is now expected that he public will fly 
40.5 billion passenger miles in 1961, an increase of 22 percent over 1959. 

The continuing transition of the air carrier industry from piston-driven to 
turbine-powered aircraft will be accompanied by a number of major stresses 
on personnel, equipments, and operations that directly affect the public safety. 

The Agency plans for the next several years will significantly improve the 
quality and level of our services. However, with the growth that is anticipated 
and the changing character of services that is being realized, it will be fiscal 
year 1963-65, depending on the area, before a reasonably adequate level of serv- 
ice can be expected. This is because the gap between the Government’s capac- 
ity to serve aviation and the need for the services became so broad that it can- 
not be closed immediately. The difference is reflected by such indices as: on 
a typical average day there are more than 100,000 aircraft flights in this country, 
but our demonstrated capacity for providing instrument flight rule separation 
on a peak day is presently some 22,500. While our capacity is growing, so are 
the number of flights. The recent trend of the military and air carriers toward 
using instrument flight rule clearance, under all-weather conditions, industry 
growth, the increasing number of varied types and ranges of performance char- 
acteristics of aircraft, and the demands for airport facilities are factors which 
place great stress on the Agency’s services. 

Recently, significant progress has been possible as a result of congressional 
support in providing the resources to undertake an expansion program, Now 
new equipments that have been authorized are being delivered and readied for 
operational use, and training of new personnel is approximately on schedule, but 
the effort must be made to continue this improvement process and to close the 
gap between the needs of industry and the military and the services the Agency 
iscapable of performing. 

Expanding the Agency’s services, as planned, will improve safety of aviation 
and eliminate expensive practices as represented by flight delays and the inter- 
ceptions for identification of unknown aircraft in the interest of national secu- 
rity. Many delays and interceptions could be eliminated with more comprehen- 
sive air traffic control facilities. Such incidents are closely allied with high 
traffic density and this problem of delays and intercepts will increase as more 
air space is saturated, unless we are provided with the tools to develop positive 
traffic control in both good and bad weather conditions. Today’s level of safety 
in aviation is provided frequently by imposing arbitrary and costly restrictions 
on military aviation and delays in civil aviation. 

The estimates have been prepared to reflect the firm requirements for getting 
the job done. There are several principal factors that influence this request: 

1. Commissioning certain new facilities and services authorized for establish- 
ing under prior year EANF appropriations. 
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2. Workload in proportion to the growth being realized in aviation. 


. Full-year costs of services initiated under the 1960 appropriations. 
. Additional effort in research, development and testing to improve the equip. 
ments and techniques being utilized in assuring safety in aviation. 

5. Training of additional technicians to meet the level of competency required 
to assure efficient utilization of increased facilities and improved procedures 
and techniques. 

6. Establishing additional facilities in phase with the Federal airway plan, 


mw 


FUNCTIONS OF THE AGENCY 


Mr. Tuomas. It is clearly set out here just what the duties of the 
Administrator are, and just what his program is. 
You state as follows: 


In the exercise and performance of his powers and duties under this act, 
the Administrator shall consider the following, among other things, as being in 
the public interest. 

Then there are three or four short sentences spelling them out. One 
is, and I quote: 

(a) The regulation of air commerce in such manner as to best promote 
its development and safety and fulfill the requirements of national defense; 

(6) The promotion, encouragement, and development of civil aeronautics; 

(c) The control of the use of the navigable air space of the United States 
and the regulation of both civil and military operations of such airspace in the 
interest of the safety and efficiency of both; 

(d@) The consolidation of research and development with respect to air nayi 
gation facilities, as well as the installation and operation thereof ; 

It does not say anything there about your opening up a little re- 
search program in medicine, does it, General] ? 

Mr. Qvesapa. Not in that particular area, but I think that it is 
an important part of our responsibility. 

Mr. Tuomas (reading) : 

(e) The development and operation of a common system of air traffic contro] 
and navigation for both military and civil aircraft. 

There you are. 

It is quite an order; is it not ? 

Mr. Qursapa. Yes, sir, it is, and I assure you that the task is not 
easy. 

Mr. Tuomas. There is one other ae General, if you will 
let me interrupt you just a minute, which is worthy of repetition, and 
that is this: 

Plans are being coordinated with the Defense Department for the initiation 
of this program in fiscal 1961 and a determination will be made as to funding 
requirements as soon as agreements are reached with the Defense Department 
on the timing and scope of the transfers. 

In other words, the act provides for carrying out of the respon- 
sibilities of the Federal Aviation Agency with the exception of the 
assumption of the air traffic agreements and practices now performed 
by the military departments at military bases. 

What this means is that you are going to work into an agreement 
taking over completely and funding it all in 1961? 

Mr. Qursapa. Not necessarily, Mr. Chairman. 
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Mr. Tuomas. You said plans are being coordinated with the De- 
fense Department for the initiation of this program in the 1961 fiscal 


year and determinations will be made as to funding requirements. 


Do you mean by that it will not be completed in 1961? 

Mr. Quesapa. I mean that we will not be able to take over all these 
functions in 1961. The process of taking over these functions will 
take at least 4 years. 

I think Mr. Dean might add to that, Mr. Chairman. 

Mr. Tuomas. We will get to that in detail in a minute. 

You further state on page 3 of the justifications as follows: 

In performing services essential to present-day aviation and its growth, the 
Agency operates a national network of air navigation aids and controls civil 
and military air traffic 24 hours a day; regulates the use of navigable space; 
certifies as to the competency of airmen and airworthiness of aircraft; procures 
and installs improved aids to air navigation; conducts research and development 
to improve and modernize aviation facilities and procedures; administers a Fed- 
eral grant-in-aid program for a national system of airports; promotes and 
regulates the mental and physical fitness of airmen; constructs and operates 
airports in the National Capital area and certain other special locations; and 
carries on related activities designed to promote air commerce and safe and 
efficient aviation. 

That seems to tell the tale right there, as far as the day-to-day activ- 
ities and duties are concerned ; does it not ? 

Mr. Qursapa. Yes, sir; it does. 


RECENT TRENDS IN REPRESENTATIVE AVIATION ACTIVITIES 


Mr. Tuomas. You spoke of your chart a while ago. Mr. Reporter, 
we shall insert at this point in the record pages 6 and 7 of the justifica- 
tions. These tables show the recent trends in representative aviation 
activities, such as instrument operations, aircraft, handled, passenger 
miles, et cetera from 1951 to 1961. 

(The page referred to follows :) 


Recent trends in representative aviation activities, fiscal years 1951-61 


[Indexes (1951 =100) } 


Aircraft operations at 
| airports with FAA 
Airline Civil avia- | towers 


Instrument} Aircraft | revenue tion fuel eee a 

Fiscal year operations handled passenger- | consump- | 

miles tion | Air carrier 
| | and Tota! 

| itinerant 

| operations 
100 100 100 100 100 100 
110 | 114 121 113 108 | 102 
120 131 146 | 131 | 116 | 99 
130 141 163 147 | 127 | 106 
160 169 191 164 141 | 115 
190 | 207 | 221 189 | 154 | 125 
| 240 252 | 250 224 178 | 145 
re 255 286 | 268 251 | 195 | 161 
1959__. | 315 324 | 284 272 201 14 
1960 (estimated) _ - | 335 | 345 318 315 213 | 173 
1961 (estimated) os 350 | 366 | 346 367 221 | 180 
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Activity units 


| 


| Aircraft operations at 
Airline Civil avia-| airports with FAA 





Instrument} Aircraft revenue tion fuel towers 
Fiscal year operations handled passenger- | consump- be 
| | | miles tion | 5 
| | |Air carrier | 

and | Total 

| | itinerant 

| shen: operations 

| — | ” 

| Million 

| Millions Millions Billions gallons | Millions Millions 
on). Siok oS 12.0 | 19.9 | 11.7 | 762 | 9.1 | 16.3 
eS eee ‘2.2 13.3 14,2 SO4 9.8 16.7 
1953 * 12.4 | 13.8 17.1 | 1, 001 10.6 16.2 
ha alice ects Riceville 12.6 t4.1 19. | 1,123 11.6 | 17.3 
1955 si denbiniahmiaicartben diaries 13.2 14.9 22. 4 1, 247 12.8 18.8 
rE 5 13.8 16.0 8 | 1, 440 14.0 20.4 
ee a 4.58 7.3 29.3 | 1, 705 16,2 23.7 
aa ee a at alain 5.1 8.3 31.4 1,915 an 26. 3 
ee re seen ete 6.3 | 9.4 33.2 2. 076 18.3 28, 8 
1960 (estimated) ioe 6.7 10.0 37.2 2, 400 19. 4 28. 2 
1961 (estimated) 7.0 10. 6 40: 5 2, 800 20.1 29.3 


1 Estimated. 


SUMMARY OF ESTIMATES 


Mr. TxHomas. The table on page 8 shows a breakdown of your op- 
erating costs. 

Please insert that page in the record at this point. 

(The matter referred to follows:) 


Summary of budget estimates, fiscal year 1961 


Difference, 
Appropriation 1960 1961 increase (+) or 
dec rease 


Expenses: 


Number of permanent positions____-- 34, 890 39, 585 +4, 695 
Appropriation or estimate. _- $318, 700, 000 | $383,000,000 | +-$64, 300, 000 
Research and development: 
Number of permanent positions____ 184 641 +157 
Appropriation or estimate. - - $48, 725,000 | $65,000,000 | +$16, 275, 000 
Establishment of air navigation facilities: 
Number of permanent positions 5 | 1,741 | 2, 027 +286 
Appropriation or estimate a | $118, 200,000 | $195,000,000 | -+-$76, 800, 000 
Grants-in-aid for airports (liquidation of contract authoriza- | | 
tion): Appropriation or estimate__- | $47, 500, 000 $30, 000, 000 +$32, 500, 000 
Operation and maintenance, National Capital airports 
Number of permanent positions. ...........-.----.-.-. 285 627 +342 
Appropriation o1 estimate. ........... : . $2, 400, 000 $6, 000, 000 +-$3, 600, 000 
Construction, National Capital airports: | 
Number of permanent positions... - 3 6 | +3 
I re SS. ae bubseunlipeeeownnane $5, 000, 000 | +$5, 000, 000 
Construction and development, additional Washington air- | 
port: | 
Number of permanent positions._...-...-..-.--- 30 lose ss 
Appropriation or estimate ---- ce $22, 470, 000 | | —$22, 470,000 
Total, all appropriations: 
Number of permanent positions. - ae 37, 433 | 42, 916 +5, 483 
Appropriations or estimates 


bese endoais $557, 995, 000 | $734, 000,000 | +-$176, 005,000 


In 1961 you seek 42,916 employees, which is in excess of 1960 by 
5,483 employ ees. 

You have a total appropriation request for fiscal 1961 of $734 mil- 
lion, which is $176,005,000 over 1960. 

We will break down these two money figures and personnel figures. 

Under your “Expenses,” you have 39,585 people for 1961, which is 
an increase of 4,695. 
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The cost of your “Expense” item is $383 million, an increase of $64.3 
million as against last year. 

Your research and development program is broken down money- 
wise as $65 million for 1961, which is an increase of $16,275,000, and 
an increase of 157 employees i in 1961 over 1960 for a total of 641. 

The establishment of air navigation facilities, dollarwise, is $195 
million in 1961, which is an increase of $76.8 million over last year, 
and shows a personnel load of 2,027, which is an increase of 286 over 
1960. That is a part of your big Bureau of Facilities and Materiel, 
and in truth and in fact you have five big operating Bureaus; do you 
not ‘ 

Mr. Qursapa. Yes, sir. 

Mr. Dean. That is correct, sir. That establishment and mainte- 
nance activities are administered by the Bureau of Facilities and Ma- 
teriel, but the traffic management program is administered by a sepa- 

rate bureau. 

Mr. Tuomas. You combined under one bureau this year your air- 
ports here in the District of Columbia—Dulles Airport and the Na- 
tional Capital Airport ¢ 

Are there any other airports under the jurisdiction of this bureau? 

Mr. Dean. No, sir; the Bureau of National Capital Airports is 
limited in its mission to the Washington metropolitan area. 

Mr. Tuomas. There is no money in here for the Dulles Airport 
this year, as well as I recall, but $11 million for the Washington Na- 
tional Airport—and the lion’s share of that is for new construction. 

We will go into that in detail later. 

The first year you took over under the new act was fiscal 1959; was 
is not ¢ 
Mr. Quesapa. Yes, sir; that is correct. It was during fiscal year 
1959. 

Mr. Tuomas. And, the last budget presented by your predecessor 
agency was in 1958? 

Mr. Dean. No; fiscal 1959. 

Mr. Tuomas. Was it fiscal 1959? 

Mr. Dean. That is correct. 

Mr. Tuomas. If I recall correctly their “Salaries and expenses” that 
year totaled about $185 million or $190 million, and the comparable 
figure would be an increase of 100 percent in the last 2 years since 
you have taken over? Is that approximately correct / 

Mr. Harper. Sir, in 1959 the “Expenses” appropriation was $241.7 
million. 

Mr. THomas. You presented your own budget, as well as I recall, in 
1959. 

Mr. Harper. The CAA did. 

Mr. Tuomas. No; the present Agency did, FAA. 

Mr. Dean. Mr. Chairman, last year was the first time we, as FAA, 
appeared before you. This was in justification of the 1960 fiscal year 
budget. This is our second appearance. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Your predecessor, for “Salaries and expenses,” as well as I recall, 
had about $180 million or $181 million, and of course the lion’s share 
of that was for jobs. 

Mr. Duan. Yes, sir, in fiscal year 1958. 











824 
POSITIONS FUNDED PARTIALLY IN 1960 


Mr. Tuomas. You had a supplemental last year to transfer $17 mil- 
lion from your equipment program to “Expenses”; is that correct? 

Mr. Dean. That is correct, sir. 

Mr. THomas. And, that was mainly for personnel / 

Mr. Dean. Yes, sir. 

Mr. THomas. How many additional jobs did that set up ? 

Mr. Harper. It was 2,710. 

Mr. Tuomas. Were they all funded for the fiscal year 1960, or were 
they staggered employment ? 

Mr. Harver. They were funded for staggered employment through 
1960. 

Mr. Tuomas. Were they all funded in 1960—the 2,710 additional? 

Mr. Harper. Only for an average of 5 months during 1960, sir. 

Mr. Tuomas. So, you have unannualized in your 1961 budget the 
2,710 people, is that correct 

Mr. Harper. Yes, sir. 

Mr. Tuomas. Are they set up on an annual basis in your fiscal 1961 
budget ? 

Mr. Harper. Yes, sir. 

Mr. Tuomas. And your 1960 budget, now really takes care of those 
2,710 additional yeople for only 5 months 4 
Mr. Harper. That is correct, sir. 
Mr. Tuomas. How many of them are on the payroll now / 
Mr. Dean. Mr. Chairman, last year we had some difficulty in getting 
‘ross this problem of how our staffing 
Mr. Tuomas. No; I beg your pardon. 
Mr. Dean. So, we prepared these charts. 
Mr. Tuomas. You did not have any trouble getting it across. We 
just did not agree with you. 

Mr. Qursapa. This is criticism of ourselves and not of you, [ assure 
you. 

Mr. Dean. The upper line portrays our 1960 fiscal year program- 
ing of positions—the top dotted or broken line. 

Mr. Tuomas. Does the sum total of 37,433 include your unannual- 
ized jobs of 2,710? 

Mr. Harper. Yes, sir. 

Mr. Dean. At the beginning of the 1961 fiscal year our program 
will include all those additional positions; that is correct. 

Mr. Tuomas. What about 1960? Are they a part of your total of 
37,433 that you set out in your table here for 1960 / 

Mr. Dean. That is correct, sir. 

Mr. Tuomas. But dollarwise they are not funded for the full fiscal 
year 1960, but only 5 months—2,710 of them? 

Mr. Dean. That is correct. 

(The charts are as follows:) 
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Mr. Chairman, the reason why this is the case is that we program 
our positions to be in response to the commissioning of the new 
facilities that occurs throughout the year and to work ifload increases 
which, again, occur throughout the year. It would not be economical 
for the Agency to do anything other than delay the filling of positions 
until the programed time to fill them; that is, until the individual 
tower became operative or some other facility required operation and 
maintenance. 

For this reason, we have a steady increase in the number of people 
on board throughout the fiscal year until at the end of the fiscal year 
we reach the figure which our estimate shows. 


EMPLOYMENT AND RECRUITMENT 


Mr. THomas. How many unfilled jobs did you have on January 
1, 1960? 

Mr. Dean. We have that information right up to January 31, Mr. 
Chairman. 

At that time we had 30,983 persons on board under the expense ap- 
propriation. Our program called for having 31,602 positions. The 
gap there is simply the normal gap of 2 percent due to turnover. 

Mr. Tuomas. Your program calls, if your figures are correct, for 
37,483 jobs? 

Mr. Dean. For a total appropriation of the Agency rather than the 
“Expenses” item. 

Mr. Tuomas. That is right. How many do you have under ex- 
penses? For expenses you have 34,890 and how many vacancies do 
you have in that item? Is that figure 34,890 or 31,0007 

Mr. Dean. Yes, sir, Mr. Chairman. 

Mr. THomas. That is a large gap there of 3,800 people; is it not? 

Mr. Dean. Mr. Chairman, let me call your attention to this line 
which is our plan for putting employees on board during the re- 
maining 5 months of the 1960 fiscal year. 

In January alone we employed 694 additional employees which 
brought our total staffing to only 2 percent under the number of posi- 
tions we expected to have filled in response to workload and com- 
missioning on January 31. When we reach the end of this fiscal year, 
we will have 34,207 actual people on board, which is as close as we 
can get to the 34,890 established positions in the Agency because, as 
you know, we always have some vacancies due to turnover. 

Mr. Tuomas. According to that, you would have an unexpended 
balance in your personnel chart of about one-half of your $17 million? 

Mr. Dean. No, sir. That $17 million was based on the assumption 
of programing the employment throughout the year on the basis 
shown on the chart. Ba other words, when we justified our 1960 
budget to you last year, Mr. Chairman, we anticipated this increase 
throughout the year, es we calculated a 5-month average employment 
for the positions that were filled during the fiscal year. 

Mr. Tuomas. So, it is working out just according to schedule, then ? 

Mr. Dean. We have it precisely on schedule, and since we respond 
to new facilities coming into ope ration and bona fide growth in work- 
load, it is the only economical w ay that the Agency can manage its 
employment. 
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Mr. Tuomas. So, what you are saying is on June 30 you will not 
have an unfilled j job! 

Mr. Dean. We e will have no unfilled jobs on June 30 other than the 
normal small 2-percent gap between authorized positions and actual 
employees on board. 

Mr. Tuomas. What is your annual turnover in the Agency in per- 
sonnel ¢ 

Mr. Harrer. Twelve percent. 

Mr. Tuomas. For all causes, including resignation, quits, sickness, 
and death ? 

Mr. Harper. Yes, sir. 

Mr. Tuomas. And just plain quits? It is only 12 percent? 

Mr. Harrer. Yes,sir. That includes all separations. 

Mr. Txomas. You speak here several times about the fact that it is 
hard to get people. The average turnover throughout the Govern- 
ment is 15.5 percent to 16 percent, and yours is only 12 percent. 

Mr. Quesapa. It is hard to get qualified people. 

Mr. Dean. Mr. Chairman, we have a high morale in our Agency 
from a career service standpoint. As you know, the largest single 
‘ategory of our employees are air traffic controllers This is their 
vareer. Once they enter that profession, there is nowhere else to go, 
but it is also a profession which is challenging and rewarding. 

In terms of filling positions, our present rate of recruitment is pre- 
cisely what it should be to keep up with the schedule originally set 
for the entire fiscal year. It is only in certain limited categories, 
such as electronics m: sited ance men and certain engineering positions 
that we do encounter difficulty in competing for skills. 

Mr. Tuomas. You got their classification straightened out with 
the Civil Service Commission, I presume ? 

Mr. Dean. We have, sir. 

Mr. Tuomas. What is the salary grades now for your air traffic 
controllers? 

Mr. Lurkxarr. Grades 6 through 14. 

Mr. Tuomas. What is the entering grade ? 

Mr. Lurkart. Grade 6. 

Mr. Tuomas. What is the average grade of your people in the air 
control work? Would it be grades 10, 12 or 13? 

Mr. Lurkarr. Our average runs somewhere around grade 8. The 
journeymen grade is grade 11. 

Mr. D. D. Tuomas. The great bulk of them, sir, are grades 10 and 
11. We have one facility where we have authorized grade 15, and 
that isthe New York Center. 

Mr. Osrertac. You mean that varies from the others ? 

Mr. D. D. THomas. Yes, sir. 

Mr. Tuomas. Those boys deserve a good classification, in my judg- 

ment. 

Gentlemen, will you please turn to these charts which appear on 
pages 21 and 22 of the justifications ? 

These charts give us a picture of the organizational structure, 
showing your big operating bureaus including the Bureau of Re- 
search and Development, the Bureau of Flight Standards, the Bureau 


of Facilities and Materiel; the Bureau of Air Traffic Management, 
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and there ought to be one more here, the one you created for han- 
dling Dulles Airport. 

Mr. Harper. For the National Capital Airports, there is a similar 
chart under that appropriation heading, sir. 


OFFICE OF THE ADMINISTRATOR 


Mr. THomas. Let us look at the Office of the Administrator. He 
has 10 positions in the headquarters office, and 57 in the field for 
1960. However, the total is increased to 72 for 1961. 

What do you mean by “field” ? 

Mr. Dean. Those are positions outside of Washington, sir. We 
have regional managers who report directly to the Administrator i in 
each of the regions. The regional manager has a deputy and an im- 
mediate staff. There is also the Director of the Aeronautical Center, 
and the immediate staff, which is under the Administrator. 

Mr. THomas. You mean your area offices? 

Mr. Dean. Yes; our six big regional offices. 

Mr. THomas. What are the others? 

Mr. Dean. In making up the 62 field positions ? 

Mr. THomas. Yes. 

Mr. Dean. Well, there are several positions in each of these offices. 
There is the regional manager, there is a deputy regional manager, 
there is secretarial support 

Mr. THomas. What you are saying is that they all report to the 
Office of the Administrator; they are not domiciled in the District, 
but in your five big field offices ? 

Mr. Dean. Yes, sir, as well as the Aeronautical Center, sir. That 
is correct. 





OFFICE OF THE GENERAL COUNSEL 


Mr. Tuomas. The Office of the General Counsel has 32 in the field 
and 70 in the District. That makes a total of 102 for 1960, and it goes 
up to 126 in 1961. 

W here are the lawyers located? I note you have 48 in the field, 
and 78 in the Department for 1961. 

Mr. Dean. That is correct. 

Mr. Tuomas. Where are they located in the field ? 

Mr. Dean. They are located in the regional offices and have small 
legal staffs supporting them. 

Mr. Tuomas. What do they do? How many regional offices are 
there ? 

Mr. Dran. There are six, sir, Four of them are in the original 
48 States, one is in Alaska, and one is in Hawaii. 

Mr. Tuomas. I note you have one at Fort Worth, one in New York 
and one in Los Angeles? 

Mr. Dran. Yes, sir: as well as one in Kansas City, Anchorage, 
Alaska, and Honolulu, Hawaii. 

Mr. Tomas. What do the 48 lawyers do in those offices? 

Mr. Dean. They are scattered among the offices so that there are 
not very many at each place. 

Mr. Howard, our General Counsel, is here, and he can explain that 


in detail. 
Mr. Tuomas. With 48 in 6 offices, that is how many per office ? 
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Mr. Howarp. Mr. Chairman, I think there has been a little mis- 
statement of a figure here. The figure of 48 is the total field establish. 
ment. 

Mr. Tuomas. That is what I am talking about. 

Mr. Howarp. They are not all lawyers. In fact, only about half 
of them are lawyers. 

Mr. Tuomas. How many lawyers do you have, Judge? 

Mr. Howarp. ‘Twenty-six of the positions requested for fiscal year 
1961 are lawyers. 

Mr. Tuomas. Twenty-six are lawyers, and the remainder of them 
are clerical help? 

Mr. Howarp. Yes. 

Mr. THomas. What do your 70 lawyers do in the District of Co- 
lumbia ? 

Mr. Howarp. The 70 persons are not all lawyers, Mr. Chairman. 
We have 36 lawyers in the District of Columbia. The rest represent 
secretarial and clerical staff. 

Mr. Tuomas. What are some of your problems in the District of 
Columbia ? 

Mr. Howarp. We handle all the problems of the Agency from the 
legal standpoint, and we render general legal services. 

We handle the legal aspects of rulemaking, the legal aspects of 
legislation, and we also have a major enforcement program and exten- 
sive litigation. 

Mr. Tuomas. You have not had any major legislation this year; 
have you? 

Mr. Howarp. We are going to have a number of important legisla- 
tive programs, sir. 

Mr. Tuomas. Did you have in the last year? 

Mr. Howarp. Yes: we had a major legislative question of renewal 
of the Federal Airport Act, which you may recall. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. That was wrapped up a couple of years ago; was it 
not ? 

Mr. Howarp. It came up for renewal last year, Mr. Chairman. 

Mr. Tuomas. What were the legal problems attached to it? 

Mr. Howarp. Well, there were, if you will recall 

Mr. Tuomas. You had a “problem” of around $23 million, but there 
was not anything legal about that or illegal; was there? 

Mr. Howarp. There were serious drafting changes in the act as to 
how some of the money would be spent, and in addition there were 
extensive hearings on both sides of the Congress. 

Mr. Tuomas. I am trying to help you make a good case here, but 
you have not made it yet. 

Do you have any land acquisition problems in connection with your 
airports, or anything like that? 

Mr. Quesapa. I would like to inject here, if I may, Mr. Chairman, 
there are legal implications related either directly or indirectly with 
practically everything we do, and they are quite staggering. We have 
the process of rule writing which has to conform to the Administrative 
Procedures Act, that has to go through certain legal steps. The 
Agency requires extremely competent legal advice in this process. 
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We have to assure that the rule as proposed is a rule which is reason- 
able, and we have to show that it is a rule 
Mr. Tuomas. How many new rules did you promulgate last year ? 

Mr. Quesapa. The actual number of new rules is extremely high, in 
the exact sense, but there have been about six or eight significant rules. 
The enforcement of those rules presents a very, very difficult legal 
requirement. 

Mr. Tuomas. You mean it is more difficult to enforce them than it 
isto write them ? 

Mr. Qursapa. I would say it might well be. 

Mr. Yates. How many mistakes have you made in writing them ? 

Mr. Quesapa. I do not say we have not made mistakes in writing 
them, and I do not say that we cannot make mistakes in writing them, 
as we are subject to the failures of human frailties just like anyone 
else. 





OFFICE OF THE CIVIL AIR SURGEON 


Mr. Tuomas. In your office of the Civil Air Surgeon, you have a 
total of 115 in 1960 with 47 in the field, and you want to increase that 
toa total of 222 for fiscal 1961. 

It looks like that is going up quite sharply, and that they are going 
to be quite busy. 

Mr. Quesapa. I would like to start out, and then have Dr. Goddard 
comment, because I think you would like to hear from him, but Mr. 
Chairman I would like to say with all the force of persuasion that I 
can bring to you—— 

Mr. Tomas. You have an abundance of that. Go ahead. 

Mr. Qursapa. We have tackled the problem of the management of 
air space which is basically the eroblein of air traffic management. 
This has been recognized to be an area of vacuum. We have not solved 
this, but we have attacked it, I think, effectively, but not too con- 
clusively. ‘The consolidation of the military and the civil requirement 
in one agency, and hence into one Bureau, has had a very profound 
effect. 

We think, and we hope, it is a good one. 

In our research and bvelopeints program, we are 

Mr. Tuomas. You have not completed that by any means, though; 
have you ? 

Mr. Qursapa. No, sir; this is a continuing thing. We have de- 
veloped a program that has a reasonable objective and we have now 
been able to reach a plateau which would give us a reasonable con- 
tinuing research and development program. 

There are two other areas, sir, where the vacuum still exists. I have 
to say this very frankly. The process of certification, rulemaking and 
rule enforcement is now an area upon which we are concentrating. 

Mr. Tuomas. That is the pilots, is it not? 

Mr. Quesapa. Yes, sir; but it goes beyond this. It goes into the 
maintenance of the airplane, the certification of the airplane, the 
setting up of dtandards for mechanics, the setting up of standards for 
radio operators, and so forth. 

Mr, Tuomas. I thought you were addressing yourself primarily to 
the medical aspect of this program. 
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Mr. Quesapa. The point is that we are trying to fill a vacuum in two | 
areas. One area is in what we call general ‘safety rulemaking and | 
rule enforcement, and the other is medicine. 

I assure you that in this area the Federal Government has failed 
miserably. The things to be accomplished in this area are fantastic. 
Much to our surprise and in some cases to our shock and in many cases 
to our embarrassment, we find that the medical rules that exist today 
are those rules which were inherited from the Aviation Branch of the 
Signal Corps, and they are ane ated. 

Mr. Tuomas. You mean the CAB did not do much about them, 
then ? 

Mr. Qursapa. I mean exactly that. 

Mr. Tuomas. They made the rules? 

Mr. Quesapa. And we have not done very much about the rules 
yet, either. The medical rules are basically of a 1926 standard, and 
some of the things that are occurring are to us shocking, and I as- 
sure you that the “public deserves, and I think, should demand, some- 
thing different. 

Mr. Tuomas. We had more accidents in the last 5 or 6 months than 
we had all last year so it seems some of those old rules are good. Can 
youexplainthat? Is ita matter that can be explained ? 

Mr. Quesapa. If any are attributed to our error we certainly would 
like to have it brought to our attention. 

Mr. Tuomas. I do not think you have to go that far. The facts 
speak for themselves. We have had these accidents in the last 6 
months and we did not have them prior to that. Of course, there 
might be an answer. I have turned it over in my mind a little bit. 
You have consider ‘ably more air traffic now than you might have had 
2 or 3 years ago. We had 100 percent more pe ‘rsonnel et igaged in 
this activity. 

Mr. Qursapa. That point should be cleared up. 

Mr. Tuomas. It needs clearing up. 

Mr. Qu ESADA. To me it is very easy. The words predecessor 
agency” were used, which means singular. It should be ¢ learly 
brought out that among the agencies that were our predecessor is the 
CAA, but this is only one of the agencies. There is the Airways Mod- 
ernization Board, and there are certain functions from the Civil Aero- 
nautics Board. Their personnel were transferred to us including the 
necessary funds essential for their support, as the function was trans: 
ferred to us. 

Mr. Tuomas. Essentially that was a rulemaking authority and that 


was the backbone of it. It was transferred to you along w ith the per- 
sonnel. 


Mr. Quesapa. Yes. 

Mr. Tuomas. Certainly the authority was transferred to you. 

Mr. Qvrsapa. The authority has been transferred to us, whereas be- 
fore it was divided into several agencies. The rulemaking functions 
were such that the Department of Defense could write rules, the CAB 
could write rules, the President had certain rulemaking functions so 
that he could allocate air space for military and other purposes, the 
CAA wrote rules by delegation. 

Mr. Tuomas. What you are saying, then, is that between military 
aviation and cililian aviation the rulemaking authority was in three 
or four different hands / 
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Mr. Quesapa. That is correct. 

Mr. Tuomas. That all has been centralized into the hands of the 
present Federal Aviation Agency. 

Mr. Quesapa. This was the main thrust of the Curtis report, that 
it was because these functions were divided, because there was a lack 
of centralization of authority, we found ourselves in the conditions 
which then prevailed and which now are turning around and biting 
us. 

STAFFING OF DOCTORS AND TECHNICIANS 


Mr. Tuomas. Tell us about these doctors. You show an increase 
in staff of 107. How many doctors in the crowd ? 

Dr. Gopparp. Total would be 43, an increase of 17. 

Mr. Tuomas. What is the remainder of the personnel numbering 
999? 

Dr. Gopparp. Twenty-nine we could categorize as other professional 
personnel, physiologists, psychologists. 

Mr. Tuomas. Forty-seven doctors, you say 4 

Dr. Gopparp. Forty-three. 

Mr. Tuomas. Twenty-nine other professional personnel ? 

Dr. Gopparp. Yes, 10 medical technicians, 10 nurses, and 130 clerical 
people, typists, administrative, and general personnel. 

Mr. THomas. How many doctors did you have in 1960? 

Dr. Gopparp. <A total of 26. 

Mr. THomas. You want to step that up to 45? 

Dr. Gopparp. Yes, sir. 

Mr. Tuomas. Is most of the work of rulemaking already behind 
you! 

Dr. Gopparp. In fact very little is behind us. As General Quesada 
indicated, the medical standards have not been revised since 1926. 
We have carried out one or two revisions in the medical rulemaking 
area, and we have the bulk of the job ahead of us. 

Mr. Tuomas. I thought from newspaper accounts that you had al- 
ready promulgated most of them, the one that counts. 

Dr. Gopparp. One would think so from the furor which has accom- 
panied it. 

Mr. Tuomas. Is that not the lion’s share of the job? 

Mr. Quesapa. Far from it, Mr. Thomas, far from it. 

I assure you that this is one of the great vacuums that remains for 
the Agency to fill. Some of the things that are coming to the surface 
are very revealing and some of them quite shocking. 

Mr. Tuomas. What has been done so far? I thought you just about 
had it wrapped up. From the furor I thought perhaps it un- 
wrapped it. 

QUALIFICATIONS OF DOCTORS 


Mr. Qursapa. We have a rule under consideration that would re- 
quire those doctors who give medical examinations themselves to be 
qualified to give medical examinations. 

Mr. Osrertac. There is a question of their qualifications? 

Mr. Quesapa. No requirement over and above qualifications which 
pertain to all doctors. Any doctor can give a medical examination for 
a class 3 airman today. 

Mr. Jonas. What kind of specialist do you want? 





834 





Dr. Gopparp. We would not so much like 
Mr. Jonas. Why cannot a qualified doctor for the civilian popula- 
tion give that examination 

Dr. Gopparp. Not so much a question of not being able to, but it is 
a matter of seeking out doctors to perform these examinations who 
have a high interest in the matter. We are not looking for hundreds 
and liter ally thousands of specialists in aviation medicine. We ree. 
ognize, and the AMA also recognizes, that any well-qualified physician 
who is interested in the matter of aviation medicine can perform this 
job. 

It is also recognized that we delegate to these individuals the re- 
sponsibility for determining the fitness of the individual to use the 
airways, and we feel that interested physicians, no matter whether 
they are general practitioners or specialists in internal medicine, can 
do a good job for us, but we must have them interested in the problem, 

Mr. Osrertrac. That is hard to put together, General. Is it the at- 
titude of the physician that is in question ’ 

Mr. Quesapa. No, not his attitude. It is primarily his continuing 
interest and his knowledge. You should not expect him to have ac- 
cumulated and keep current certain unique knowledge that is essential 
to our medical examination. This should not be expected. We get 
great support from the medical profession for this approach. 

Dr. Gopparp. It is a question of lack of understanding, too. 

Mr. Tuomas. Are these rules made in the District of Columbia or 
the field? I imagine they are made here, are they not? 

Mr. Quesapa. All rules are made here. 

Mr. ‘l'Homas. What are all these people doing in the field? 

Mr. Jonas. What are the doctors looking for in these men? Is it 
blood pressure, heart, lungs? 

Dr. Gopparp. They check reflexes, visual acuity. 

Mr. Jonas. They check mine and I do not run an airplane. 

Dr. Gopparp, Requirements for piloting are somewhat different 
from what they would be for passing an insurance examination. 





STANDARDS OF MEDICAL EXAMINATIONS 


Mr. Jonas. That is what I want in the record. What are they look- 
ing for that the ordinary annual checkup that most of us take would 
not show / 

Dr. Gopparp. If you wish I will submit for the record the precise 
requirements for all categories of airmen. I can generally state, for 
example, the requirements with respect to vision have definite limita- 
tions. A man who can be employed in an industry, shall be say, might 
have 20-100 or 20-200 visual acuity. However, to pilot an aircraft 
there are rather precise limits—correctable to 20-20 for an airline 

captain, for example, 20-30 for class 2, and so on, so there are precise 
limits not only for vision, but for maximum blood pressure, for gen- 


eral condition of the individual with respect to heart. For ex: umple, 


he must not have any previous history of coronary artery disease. 
He must not be a diabetic requiring insulin. 

Mr. Jonas. When you prescribe these standards why is it that. you 
require a doctor who is especially interested in aviation to make the 
examination? If the standards are prescribed why do you have this 
extra requirement ? 
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Dr. Gopparp. I am sure you appreciate the practice of medicine is 
still an art, We wish it were a science, but it isan art. The individual 
physician must interpret in some instances, and here again I speak 
of a deficiency in the medical standards per se, the phraseology of the 
existing standards. In many instances it is very general and does 
not give him firm guidelines. We will move ahead to correct this. 

More important is that he understands some of the physiologic 
changes which accompany flying. I can give you a specific example. 
A person going to a physician not interested in this might have had 
an abdominal operation a matter of 2 or 3 weeks ago, The physician, 
not recognizing the effects of altitude, could well certify him to fly. 
This not only would be against the individual’s best interests but 
actually endanger air safety, because as the person goes up in an un- 
pressurized aircraft the gas within the intestines will expand and it 
can and has burst open the stitches and caused an extreme situation. 

We recognize the average physician’s ability to perform examina- 
tions, but we feel, and the American Medical Association also feels, 
that this is important. This matter was considered by them in De- 
cember, and they too recognize that it would be desirable for the phys- 
icians who carry on these examinations to have a special and con- 
tinuing interest, and to limit the privilege of the examination these 
physicians. 

Mr. Osrertac. No doubt you are in a field which warrants consider- 
able examination. We are speaking now about the medical profession 
generally which is authorized to make examinations. In other words, 
they make examinations of the pilots, for example. 

Mr. Quesapa. We are not trying to reduce the number, The more 
the better. 


DETERMINATION OF QUALIFIED DOCTORS 


Mr. Osrertac. These examinations are made by the practitioners 
throughout the country. How would you determine a qualified phy- 
sician with an interest? I understand that is what you are trying to 
determine. In other words, a physician has to have some history as to 
his association or direct concern with aviation ? 

Dr. Gopparv. We would provide an opportunity for any physician 
interested to make application to become a designated medical ex- 
aminer, We have at the present time some 1,800 designated medical 
examiners. 

Mr. Osrertrac. In other words, you would maintain a list of eligible 
examiners and only eligible examiners by virtue of that history and 
background would be qualified to make such reports? 

Mr. Qursapa. That is correct, and we would also be giving to this 
group certain data that we have, to keep them currently informed. 

This is a point that the committee might be interested in—— 

Mr. Toomas. You mean the research aspect / 

Mr. Quesapa. No, 

Mr. Tuomas. How are you going to get the data ? 

Mr. Quesapa. We certainly would give them the data of our re- 
search activity. We also would give them data applying to the facts 
we find. If a certain pilot had had a certain ailment unrevealed, we 
would put this out in bulletin form. 
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NUMBER OF PHYSICAL EXAMINATIONS 


Mr. Tuomas. Let us get down to some specific cases. How man 
examinations of your pilots, copilots, engineers, and so on, does this 
Bureau make and how many are made by private physicians? I pre- 
sume they have to pass on all examinations whether they are made 
by your staff or by private organizations?) How many examinations 
ie the staff here make ¢ 

Dr. Gopparp. At the present time the staff is conducting examina- 
tions at a rate of approximately 450 to 500 a year. These represent 
problem cases that require highly specialized techniques and skills. 

Mr. TxHomas. How many examinations do private doctors make a 
year! 

Dr. Gopparp. 250,000, sir. All of these, as you point out, must 
be—— 

Mr. Tuomas. Do you have to review those 250,000? 

Dr. Gopparp. Yes, sir. 

Mr. Tirromas. Into what classifications do the 250,000 fall? 

Dr. Gopparp. Into three classifications according to the type of 
airmen’s certificates they hold—class 1, 2, and 3. HER, commercial, 
and pilot 

Mr. THomas. How many are there who are actively engaged in 
fying! 

Dr. Gopparp. 250,000 a year are examined. There are some po- 
tential 800,000 airmen. Some of the categories do not require re- 
examination each year. The class 3 category is reexamined every 
years. That is by far our largest category. 

Mr. Tomas. You mean the owner of a private plane and a com- 
mercial plane of any type, and then the certificated airlines, whether 
they are trunklines or smaller ones? 

Dr. Gopparp. That is correct. 

Mr. Tuomas. That does not touch the military in the slightest? 

Dr. Gonparp. No, sir. 

Mr. Osrertac. 800,000 potentially ? 

Dr. Gopparp. Yes, sir. 

Mr. Quesapa. This might interest you—— 


REVIEW OF PHYSICAL EXAMINATIONS PERFORMED BY PRIVATE DOCTORS 


Mr. Tuomas. Do you have to reexamine the results of the examina- 
tions of the private doctors? Do you review that? 

Dr. Gopparp. Yes, sir. 

Mr. Tuomas. Who does that now ? 

Dr. Gopparp. We do that in the review and records branch. We 
have clerical and medical. We have defined standards and if they 
exceed those standards they are reviewed by physicians. 

Mr. Quesapa. Our responsibility to people other than those who 
hold pilot’s licenses should be considered here. In the 5-year period 
prior to January 1 of 1959, there were something over 1,700 general 
aviation pilots killed i in that 5-year period. 

In all the carriers put together there were 508, and that includes 
the crew, engineers, and copilots. 

I am wrong. Over 1,700 pilots in general aviation were killed 
and 68 commercial airline pilots and crew. 
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Let us go to passengers, Passengers killed in that same period, 
other than pilots, the public killed in that same period in general 
aviation, numbered 1 592. 

Passengers killed in that same period in all the airlines put to- 
gether were 508. 

Mr. THomas. Do you mean by that you are going to examine the 
passengers, too ? 

Mr. Qursapa. Nog, I am not saying we have some responsibility to as- 
sure that the pilots who are flying private airplanes meet some 
high standard of medical pr oficiency. 

Mr. Tuomas. What are the rules and regulations looking toward 
from a health point of view on the part of the private flier ? 

Mr. Quesapa. Weare raising those standards. 

Mr. Tuomas. They are inadequate, too? 

Mr. Quesapa. Yes, sir. 

Dr. Gopparp. I think we should also point out that we are bringing 
them up to date in another sense. 

Mr. Yates. How many airline pilots do you examine? 

Dr. Gopparpb. 15,000 are examined. 

Mr. Yates. How frequently are they required to take physical 
examinations? 

Dr. Gopparp. Every 6 months. 

Mr. Yates. Is the FAA required to examine them or may they 
go toa physician of their own choice ? 

Dr. Gopparpv. They may go only to a designated examiner ap- 
pointed by the Agence y. 

Mr. Yares. How many such medical examiners are there ¢ 

Dr. Gopparp. Some 1,800 in the United States today. 

Mr. Yates. What is the basis for their appointment ? 

Dr. Gopparp. These individuals are appointed on the basis of their 
qualifications and interest in aviation medicine. 

Mr. Osrerrac. I thought that was the proposed new regulation 
which brings about that requirement. That is not in effect now, is it? 

Dr. Gopparp. I can clarify that by pointing out that we require 
pilots in classes 1 and 2 to be examined by designated examiners; 
pilots in the class 3 category now may go to any physician. 

Mr. Osrerrac. In other words, the proposed new regulation is an 
extension of an existing regulation to embrace all categories ? 

Mr. Quesapa. To embrace all categories, and that is why I related 
1,500 passengers killed to the 508 passengers killed. 


STANDARDS FOR PHYSICAL EXAMINATIONS 


Mr. Yates. What is the nature of the examination that pilots re- 
ceive? Do the airline pilots receive a much stricter examination than 
your class 3 pilots, for example, and in what respect is it stricter? 
In response to the question of Mr. Jonas you spoke of eye standards. 
Are there others ? 

Dr. Gopparp. Yes. As a general philosophy, the higher the rating 
of the individual the stricter the st: andards. 

The airline pilots’ examination is more detailed. He is now re- 
quired to have an electrocardiogram taken, for example, if he is over 
40 yearsof age. He must submit one each year. 
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Mr. Yates. Why do you draw the line at 40 years of age? Ina 
statement we heard last week by Mr. Bakke it was indicated that a 
possible reason for the Williamsport crash was that the copilot suffered 
a heart occlusion and crumpled over the controls. He was 32 years 
of age. 

Why do you not require all airline pilots to have an electrocardio- 
gram ¢ 

Dr. Gopparp. We are considering the extension of the electro- 
cardiogram requirement to the copilot. I should correct the earlier 
statement and say that only the captains are now required to do that. 
This was a regulation passed by the Civil Aeronautics Board. 

Mr. Yates. You stated at over age 40. 

Dr. Gopparp. That is right. 

Mr. Yates. Are there no captains under 40? 

Dr. Gopparp. Yes, but it is a matter of probabilities involved. If 
you wish I can show you on a chart the relative frequency of heart 
attack by selected age groups. 

Mr. Qvesapa. This is part of our program to improve our medical 
standards. 

Dr. Gopparp. On this chart we show death rates from heart disease 
and stroke, stroke being the smaller of the two bars in each age group 
and heart disease being the heavy black bar. 

These are the annual rates per 1,000 white males in the United 
States for the year 1957, the latest year for which data were available. 

On this side it indicates the numerical rate per thousand. These 
figures are the age groups. 

You will see that after 40 there is a significant increase in the fre- 
quency with which people die from both heart attacks and strokes. 

This is the frequency of sudden incapacitation as opposed to death. 
This is the rate year per 1,000 male employees in a company employ- 
ing 75,000 people. Again the rates per 1,000 and again age groups are 
shown. 

The heart disease nonfatal is shown in the black stripes, fatal in the 
solid black. Stroke nonfatal are the light stripes and the solid the 
fatal. This again shows quite clearly the increase, as we all know, 
in the probability of incapacitation from these conditions as age 
progresses. 

Mr. Yates. Do you have statistics of that type which would be 
applicable only to the pilot group ? 

Dr. Gopparp. We do not. This is one of the things that was rather 
shocking to me when I came to this job last July 12. 

The records and data available with respect to individual cate- 
gories of airmen, even to the extent of describing accurately their age 
distribution, was almost lacking. 

Mr. Yares. Is it likely that the statistics which you have just given 
the committee as being applicable to a group of 1,000 people are not 
applicable to pilots because they are required to be in such good phys- 
ical condition ? 

Dr. Gopparp. No, sir. On the contrary I firmly believe pilots are 
people and the processes that are involved are the same. This is gen- 
erally the process of aging. The same as others, pilots no more can 
escape this than anyone else. 
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Mr. Yates. Some people age faster than others. 

Mr. Gopparp. That is correct. More specifically and to the point 
of your question, this industrial group was selected because these in- 
dividuals were subjected to almost the same type and frequency of 
physical examination as the airline pilots. In other words, individ- 
uals past a certain age group were required to have more frequent 
physical examinations. In spite of that, 85 percent of those who suf- 
fered incapacitating heart attacks had previous normal physical 
examinations. 

Mr. Osrertac. On the other side of the coin, is it not possible that 
by virtue of the unique type of service that they perform and the pres- 
sure and tension involved that they might be more susceptible to heart 
or other types of incapacitations suddenly 4 ¢ 

Dr. Gopparp. This is a good point and it is actually one which our 
research program will try to answer. No one today can provide an 
answer based on good research to this question. In the year ahead 
we wil] attempt to answer that. 

Mr. Quesapa. You are also touching, if I may interpret your ques- 
tion this way, on the possibility of a sudden ine apacitation on the part 
of a pilot. It brings materially more damage to the public than sud- 
den incapacitation on the part of anybody else, and this must be con- 
sidered in the light of our requirement to maintain the highest pos- 
sible standard of safety. 


AREAS OF MEDICAL RESEARCH 


Mr. THomas. How many people do you have engaged in research 
so far as aviation medicine is concerned ? 

Dr. Gopparp. For the coming fiscal year, of the 43 physicians and 
other professional personnel, approximately 50 percent of those would 
be engaged in research activities. 

Mr. Tomas. Are you not duplicating the efforts of the Air Force? 
They have a tremendous number of people in that field. What are 
they doing that you are not ? 

Dr. Gopparp. Well, sir, on that- 

Mr. THomas. What are you looking for that they already do not 
have or that they are not working on? 

Dr. Gopparp. If I may answer it this way: Until 5 years ago it was 
true that civil aviation could by and large rely upon the Military 
Establishment, both Pensacola and Randolph ‘Fields, for aviation 
medical research which would be applicable in the civil aviation field. 

During the past 5 years, as you know, there has been a marked 
changeover in the type of research carried out in the Military Estab- 
lishment. Their research programs today are aimed almost 100 per- 
cent toward getting men into space. Ultimately some of that research 
might prove to be applicable, too. 

Mr. Tuomas. They were not set. up to do that job. They have been 
in business a long time. They are spending a lot of money on research. 
There is no difference in the body of an Air Force pilot and the body of 
acivil aviator. The human body is the same, is it not? 

Dr. Gopparp. This is true, sir. 

Mr. Tuomas. What are you looking for that those people have not 
ee at? They have 2,000 or 3,000 people doing it and you have 
only 50. 
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Dr. Gopparp. First of all, sir, we have made a serious effort, and 
will continue to, to be sure there is no duplication. We met in the 
Surgeon General’s Office in the Pentagon this year with representa- 
tives from the Navy, and with the Air Force, and all persons concerned 
with the medical research activities. 

We presented to them the types of research that we have programed 
for this coming year and we received unanimity of agreement from the 
group that this would in no way conflict nor w ould it duplicate their 
research activities. 

Mr. Tuomas. Pinpoint your program in the way of research. 

Dr. Gopparp. For example, there are three major areas which w ould 
constitute approximately 80 percent of our research effort this coming 
year. These are: Studies on fatigue, selection of personnel, the prob- 
lem of aging. 

Mr, Tuomas. The Air Force has not been doing that for the last 15 
years ? 

Dr. Gopparp. Yes, sir; they have done some work in this field. I 
think right here we must differentiate in the types of personnel used 
by the Air Force for their flying requirements and the types of 
individuals used in the field of civil aviation. 

The Air Force, by and large, isa younger group. By the time a man 
reaches 45 to 50 years of age in the militar y services he usually is ina 
command position and has ‘little active flying to carry out. 

This is quite different from the population which carries our airline 
passengers in civil aviation. 

Mr. Tuomas. We let a lot of the Air Force generals fly. They doa 
lot of flying on their own. You mean their condition had not been 
studied before they were permitted to fly ? 

Dr. Gopparp. Yes, sir, they are examined, but it is interesting 

Mr. Tuomas. There it is, the same age group again, the same old 
human body. What will you come up ‘with that they have not been 
studying for 15 years? 

Dr. Gopparp. The Air Force general who flies does not have to fly a 
predetermined schedule as set by an airline with rapid turnarounds 
and relatively little rest period in between. He is not subjected to the 
same type of fatigue. 

Furthermore, if he is a general and of a certain age, I am sure Mr. 
Quesada will point out, that he often is required to have another 
pilot i in the aircraft with him. Is this not true, Mr. Quesada ? 

Mr. Quesapa. In the case of the Navy they have three service 
groups of pilots, class 1, class 2, and class 3. 

A class 3 pilot is one who has reached the age of 45. A class 3 
pilot cannot fly his airplane without a class 2 or class 1 pilot with him. 

Mr. Yates. There was a third category of research which the chair- 
man asked you about which you did not cover. 

Dr. Gopparp. The third major category was aging. 

Mr. Yates. Of course it is important. 

Mr. Qursapa. This is one of the important phases of our program, 
the processes of aging as they affect flying. 

I must tell you very frankly that one of the things that causes 
us to give consideration to the chart that you have seen, which applies 
to all people, is because there is no known technique which will 
show that one person is not subject to the normal frailties of human 
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failure and another person is. There is no such technique known to 
us or to anybody else. Nobody can say you are not subject to the 
normal statistics of human failure, that you are not and another per- 
son is. We are desirous of searching for techniques that can do so. 

Mr. Tuomas. As you well know, in the field of medicine, we have 
the great National Institutes of Health, which in my humble judg- 
ment are the finest on earth. There are also vast medical colleges. 
On top of that there is the Veterans’ Administration which has as 
one of its main research problems, the problem of aging. Out of 
that vast material and wealth of experiment and research is that not 
broad enough? What can you hope to add to that vast field? Do you 
have your own experimental equipment and laboratories ? 

Mr. Quesapa. If I might interject for a moment. The Veterans’ 
Administration, and other agencies, are admittedly devoting them- 
selves to the problems of aging and other such problems. However, 
it must be understood they are not required to give consideration to 
our standards, the standards essential to pursue the public’s interest 
in aviation. Those are different standards than those that apply, 
elsewhere. 

Mr. Tuomas. Would you not say that the standards of a boiler- 
maker are different from those of a chauffer, then, if you are going 
to split it down like that? The standards of an executive or a junior 
executive who sits behind a desk are different from those of a man en- 
gaged in certain types of activities carrying him outside. 

Mr. Quesapa. That problem is not mine, but my problem is to dis- 
tinguish between the standards for a pilot which must be maintained 
in order to provide the highest possible standards of public safety. 
They are certainly different from those of a boilermaker. 

Mr. Osrerraa. Is it the case of causes and effects as far as aviation 
is concerned in the human anatomy ? 

Mr. Qursapa. That is right. As an example, we are making a post- 
mortem examination now of all aircraft fatalaties to get some sta- 
tistical data heretofore not obtained which we need to determine 
whether there was a physical failure or a human failure involved here. 
This is very effective. 

Mr. Jonas. Have you given consideration to farming out this work 
to research agencies which are already in existence? 

Mr. Qursapa. We do this. 

Dr. Gopparp. There are two types of research in almost any field 
of research—that which can be done more economically on a contract 
basis; and generally, these are problems which are highly specific and 
of short-lived duration. Furthermore, one of our criteria for contact 
research is the existence of competency to carry out the research. 


OUTSIDE RESEARCH CONTRACTS 


Mr. Tuomas. How many contracts do you have with private and 
public research institutions outside of your own organization ? 

Dr. Gopparp. At the present time we have only three. 

Mr. Tuomas. What. will that cost you for 1960? 

Dr. Gopparp. Total allocated is $250,000. 

Mr. Tromas. What are you spending in your own organization on 


research in addition to the $250,000 ? 
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Dr. Gopparp. For fiscal 1960 we have a total of 16 positions which 
would be involved in the direct research activity. 

Mr. Tuomas. In addition to that you have $250,000 you are spend. 
ing with research organizations other than your own / 

Dr. Gopparp. Yes, sir. Not all of this has been allocated as yet, 
sir. 
Might I respond to one of your earlier questions / 
Mr. Tuomas. Go ahead. 


AGING RESEARCH 


Dr. Gopparp. You asked a specific question with respect to what 
we, as an organization, can do in this aging research. 

I will first say that I agree with your evaluation of the National 
Institutes of Health. I am from the Public Health Service and fee] 
it is one of the finest medical research groups in the world. 

It is true that they and others are doing considerable research di- 
rected toward the problem of aging. However, neither they nor any 
research group to our knowledge is conducting research on aging re- 
lated to the task of piloting. 

We have the opportunity available to us this coming year to use 
existing equipment, simulators which are extremely expensive, and 
study this and many other problems of the pilot in his normal habitat; 
and this in the research field is felt to be the sine qua non of research, 


OTHER ASPECTS FOR MEDICAL RESEARCH 


Mr. Quesapa. The conversation has focused on problems of avia- 
tion medicine as they apply to the pilot. I want to make it clear 
that our concept goes far beyond that. It goes into what medical 
standards might be appropriate which would be applicable to ground 
crews. 

You must understand that they have a very. very serious impact 
on air safety. We are going into medical] standards which must ap- 
ply to our own personnel—our controllers, both in the traffic control 
centers and in our towers. Medical standards can have a serious im- 
pact on them and they can make some very, very serious errors if we 
do not give consideration to this. 

The environment in which they work must be one which keeps them 
vapable. These are all products of medical research. This is a very 
important point—that our own personnel be medically sound. I 
might tell you we require our controllers to have a class 2 certificate. 

(Discussion held off the record.) 

Mr. Quesapa. Another point is the effect of pressurization or lack 
of pressurization on pregnancy. These are things included in our 
concept of aviation medicine. 

Dr. Gopparp. Perhaps a specific example of a type of operational 
problem encountered would be of help here. We are all aware of the 
marked growth in the usage of tranquilizers and other drugs. There 
was an episode recently where one individual working as an air 
traffic controller committed a series of three errors within a period 
of 1 hour. 

The supervisor inquiring into this found out that the man was tak- 
ing one of the antihistaminic medications. 
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This raises the whole question of what tolerable limits should we 
set on dosages and allow these people to continue to function. This 
embraces a wide spectrum of types of drugs. 

Another example specifically would be research related to the causes 
and effects of fatigue and stress. 

Mr. THomas. How will you control them from taking pills? 

Dr. Gopparp. We cannot control them, but I hope through our 
research we can provide enough information to effectively educate 
these individuals. I am quite certain they want to live as much as 
any of us do. 

f EXAMINATIONS OF THE HEART 


Mr. Yates. You have talked about the standards for examining in- 
to heart. conditions. I do not recall that you answered my question 
as to why you did not require an electrocardiogram for all airline 
pilots. 

Dr. Gopparv. That is right, and I apologize for that. 

Again, it is a question of the relative risk. As 1 pointed out on the 
charts, after age 40-—— 

Mr. Yates. That is true, except doctors tell me there is much value 
in a continuous record of an individual. If you have an electrocardio- 
gram story of an individual which goes back as far as it can go, it is 
much better than an electrocardiogram taken just before something 
occurs. 

Dr. Gopparp. Again, I must modify what I said earlier and say we 
require the first electrocardiograph at age 35 and no more until age 
40, Age 35 is to establish this baseline to which you have referred. 

If at age 35 EKG is normal, we require no further ones until age 
40, and then each year thereafter. 

Mr. Yares. Are there airline pilots flying who are below age 35? 

Dr. Gopparp. Yes, sir. 

Mr. Yates. Why don’t you take the baseline from the beginning of 
their career? 

Mr. Qursapa. You have a good point. There is merit to it, and 
this is part of our program to try to broaden our medical standards 
activity. 

Mr. Yates. I am just wondering about it. I am not trying to create 
points. I wonder why if you are establishing these good standards 
you do not require a record of the pilots from the time they start so 
that at some future time, when the question of the aging comes into 
being, you have valid statistics to base a conclusion ? 

Mr. Ostertac. Do you have a record when they enter the service? 

Dr. Gopparp. No, sir. This is a desirable thing to do. Again this 
isa new program which was just implemented on July 1. I am sure 
your point will be considered along with others. 

Mr. Quesapa. It is very well taken. 

Dr. Gopparp. Very good. 

Mr. Ostertac. Off the record. 

(Discussion held off the record. 


PROBLEM OF MENTAL HEALTH 


Mr. Yates. The next point I want to relate to is what might have 
been the cause of another accident, one which occurred at Charlottes- 
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ville, and that has to do with the subject of mental health. One of 
the possible causes of that crash is the mental condition of the pilot, 
the fact that he had undergone certain marital difficulties, lost: cus- 
tody of his children, and he might have been thinking of other things 
when he was supposed to turn 11 miles beyond the airport on a pre- 
scribed procedural turn and went 11 miles beyond that and crashed 
into a mountain. 

What do you do about the mental condition of your pilots? 

Dr. Gopparp. I will have to report to you that at the present time 
the mental condition of the pilot receives almost no attention at all, 
and this is a deficiency again which we will direct ourselves toward 
correcting. 

Next I will say on this subject another serious deficiency exists in 
that only 5 of the 34 air carriers have medical departments. The type 
of problem | you raise can best be handled by providing some means of 
continuing supervision through a good medical department in an air- 
line. I am afraid it might ‘be something that no regulation could 
ever completely solve. 

Mr. Yates. Is it not something that the prescribed examiner might 
go into with the pilot at the time . of the required examination ? 

Dr. Gopparp. He does in a general way. He evaluates the in- 
dividual’s mental functioning, his general condition, but I am sure 
you are also aware that there are very fine lines drawn between 
normal and abnormal. 

Mr. Quesapa. This is an area into which we have to move. As soon 
as we move into it I assure you we will fill in this vacuum to which I 
referred. 

Many of you might know I spent my life in the military service. 
As a military aviator there was a tremendous program with terrific 
force behind it which would cause pilots, young or old, to go to the 
flight surgeon in periods of mental anguish, or anything of concern. 
This has turned out to be a ve ry productive program. 

Mr. Yates. I should think the Air Force would have tremendous 
data on the subject of fatigue, including combat fatigue, and questions 
of mental distress as it affects flying. 

Mr. Quesapa. That is right. We will use their findings, and we 
have them all available to us. 

The coordination between us is very intimate. 

Our problem now is to translate this into use for civil aviation under 
terms that are reasonable. 

We have to be a little bit different in handling civilian activities. 
In the military service it is easy to tell me what to do and it is easy 
for me to do what I am told. 

When we treat with civilians there is this requirement of assuming 
reasonable standards. We cannot assume the role of taking care of 
every eventuality. We have to encourage the companies to develop 
their medical departments, and we have to give them data and help 
them. We have to encourage the companies to encourage the pilots 
to use their flight surgeons as I was encouraged in the service. These 
are part of the problems to which we are only opening the door. 

I assure you it has been a problem of tremendous vacuum and em- 
barrassing neglect. 
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». OsterTac. Do you not have authorit ty to require the airlines 
to ta adequate medical departments for such purposes? 

Mr. Quesapa. I would imagine we have such authority. It would 
not be direct. It would be in the form of their not being permitted to 
operate in a certain way unless they have an adequate medical de- 
partment. 

We have met with them, we have urged them. 

A lot of our effort in pursuit of publie safety, I must admit, has 
to be through the processes of persuasion, and when persuasion does 
not work we have to be more rigid. 

Mr. Tuomas. This has been very interesting and very, very helpful. 

(Discussion held off the record.) 


RIGHTS OF APPEAL BY PILOTS 


Mr. Quersapa. If an airline pilot cannot meet our physical stand- 
ard then he has the right of appeal. The ATR rating is denied. We 
think this is reasonable. 

I hope you will bear with me. I cannot assume methods I learned 
in the Military Establishment. You have to realize I am dealing 
with vast groups of people who are not subject to the rigidity of mili- 
tary law. 

Mr. Tuomas. This is very helpful for the record. It has given us 
all an opportunity to get some questions off our chests. 

Mr. Ostertag. Where does he have a right of appeal? To whom 
is the appeal ? 

Mr. Quesapa. If we take action against anybody’s certificate, the 
person against whom action was taken can appeal to the Civil Aero- 
nautics Board. 

OFFICE OF CONGRESSIONAL LIAISON 


Mr. Tuomas. What are the six people doing in the Congressional 
Liaison Office ? 

Mr. Dran. There are two professionals in this group. The rest are 
clerical. There is a large volume of congressional mail. 

Mr. Tomas. What do you mean professional ? 

Mr. Dean. Persons of grade 15 and 16 who are personally in a posi- 
tion to deal effectively with Members of Congress. 

Mr. Tuomas. Deal effectively with Members of Congress. What 
kinds of dealings? 

Mr. Dean. Members of Congress frequently call upon the Agency 
for information relating to their own activities in the Congress or 
coming out of inquiries or objections raised by their constituents. 

Mr. THomas, You have six people handling congressional mail; is 
that it? 

Mr. Dean. And the necessary contacts with individual members. 

Mr. Tuomas. And that figure of six remains the same for 1961? 

Mr. Drax. There has been no increase. 

Mr. Tomas. How many pieces of mail do they handle? How 
many letters do they write a day, a week, and so on? 

Mr. WitataMs. In the neighbor hood of 800 pieces of mail a month. 
This is only part of it. There is also committee contact; it is not just 
the individual congressional inquiries. 
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Mr. THomas. What do you mean “committee contacts?” 

Mr. WituiaMs. Coordinate and gather together the information for 
the committees in the House and Senate, to bring in the proper bureaus 
or officers of the Agency to supply answers to questions put up by mem- 
bers of the committee. 

Mr. Tromas. Do you have pieces of legislation pending before any 
of the committees? It is the job of this Office to say who shall ap- 
pear before the committees ? 

Mr. Wiu11aMs. We coordinate with the legislative branch of the 
General Counsel’s Office and notify the committees of witnesses. 

Mr. Quesapa. We take the attitude, Mr. Chairman, that the Con- 
gress, both the House and Senate, will, on a continuing basis, have 
an interest in our activities, either in response to constituent inquiry, 
constituent demands, or. 
Mr. Tuomas. We understand that. We are trying to get the work- 
load. 

Mr. Quesapa. We feel we should respond to the Congress and give 
them prompt answers. 

Mr. Thomas. You handle about 800 pieces of mail a month? 

Mr. Witirams. We will average that. We will also handle a greater 
number of phone calls. 





OFFICE OF PUBLIC AFFAIRS 


Mr. Tuomas. What about the Office of Public Affairs, where you 
jump from 14 to 24 this year? What does that mean? 

Mr. Dean. At the time we appeared before you last year we had 
not selected our public affairs officer. We were still organizing the 
effort. 

We now have him aboard, Mr. Gertz. What we are attempting to 
do is to develop more effective means to bring to the public in more 
readable form and through press services important developments 
taking place within the Agency which are of public importance. 

Mr. Tuomas. You already have 14 doing that. 

Mr. Dean. Once more this includes clerical employees, and only 
a relatively small number of these people are individuals who are 
trained in the field of public affairs. 

Mr. Gertz is here and he is the man who has been appointed to the 
position of public affairs officer. 

Mr. Tuomas. Nice to see you, Mr. Gertz. 

Mr. Gertz. We are setting up a Publications Division and an audio 
visual Division to help depict FA A’s methods of protecting the public 
and to take care of the many requests from the various news media in 
view of the stepped-up interest in and importance of the field of 
aviation. 

For example, since the radio-television industry has gone throngh 
a reorganization there is a great need for various types of informative 
documentaries and public service materials which would help educate 
the public in the field of our safety program. Also, to revise outdated 
CAA publicational materials for internal and public use. 

Mr. Tuomas. The public does not need education in the field of 
safety. You have to educate your own crowd. I want that man in 
charge of the plane to be educated. I can be as ignorant as they 
come, but I want the man in charge of the plane to be intelligent. 
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Mr. Qursapa. Why don’t you answer the question the chairman 
asked: How many people do you have in your division? 

Mr. Gertz. A total of 14 people in our Office of Public Affairs. 

Mr. Tuomas. What will the 10 extra ones do? 

Mr. Gertz. The extra people, chiefly clerical, would be used in 
the publications and visual programs which never have been set up 
before. These are new divisions geared to assist in clarifying protec- 
tive regulations and providing ways and means of enhancing aviation 
and safety for the public and industry to understand and appreciate. 

Mr. Tuomas. What is the object in setting them up? Will they 
help you regulate pilots? Will they bring on more safety / 

A lot of these agencies through publicity get themselves into more 
trouble than they can get out of. They ‘bri ing it on themselves. 
Are you not making that same mistake right here ? 

Mr. Gertz. We receive an immeasurable amount of requests from 
various news media and industry for all types of technical and non- 
technical information in various safety fields, especially on matters 
dealing with FAA’s rules and regulations on safety. 

For example, if they want weather radar spelled out, medical or 
research and medical activities spelled out— 

Mr. Botanp. Who wants? 

Mr. Gertz. Press, industry, trade, radio and television industry, 
magazines, newspapermen. We get between 50 and 60 queries a day 
from the public and also indiv idual new spapers. 

Mr. Tuomas. You put on 10 more men this year and next year your 
queries will multiply in proportion to your added men, and the next 
year you can double that. The following year you can redouble that. 
You bring on your own workload ; do you not ? 

Mr. Gerrz. We have not had these technical and nontechnical 
services in the past to take care of the magnitude of activity—such 
as in safety—that has come up. 

Mr. Tomas. Did the safety program suffer and did your rules and 
regulations activity suffer because of lack of that publicity ? 

Mr. Gertz. In the sense that the public was not able to get the an- 
swers to the protective measures that we were attempting to give to 
them. 

Mr. THomas. You do not tell the public that when they get in a 
commercial airline plane they are not covered from the minute they 
take off until they set down, do you? They think they are. They 
think they are under control from the minute they get into one of the 
big airplanes until they are set down. 

Do you tell them they are not? After all, the pilot is up there on 
his own about half the time. You do not tell them that, do you? 

Mr. Gertz. No, sir; unless we are asked a specific question by various 
representatives of the press and wire services and newspapers or radio 
and television people. They might want to go into specific details con- 
cerning various aspects of the program such as FA A’s protective meas- 
ures for the public. 


OFFICE OF INTERNATIONAL COORDINATION 


Mr. Tuomas. Tell us about your Office of International Coordina- 
tion. You already have 67 people. You want to step it up to 81. 
Eighteen out of the 81 will be in the field and 63 in the department. 

51632—60——54 
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This year you have five in the field and 62 in the department. What 
do the people in the department do and what do the people in the 
field do ¢ 

The Civil Aeronantics Board has about 15 or 16 people in the field 
and the law gives them responsibility at least to participate on exten- 
sion of foreign airlines, and soon. ‘That is a State Department func- 
tion, too. What will you do with twice as large a personnel load, al- 
most four times as big # 

Mr. Quesaba. The CAB responsibility abroad is focused primarily 
on the investigation of accidents. 

If an accident took place in Italy, for example, where one has taken 
place, and by mutual arrangements with these foreign 


govern- 
ments 





Mr. Txox. 1s. That is a very important clause you put in there, by 
mutual arrangement. 

Mr. Quesapa. You are right. The Board is able to participate in 
the determination of how the accident was caused. It does a very, 
very fine job. 


The question is what is our role. 
carriers go throughout the world. 
in every continent. 

We are required to assure that the standards, as an example, which 
are prescribed are maintained while they are operating in these foreign 
countries. 


As you know, American-flag 
They are very heavily committed 


When Pan American, as an example, is going through India, they 
have to maintain our standards of airworthiness and conform to 
American rules. This in itself is a difficult task. 


MISSIONS ASSIGNED TO ICA 


In addition we have throughout the world basically assigned to 
ICA and paid for by ICA a number of missions which are performing 
ICA functions. We have missions in 31 countries of the world now. 

Mr. Tuomas. Cooperating with the ICA. What is that? 

Mr. QUESADA. International Cooperation Administration. They 
pay us on a reimbursable basis. 

Mr. Tuomas. What are you doing for them? What are they doing 
in the field of aviation ? 

Mr. Qursapa. This is a very important thing and they 
very important job in my opinion. 

Under the ICA program- 

Mr. Tuomas. You can get into a lot of argument on that, but go 
ahead. 

Mr. Quesapa. Among other things they are installing navigational 
aids. These countries are building airdromes and airports. These 
countries are improving their air traffic m: agement techniques, 

Mr. Tuomas. Where are these 18 people located in the field? 

Mr. Maroy. The 18 people shown here are to establish nine new 
positions overseas and two in the domestic area. 

Mr. Tuomas. What is their classification? You already have over- 
seas people. How many do you have? 

Mr. Maroy. C hargeable to this office at the present time we have 


are doing a 





five overseas field positions. There are two in Paris, two in New York, 


and one in Montreal. 
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ASSIGNMENTS TO EMBASSIES ABROAD 


It is proposed under this heading, in collaboration with the Depart- 
ment of State, to provide nine more positions for assignment to em- 
bassies abroad. 

Mr. THomas. What is the civil service classification ? 

Mr. Maroy. These will be grades 14 and 15. 

Mr. Tuomas. What will be their duties? 

The Air Force has an air attaché there; does it not? 

Mr. Maroy. That is correct. The Administrator, of course 

Mr. Tuomas. He is not going to be assigned, then, to the Interna- 
tional Cooperation Administration ? 

Mr. Maroy. No, sir: these will not be. 

Mr. THomas. What is going to happen to those people? 

Mr. Maroy. These people will carry the title of civil air attachés 
and will go onto the State Department Foreign Service Reserve rolls 
during their tenure of office overseas. 

In other words, they will become a part of the Embassy team. 

Mr. Tuomas. What is going to be their duties and functions? 

Mr. Maroy. The duties of one of these Foreign Service offices is 
—— 

Mr. THomas. Are you head of this Office / 

Mr. Maroy. I beg your pardon ? 

Mr. THomas. Are you head of this Office ? 

Mr. Maroy. Yes, sir: I am. 

Mr. Thomas. Well, it must be important work you are going to do 
if you do not know what it is. 

Mr. Maroy. I have it right here, sir. The duties of these officers 
are to perform liaison functions with industry and government at the 
overseas locations to promote the U.S. aviation policy. 

Mr. Tuomas. With industry? What industry? | 

Mr. Maroy. Well, all industry, as well as the industry of the foreign 
countries. 

Mr. THomas. We have a Bureau of Foreign and Domestic Com- 
merce sitting over in most of the countries also performing that 
duty. 

Mr. Maroy. The Administrator is also charged with this under sec- 
tion 305 of the Federal Aviation Act, which states that the Adminis- 
trator is empowered and directed to carry on and to foster the de- 
velopment of civil aeronautics and air commerce in the United States, 
and abroad. 

Mr. Tuomas. That is already in the record. 

Mr. Manoy. Yes, sir. 

And, as part of the increased importance of-—— 

Mr. Tuomas. But, you have not told us yet what they are going to 
do abroad. 

Mr. Maroy. Allright, sir; I can do that. 

Mr. Tuomas. He is going to contact industry and he is going to 
do liaison work. I do not know what the word “liaison” means. 

Mr. Maroy. Well, sir, he is civil aviation adviser to each Embassy 
to which he is accredited. 

Mr, Tuomas. Did the State Department ask for this outstanding 
service which you are going to render? 
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Mr. Mauoy. Yes, sir; they have. We have reached agreement with 
them.on.-this. 

Mr. Tuomas. The pressure has been pretty steadily on the State | 
Department for those jobs, I suppose ¢ 

Mr. Maroy. Well, our purpose is to get aviation specialists within 
the Foreign Service and the agreement we have reached with them is 
that we will provide them with these Foreign Service people who 
have specialist training in aviation. 

Mr. Tuomas. What is he going todo? Let us get down to cases, 

Mr. Pyze. Mr. Chairman, I believe I can help on that. 

Mr. Toomas. Go ahead, Mr. Pyle. 

In other words, when you have a plane taking off or sitting down 
in one of these countries, is he going to check over that plane? 

Mr. Maroy. No, sir; I will be glad to read the other responsibilities, 
I read you the first one. 

The second one is to consult with officials of the countries within 
his assigned area on civil aviation matters of mutual interest to the 
United States, and this particular country, and provide and obtain 
advisory opinions and official positions and recommendations on such 
matters as 1s required—— 

Mr. Tuomas. That does not mean anything. That is just a lot of 
words. 

Mr. Pyte. Mr. Chairman, I believe I can add something to this. 
I have just returned from a long trip, and in my opinion there is a 
dismal lack of adequate people on the staff of our Embassies to fol- 
low up what is going on in the world of aviation, and our area of 
responsibility. 

The State Department does not have the facilities with which to get 
these people trained. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Pye. Mr. Chairman, we have these specific responsibilities in 
this area from the standpoint of insuring that adequate knowledge is 
funneled in. For instance, international standards of operation of 
air carriers are determined in large measure by the civil aviation 
groups of these various countries. ‘Tf we do not have a know ledge of 
what their thinking is, and what they are going to recommend to thie 
International Civil Aviation Organization—— 


AUTHORITY OF FAA OUTSIDE THE UNITED STATES 


Mr. Tuomas. How far does your rulemaking authority go when you 
get, outside the continental United States? 
Mr. Pyze. So far as American-flag carriers go? 
Mr. Tuomas. Yes. 
Mr. Pye. Itissupreme. We have complete control. 
Mr. Tuomas. What jurisdiction does the International Civil Avia- 
tion Organization have? 
Mr. Pyte. They set up specific rules 
Mr. Tuomas. What A Sires do they have when you are outside 
the continental United States ? 
Mr. Pytx. They have no authority, Mr. Chairman, but they estab- 
lish standards. 
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Mr. Tuomas. That is, the rulemaking people / 

Mr. Pyrite. No, sir. 

Mr. Quesapa. No; they do not write rules. 

Mr. Pyte. This is, in effect, substantially a subsidiary of the United 
Nations, but they are very effective because if we can get certain 
things in the international standards, we can get our j ft an avia- 


tion way of life throughout the world. 


Mr. Quesapa. Again, Mr. Chairman, we are in this gray area where 
persuasion is the basic force. I was Chairman of the ICAO meeting 
which took place in San Diego and it: was, I will have to say very 
frankly, the only force that Thad. 

ICAO is a part of the United Nations, and the fundamental func- 
tion of the ICAO is to establish certain standards which all members 
are encouraged thereafter to adopt. This is the only thing we can 
do. It sets, as an example, a eee short-range navigation system. 

Once ICAO adopts a certain standard short-range navigation sys- 
tem, from then on all members thereof have the power of moral per- 
suasion upon them to adopt it, and this is about what we are doing. 

We can require a country through persuasion, and persuasion only, 
to set up navigation systems or facilities in an area which is essential 
to international traffic. The only power we have in this area is per- 
suasion’and this is what we are faci Ing up against. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 


CIVIL AIR ATTACHES OF OTHER COUNTRIES 


Mr. Jonas. How many foreign countries have counterparts here at 
our Embassy in Washington doing this kind of work? 

Mr. Pyir. I cannot give you an exact answer, but I can assure you 
it isa ratio of something like 3 to 1. 

Mr. Jonas. How many embassies in Washington of foreign coun- 
tries have commercial air attachés? 

Mr. Maroy. I do not have that answer. 

Mr. Qursapa. Let us find out, and we will give you an exact answer, 
Mr. Jonas. 

Mr. Jonas. Well, do most of them ? 

Mr. Qursapa. No; I would not say most of them. 

Mr. Jonas. I mean the principal countries of the world. 

Mr. Quesapa. All the principal countries have employees who 
perform a civil air attaché function, I am sure. 

Mr. Jonas. I have reference to countries like England, France, and 
Germany. 

Mr. Quesapa. Yes, sir. 

Mr. Tuomas. Of course, the airlines of England are owned by the 
British Government. 

One of them is owned 50 percent by the Government and the other 
50 percent by private individuals. It means, therefore, that the Gov- 
ernment is running those airlines. 

Mr. Qursapa. The British Embassy has three such employees. 

Mr. Tuomas. Military or civil ? 

Mr. Quesapa. Civil. 
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CONTROL OVER OPERATIONS OF FOREIGN CARRIERS IN THE UNITED STATES 





Mr. Osrertac. While we are on this subject of international opera- 
tions, there are many international lines that operate in the United 
States; that is, points in the United States to points outside the United 
States and some, perhaps, within, but I am not sure. 

Mr. Qursapa. There are a great many who do. If I recall correctly 
the number is in the vic inity of 67 , Sir. 

There are 67 foreign carriers authorized to operate to or through 
the United States. 

Mr. Osrerrac. Are they all subject to the controls, and the rules and 
regulations as well, of the jurisdiction of the FAA, or do they oper- 
ate under their own rules and regulations? 

Mr. D. D. Tuomas. When they operate in the continental United 
States, they operate under our rules and regulations. 

Mr. Tuomas. How does this thing balance off # 

Mr. Quesapa. They have to conform to American air traffic rules, 
There is no question about it. 

Mr. Tuomas. That is while they are in the air, taking off, while they 
are up there, and while coming down ? 

Mr. Quesapa. Yes. There is only one other country in the world 
that has developed a standard comparable to our own, with some con- 
trol over this public medium of transportation comparable to our own, 
and that is England. There are other countries like France, Italy, 
Spain, and Germany, that are developing this ability, and practically 

every one of them is copying our system. 

If we certify an airplane, practically every country in the world 
will certify it on the basis of our certification, and on that and that 
alone. 

Now, some countries do not have anything significant to present. 
They really rely on us. I will tell you very frankly in England at this 
moment they are trying to set up an organization quite ~ comparable 
to the one we have here in which they would have centralized manage- 
ment of the civil aviation of the country. 


DUTIES OF DEPARTMENTAL PERSONNEL 


Mr. Jonas. Exactly what do the departmental personnel do? 

Mr. Matoy. Well, the 63 here are divided into three groups. One 
of the groups has to do with our participation in the International 
Civil Aviation Organization. 

Mr. Tuomas. What do they do? 

Mr. Maroy. They work on the preparation of the U.S. positions, the 
assembly of the delegations and instruction of the delegates which is 
a very time-consuming business, because there are over 20 of these 
meetings held around the world each year. 

Mr. Pytx. Mr. Chairman, I think I can supplement this, because I 
do not think that our responsibility has been made clear. It is our 
responsibility to prepare for the Department of State the U.S. civil 
aviation position, and this involves coordination with the military. 

‘ os Tuomas. How does this job differ from that of the CAB in this 
eld? 

Mr. Pyze. Our job is in the technical area and the CAB is in the 
economic area. 
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Mr. OsterTaG. But they have to do with international negotiations. 

Mr. Quersapa. If it is on an economic subject only, and ours is on 
technical subjects. 

Mr. Tuomas. You are not going to use these people over there to 
let them get in the way of commercial airlines, are you? In other 
words, they have their own services, their own ticket sales offices 
and their own organizations, where they drum up business, both 
passenger business and freight business. 

Mr. Quersapa. | must say that this is primarily for the promotion 
of American civil aviation. All of us recognize that aviation has 
assumed a position and posture in commerce. 


Mr. THomas. We do not need to promote it. It has grown like 
a mushroom already. i 

Mr. Qursapa. It needs promotion to maintain our relative position. 

Mr. Jonas. Do you have anyone in Washington who has ever 
served in one of these positions ? } 

Mr. Pytx. A majority of them have served. 

Mr. Jonas. I mean present here now ? 

Mr. Pyte. Yes. We have Mr. Maloy. 

Mr. Mavoy. There are none who have served as a civil air attaché 
in the Department of State. This is true, but we have on our rolls 
a considerable number of people who have had extensive oversea 
experience and this, combined with their aviation knowledge, makes 
them eminently qualified in the opinion of the Department of State 
to carry out these duties which require both talents. 

Mr. THomas. Thank you, Mr. Maloy. 

Gentlemen, we will get some lunch and reconvene at 1 o’clock, this 
afternoon. 


OFFICE OF MANAGEMENT SERVICES 


Let us finish this chart and get into the big Bureaus separately. 

Look at management services. You have a total of 1,131 people 
in 1960. You want to increase it to 1,310, That is 179 people. You 
have 443 in the department and 688 in the field for 1960. You want 
to increase it to 494 in the department and 816 in the field. 

What is the function of this office ? 

Mr. Dean. This office carries out all the administrative services 
of the Agency. It is the accounting, fiscal, and auditing office of the 
Agency, and the budget office. It has the central program evaluation, 
management analysis, and management improvement functions, and 
a small inspection effort. It also develops policy and follows up on 
program performance in the fields of contracting, procurement, and 
materiel. 

Mr. THomas. What do the people in the field do? 

Mr. Dean. They are engaged chiefly in accounting and administra- 
tive services. 

In each regional office and in the aeronautical center we have an ad- 
ministrative service group. We also have the centralized accounting 
staffs performing actual financial transactions occurring in those 
areas—for example, payrolls, administrative audit, and processing 
of vouchers. 

We also have a participation in budget operations at the field level. 

Actually, Mr. Chairman, the office has increased — 





854 





BREAKDOWN OF PERSONNEL BY GRADES 


Mr. Tuomas. Do you have a breakdown of these functions any 
place in the justifications ? . 

Mr. Dean. We have available and ready to submit a complete break- 
down of the number of employees, field and departmental. 

Mr. Tuomas. In the justifications? 

Mr. Dean. Not in that form in the justifications, sir. 

We followed the same procedure as previously in this connection, 
We have given you the summaries in the Thomas chart, as we call it, 
They do show field and headquarters personnel. 

Me. Tuomas. You have one special grade, one GS-17, one 16, one 

; do you not? 

"Mr. Dean. No; 14 grade 15’s. 

Mr. THomas. You have nineteen 14’s in Washington, 32 others— 
you have 14 grade 15's. 

Mr. Dean. We have myself, under the special rate, as assistant 
administrator. We have a deputy for the entire office with its nation- 
wide responsibilities, who is a grade 17. We have a budget officer, 
Mr. Harper, at grade 16, and we have the chief of the Management 
Analysis Division at grade 16. 

We have by far the lowest grade average in the entire Agency. 

Mr. THomas. You have fourteen 15’s. 

Mr. Dean. Most of these people are in branch chief or senior 
positions. 

Mr. Tuomas. In the regional offices / 

Mr. Dean. Some are; that is correct. 

Mr. Tuoomas. Control centers ¢ 

Mr. Dean. No, regional offices—Oklahoma City and Washington. 


SUPERGRADES 


Mr. Tuomas. I believe you have 19 supergrades, 10 special grades, 
and 20 scientific grades. 

Do the scientific grades follow the supergrades? What is the total! 

Mr. Dean. 116 all together. We have 2 statutory jobs, the Deputy 
and Administrator, 10 so-called special positions paying up to $19,500, 
15 Public Law 313’s. 

Mr. Tuomas. Fifteen or twenty ? 

Mr. Dean. Fifteen. 

Mr. Tuomas. And 89 supergrades? 

Mr. Dean. Yes, sir. 

Mr. THomas. What do you need these extra people here for this 
year’ You request 179 additional. Where are they going to be lo- 
cated / 

Mr. Dean. The 179 positions are distributed 

Mr. Tuomas. You have 318 in the field. 

Mr. Dean. 128 of the additional positions will be in the field and 
51 in Washington, sir. In the field the increases will be chiefly in 


accounting and administrative services. 
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ACCOUNTING PERSONNEL 


Mr. THomas. How many do you have in your accounting depart- 
ment ? 

Mr. Dean. The accounting division will have in the 1961 fiscal year 
a total of 500 positions. You must remember this is a great operating 
function—payrolls, all voucher processing in connection with pro- 
curement, all travel processing, as well as the maintenance of the basic 
fiscal accounts, the auditing, function, and the development of ac- 
counting procedures and systems for the Agency. 

Mr. Tuomas. You have 500 accountants. You have 1 accountant 
to every 20 people. 

Mr. Dean. ee eiilieds and clerical employees that support them. 

I would like to stress that the entire program for the office of man- 
agement services will be only 2.3 percent of the cost of the Agency. 
The entire administrative support activity is only 3.54 percent. 

Mr. Tuomas. Take your total personnel load estimated of 42,000 
people. How many people do you have in that department, 560? 

Mr. Dean. In the personne] office ? 

Mr. Tuomas. In accounting. 

Mr. Dean. 500 would be the total at the end of 1961. At present 
we have 425. 

Mr. THomas. You have one accounting personnel for how many em- 
ployees? 

Mr. Dean. One for every approximately 80-plus employees. 

Mr. Tuomas. No. You have one accounting personnel for every 
135 people. 

Mr. Harper. One for every 84 employees, sir. 

Mr. Dean. The accounting activity of the agency does consume 
manpower. It is a centralized accounting effort. These regional peo- 
ple and the people in Washington perform the entire volume of 
voucher work and payment work in connection with all of our pro- 
curement operations, our payroll operations, and al] other fiscal opera- 
tions of the agency. 

I have looked into those offices personally. I have visited the re- 
gional offices and the center and have carefully examined the problems 
in the accounting area. 

There is a heavy workload. Actually, there is a fair amount of over- 
time pmaeend on these people. 

We are trying by modern accounting machines to try to keep this 
staff down to the absolute minimum, but our ratio in payroll alone 
is 1 clerk to 300 employees on our rolls. When I was inspecting per- 
sonnel activities in the Department. of Defense I do not think I found 
more than one installation in my entire survey activity that met that 
ratio of efficiency. 

These are hard-working people, but they have a tremendous burden 
Inan agency with a program of this size. 

Mr. Tuo As. You have about 18 percent increase this year over 
last year. Has the general personnel load increased that much ? 

Mr. es, Nearly, sir. It is 15 percent. There is a direct rela- 
tionship between workload and the accounting volume. 
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Our auditing effort has not been adequate. We do not have the 
type of staff yet for a vigorous internal audit program to assure the 
propriety and soundness of fund utilization in the Agency. We are 
going to have to add a few people there. 

We have also undertaken to develop a system compatible with Pub- 
lic Law 863 provisions for accrual accounting and compatible with 
effective property control. 

I should stress that in our agency the accounting systems for prop- 
erty accounting are developed, monitored, and applied by the account- 
ing division. 

OFFICE OF PLANS AND REQUIREMENTS 


Mr. Tuomas. What about the Office of Plans and Requirements, 
people? Itis 65 for 1961. What isthe function of this? 

General Coorrr. This is to establish the long-range environment 
of the agency and also aviation policy and recommend long-range re- 
quirements to meet the obligations of the future. 

Mr. Tuomas. Is this a rulemaking agency / 

Mr. Qvuesapa. The Bureau of Flight Standards makes the rules 
fundamentally. Traffic rules are written in the Bureau of Traffic 
Management. 

Mr. Tuomas. What is the distinction between the functions of the 
two Bureaus here ? 

General Cooper. We do not get into rulemaking so far as plans are 
concerned. We try to project ourselves only as far into the future 
as possible to outline the problem areas that will come up and 
determine what solutions are necessary to solve future problems. 
The introduction of the supersonic transport into the system is one 
of them, what has to be done today in preparing the system to accept 
additional jet traffic. 

We work on a team basis utilizing the various personnel within the 
agency to work with us. We provide the focal point for the team 
efforts to try to resolve some of these problems. 

Mr. Quersapa. I think it should be brought out that the lower four 
boxes on this chart are bureaus. They have direct responsibility. 

The upper boxes are staff. The Office of Plans and Requirements 
fundamentally is focused on the necessity of having somebody look 
to the future without the burdens of the present. The man who is 
burdened with solving today’s problem— 

Mr. THomas. This isthe braintrust ? 

Mr. Quesapa. That is right. This is where we have been plagued. 
We would not be in the position we are in today if we had had a brain- 
trust 10 years ago because he would have told us what we would be 
confronted with. This is basically what we are trying to do. 

General Cooper. The six addition: ul personnel you asked about will 
be used as follows: Five are GS—5’s, stenographers, one for each divi- 
sion. The other person is a GS-9, an analyst-statistician to work in 
the analysis division to assist in trying to pull together some of the 
required facts. 

Mr. Toomas. You have one special, one 18, one 17, two 16’s, twenty- 
six 15’s, six 14’s and three 13’s, nineteen who are 12 and below. 

We are going into this in some detail because this is the crowd 
which makes the Bureau. I am wondering if you are top-heavy 
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OFFICE OF PERSONNEL AND TRAINING 


What about the Office of Personnel and Training? Next year you 
want to increase this to 202 in the department and 1,122 in the field. 
This is an increase of 215 people. 

Mr. Dean. Our Assistant Administrator for Personnel and Train- 
ing is here. 

Mr. Lurxarr. That can be broken down into three areas, the regular 
personnel function of recruitment and classification, service records, 
and so forth about 423; security is part of the function of the office, 
33 people ; training 856. 

Mr. Tuomas. Where are these people located outside the District ? 

Mr. LurKart. Primarily in the regional offices of the agency plus 
Oklahoma City. 

Mr. Tuomas. You do not do training in the regional offices, do you? 

Mr. Lurxarr. There is one training man in each regional office. 
Oklahoma City has the principal training load. 

Mr. THomas. How many do you have there ? 

Mr. Lurkarr. 770-plus in Oklahoma City. 


PERSONNEL AT OKLAHOMA CITY SCHOOL 


Mr. THomas. How many trainees will you receive next year? How 
many will go through Oklahoma City in 1961 ? 

Mr. Lorkarr, About 5,000. 

Mr. Tuomas, It is more than that, is it not ? 

Mr. Lurgarr. 23,000, including directed study courses. 

Mr. Tomas. I am talking about bodies that go through there. 

Mr. Lurkarr. Bodies run about 

Mr. THomas. It will be between 10,000 and 11,000 next year. That 
is the approximate figure, is it not? 

Mr. Lurxarr. Yes, sir. 

Mr. Tuomas. Does that include maintenance personnel attached 
to the school, too? How many instructors do you have? 

Mr. Lurxarr. About 760 instructors, and maintenance and support 
personnel. 

Mr. THomas. What was the total figure again at Oklahoma City? 

Mr. Lurkarr. 760. 

Mr. THomas. How many instructors? 

Mr. Lurxarr. The largest percentage are instructors. There is 
only a small percentage of support personnel. 

Mr. Tuomas. There is a big breakdown in there. I think you have 
more of those than you have instructors. It is not a small percentage 
but more than 50 percent. 

Mr. Qursapa. Why don’t we break this down for you? 

Mr. Tomas. Perhaps he has it in his justifications. 

Mr. Lurxarr. I might not understand the question. 

Mr. Tuomas. How do you break down your 760 people in Okla- 
homa City between instructors and maintenance of the installations ? 
You have personnel people and almost a complete duplication. 

Mr. Lurkarr. I do not have it. 

Mr. Harper. 760 are only the people associated with the school. 
They do not include the personnel people who do the recruiting. 
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Mr. Tuomas. You have 1,100 or 1,200 people attached to the schoo} 
there. Ismy figure wrong? 

Mr. Harrer. That isnot according to my records. 

Mr. Tuomas. Your records should be better than my memory. 

Mr. Harper. 760 is what we have. 

Mr. Tuomas. Total? 

Mr. Harper. Yes. 

Mr. Quesapa. I think you should divide in your mind what is in 
this school and what is in the depot. 

Mr. Tuomas. I am not confusing this with the depot. 

Mr. Quesapa. All right, sir. 

Why don’t we put together some meaningful figures on this which 
would relate to the number of personnel in the school ? 
(The following was submitted later :) 


ca a cs as arcoerssresninséa ono ppepintiod ooh akepiainbap deg 425 
Supervisors, clerical and maintenance_____________________-_-______-____ 835 
PI citininshisastend ctenincttine ee Diaaabeea eenaan tactuaneretotet te hath dt hb bb nmin bhae i 760 


PERSONNEL IN THE DISTRICT OF COLUMBIA 


Mr. Tuomas. What do you do with the people in the District of 
Columbia? You are not running a school here, are you? 

Mr. Lurxarr. Those are the regular personnel functions, about 90, 

Mr. Tuomas. Regular personnel functions? What do you mean by 
regular personnel functions? 

Mr. Lurxarr. Recruitment, placement, records, development. of 
agencywide policy and standards for use throughout the field. Ninety 
people are in that function. 

Mr. THomas. You mean when we took the training out from under 
personne] limitation you set up this special activity here? 

Mr. Lurkarr. No. 

Mr. THomas. What do 178 people do here, then ? 

Mr. Lourxarrt. Ninety of those are in personnel. 

Mr. THomas. What do the 90 people do? 

Mr. Lurkarr. We service the Washington headquarters office of 
3,000 employees with recruitment, classification, and records. We 
service the field 

Mr. THomas. You draw vouchers, payroll work, and that? 

Mr. Lurkarr. No, actual recruitment and certification of people to 
fill positions, classification of jobs. We also conduct—— 

Mr. Tuomas. Purely work which is incidental to the selection, train- 
ing and certification of these 10,000 to 11,000 students who will go 
through the school. Is that correct ? 

Mr. Lurkarr. This is merely servicing the program offices. 

Mr. Tomas. You mean you write the courses here ? 

Mr. LurKart. I am afraid I have confused you, Mr. Chairman. 
The 90 are not in the training area at all, the 90 of this 178, make up 
the personnel division at headquarters. 

Mr. Tuomas. What do they do? 

Mr. Lourkarr. There are 75 in the training area. 

Mr. Tuomas. That is 165. What do the others do? 

Mr. Lotkart. In the security office there are 25 people. 

Mr. Tuomas. Getting back to your 90 people, I am not vet clear 
as to what they do. 
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Mr. Lurxart. The 90 are the people who do the classification work, 
recruitment, placement, keeping the personnel records for the staff 
of the Agency’s headquarters. 

Mr. Tuomas. You mean for the entire activities of the head- 
quarters / 

Mr. LurKarr. Yes. 

Mr. Tuomas. What direct relationship do they have on your school 
in Oklahoma City ¢ 

Mr. Lurkarr. They are not related to the school. 

Mr. Tuomas. They are doing personnel work generally for the 
Agency, then, and you have two setups doing it. 

Mr. Dean. We have in Washington our ‘basic staff of around 3,000 
people which requires an operating personnel office to deal with the 
problems of classification, placement, employee relations, and all the 
normal personnel activ ities which you include in your limitation in 
“Independent offices” appropriation bill. 

We will conform, in both our Washington and field personnel ac- 

tivities, to that limitation. Even though we started out with 1 
personnel employee to each 115 employees on the payroll, as you re- 
cal] in our last year’s r 900g 4 we will be down to the 1 to 135 ratio 
by the end of the 1960 fiscal year. The 90, therefore, are in the operat- 
ing personnel office for the W sbiineetin office plus providing nation- 
wide program leadership in personnel matters, guidance to the regions, 
and so on. 

Training is a different function. Training has 75 people in Wash- 
ington to conduct certain types of supervisory and administrative 

Mr. Tuomas. These people should belong in this other division, 
then, where you have personnel. They are doing personnel work. 

Mr. Quresapa. They are. 

Mr. Dean. That is right. 

Mr. Qursapa. The personnel people are the Personnel Division, 
The training people are in the Traiming Division. 

Mr. Dean. Pree isely. 

Mr. Tuomas. This figure of 178, then, is somewhat misleading. You 
have 90 people really doing personnel work. 

Mr. Lurxarr. That is right. 

Mr. THoomas. They should belong under the Office of Management 
Services. That is where they really belong, is it not? 

Mr. Dean. Mr. Chairman; the Personnel Office is divided into three 
divisions: The Personnel Division, Training Division, and the Security 
Division. 

The people in Washington are indicated in the departmental line 
here on the chart. 

For the purposes of this chart there is a combination of the three 
a but we will break them down for you in terms of their actual 
ocation. 





AIR TRAFFIC CONTROL CENTERS 


Mr. Tuomas. We will leave the big operating bureaus alone at this 
time and look at your field agencies. 

Air Traffic Control Centers, 
provide for the safe and orderly flow of instrument flight rule air traffic by 


controlling lateral, longitudinal, and vertical separation between aircraft operat- 
ing in extensive geographical areas. 








860 





You have 36. The one you show is at Albuquerque, N, Mex. Where 
are the other 35 located ¢ 

Mr. D. D. Tuomas. Yes, sir. I think I can quote them by memory 
but I will read them directly. 

Mr. Tuomas. This is all part of your big Bureau of Traffic Man- 
agement ? 

Mr. D. D. TuHomas. Yes, sir. Albuquerque, N. Mex. 

Mr. Tuomas. Air Traffic Management. That is not a different 
bureau, is it ? 

Mr. D. D. Tuomas. We have Bureau of Air Traffic Management and 
the Bureau of Facilities and Materiel. One supplies the materials and 
maintains them and the other operates them. 

Mr. Tuomas. Are you combining two Bureaus when you say the 
Bureau of Facilities and Materiel / 

Mr. D. D. Tuomas. No, sir. That is one Bureau and the Bureau of 
Air Traffic Management is a separate one. 

Air Traflic Management is the operating Bureau. Bureau of Facili- 
ties and Materiel is the equipment Bureau. 

Mr. Tuomas. Whereabouts are the other 35? 

Mr. Qugsapa. Albuquerque, N. Mex. 

Mr. Tuomas. Are they approximately the same size, 209 to 210 
people ¢ 

Mr. D. D. Tuomas. No. Albuquerque was selected because it is 
average in size. 

They range from a very low figure of 38 people in San Juan to a 
high of 474 in New York. 

Mr. Tuomas. What is the function of these centers ? 

Supply that information for the record. 

(The information requested follows :) 

Air traffic control centers provide for the safe and orderly flow of instrument 
flight rule air traffic by controlling lateral, longitudinal, and vertical separation 
between aircraft operating in extensive geographical areas. The locations of 
the 36 centers are as follows: 


Alaska : 

I i ae Merrill Field. 

I ime International Airport. 
ee Sky Harbor Airport. 
California : 

pee 5 a ee ee ld. International Airport. 

I A a etietes Municipal Airport. 
I  bergibeerers . Stapleton Field. 
District of Columbia, Washington___~_ _. National Airport. 
Florida : 

PROTEIN sed cailde cig Susie ee Imeson Airport. 

PN Ast es eri at hse enceioenete International Airport. 
eet enerniien Municipal Airport. 
Hawaii, Oahu, Honolulu________------- Honolulu Airport. 
Dilinois, Chhicdgos itl ke _.... Midway Airport. 
Indiana, Indianapolis_______-___~_~- _ Weir-Cook Airport. 
Louisiana, New Orleans.._._.._-----~- Municipal Airport. 
Mariana Islands, Guam-_-_-_-__--------. Andersen Air Force Base. 
Massachusetts, Boston______--__----~- _ Logan International Airport. 
Pt Seen. eo ae Wayne County Airport. 
Minnesota, Minneapolis_.__._._...____._.._.. Minneapolis-St. Paul Airport. 
Missouri : 

I i i eeepc Municipal Airport. 

Re RS ST I SPR Ee Bo) Lambert-St. Louis Airport. 


Montana, Great Falls__._...----------. Municipal Airport. 


i 
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New Jersey, Atlantic City__._._._______. 
New Mexico, Albuquerque_____________ 
Now 1. Orn; Jamaica) oe 
CGiwe }Clevelandoiusoss. ce ee. 
Pennsylvania, Pittsburgh 
Puerto Rico, San Juan_.....__....____ 
Tennessee, Memphis............._.___ 
Texas: 

Br eee. 3) esti is lie 


Utah, Salt Lake City_....._.......____. 
Virginia, Norfolk_..._.......___.______ 
Wake Island 


Municipal Airport. 

Kirtland Air Force Base. 

New York International Airport. 
Cleveland-Hopkins Airport. 
Greater Pittsburgh Airport. 

Isla Verde Airport. 

Municipal Airport. 


International Airport. 
Meacham Field. 
International Airport. 
Municipal Airport No. 1. 
Municipal Airport. 
Wake Airport. 


Seattle-Tacoma Airport. 
Fairchild Air Force Base. 


Mr. Tuomas. What is the function of this group 

Mr. D. D. Tuomas. Air traffic control centers are those facilities 
which provide for the protection or the clearance of aircraft operat- 
ing on instrument flight plans within the continental United States 
or within U.S. territory. 

Mr. Tuomas. Where is the one for Washington ? 

Mr. D. D. THomas. At the airport. 

Mr. Tuomas. What is the jurisdiction of it? 

Mr. Quesapa. It would run almost to Philadelphia, south of Phila- 
delphia. 

It runs into North Carolina and West Virginia. 

Mr. Tuomas. How many States does it cover ? 

Mr. D. D. Tuomas. It would be parts of about seven States includ- 
ing the District of Columbia. We have 35 centers covering the United 
States. Some of them are very small in area, such as Pittsburgh, and 
some in the western parts cover large areas and many States. 

Mr. Tuomas. What States does the one in New York cover? 

Mr. D. D. Tuomas. New York itself, part of New Jersey, part of 
Delaware, parts of Pennsylvania, and some of Connecticut and 
Maryland. 


DESCRIPTION OF AN INSTRUMENT TYPE FLIGHT PLAN 


Mr. Tuomas. When a plane takes off describe to us what happens 
in the way of control. It takes off from Washington Airport, for 
example. : 

Mr. D. D. Tuomas. An airplane taking off from Washington going 
to New York, on an instrument type flight plan, would file in ad- 
vance a flight plan giving certain. minimum information—type of 
aircraft, route of flight, altitude, cruising air speed, radio equipment, 
amount. of fuel, and other pertinent. information. , 

The air route traffic controller. The center would compare this 
with other traffic that-it had either existing or planned. 

The controller would select for it a route of flight which is suit- 
able, and an altitude which is suitable. It would advise the control 
tower 

Mr. Tuomas. The local control tower? ; 

Mr. D. D. Tuomas. Yes. If you start from Washington you advise 
the local control tower. ete 

Mr. Tuomas. Under whose jurisdiction is he when he starts out? 
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Mr. D. D. THomas. The route of flight for instruments is the cen- 
ter’s responsibility at all times. The center in turn delegates part 
of this authority to the towers for local flights around the airport, 
but the man cannot leave the airport until he has a clearance from 
the air route traffic control center. 

This clearance is given to the tower. 

The towers read this to the pilot and combines it with his own 
special instructions for takeoff, right turns, left turns, or radar in- 
struction, and the aircraft proceeds on its way. 

Mr. Tuomas. For what distance is he under control of the local 
tower? 

Mr. D. D. Tuomas. This varies. At Washington he would start 
from the tower and be under the control of the local radar when he 
passed over certain checkpoints which might be either Riverdale or 
Springfield. At such checkpoints, there would be a radar handoff from 
the tower to the center radar and the center would pick him up. 
These are well marked for each route of flight. 

Mr. Tuomas. That is 12, 15, or 20 miles? 

Mr. D. D. THomas. Yes; or less. 

Mr. Tuomas. These people are on duty 24 hours a day? 
Mr. D. D. Toomas. Yes. 


AIR TRAFFIC COMMUNICATIONS STATIONS 


Mr. Tuomas. Air traffic communications station is next. You 
list one at Utica, N.Y., 10 people. 

You have 345 stations in all. 

What is this? 

Relay air traffic control information between pilots and control units, pro- 
vide weather data, and other flight assistance to pilots. 
What does that mean ? 

Mr. D. D. THomas. We have two principal functions in the air 
traffic communications stations. One principal function has to do 
with the handling of the weather teletype, weather collection and dis- 
semination. We are the communications agency for the Weather 
Bureau. We have a rather large network which interconnects all of 
these airports for the hourly weather observations and for the synop- 
tic weather observations and some of the summaries. 

Mr. Tuomas. When the air traffic control center wants to talk 
with X plane, does he go through this communications center? 

Mr. D. D. Tuomas. He may or may not, sir. 

We have two fundamental air-ground communications systems. 
One basic system is within the air traffic center itself, where the con- 
troller can talk directly to the pilot. 

The other basic system is that provided through the communica- 
tions stations. These are fundamentally talking to the VFR pilot 
or an IFR one operating on an instrument flight rule plan which for 
some reason cannot communicate with us at the center, such as not 
having adequate equipment in his airplane. 

We provide weather information notices to airmen, such as airport 
conditions—flash advices on changes in weather—and other conditions 
of interest to the general public. We broadcast weather and gen- 
erally provide a service to the pilot that is not directly related to 
air traffic control. The control is at the center. 
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Mr. Tuomas. You have 7,260 people at the 36 control centers for 
1960. You want to step it up to 7,646 for 1961. Are you adding new 
control centers ? 

Mr. D. D. Tuomas. Yes, sir. This is divided in three ways. We 
would like to add 71 positions for increased workload within the fa- 
cilities we have now. We have made a case-by-case study to deter- 
mine this need. 

We would like to add 208 positions for long-range radar which is 
being installed in these centers and there are 80 positions required 
for the computers. These business-machine-type computers do cer- 
tain calculations for controllers. 

An additional 27 positions includes 25 for one new center at Balboa, 
and 2 to take care of new workload at Wake Island in lieu of estab- 
lishing a new center at Kwajalein. 

Mr. Tuomas. How many personnel for the two new centers? 

Mr. D. D. Tuomas. Twenty-seven. Twenty-five at Balboa and two 
at Wake Island. 


OPERATION OF COMMUNICATION STATIONS 


Mr. Tuomas. How essential is this communication service where 
you have 345 stations ? 

" Mr. D. D, Tuomas. I think it is the backbone of the general avia- 
tion, military, and weather network. Without this we would have—— 

Mr. Tuomas. The control centers also have this communication 
facility ? 

Mr. D. D. Tuomas. The communication facility in the center is for 
communication between the pilot and the controller for control in- 
structions to fly higher, lower, and so forth. 

Mr. Tuomas. No more? 

Mr. D. D. Tuomas. That is right. The station communications 
services are for flight plans and principally the passing of other in- 
formation back and forth. This is where all our weather information 
is exchanged. 

The air-ground is to provide all the other communications services 
that a pilot might need in connection with his flight. 

Mr. Tuomas. How much additional equipment is involved? How 
much additional outlay do you have for that little extra information 
that is given to him in flight after he has his instructions? 

Mr. D. D. Tuomas. We are talking to two different types of com- 
munications with two classes of pilots. 

If we think of the air carrier, none. He gets it on the ground. He 
gets most of it from his dispatcher. He is primarily interested in 
control messages. 

If we talk about the general aviation pilot, we have a very large 
volume of communication because he wants weather ahead, he wants 
to get information on landing conditions, search and rescue infor- 
mation. 

Mr. Tuomas. If he is flying on instruments he has no contact with 
the control center ¢ 
_ Mr. D. D. Tuomas. No, sir. If he is on instruments his contact 
is solely with the control center. 

If not on instruments his contact is solely with the other system. 

Mr. Tuomas. That is what I mean, not on instruments. 
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Mr. Quesapa. This is designed to take part of the load off the con- 
trol center. 

Mr. Tuomas. Could those functions be combined? Would it not 
be less confusing as a safety matter! Perhaps it might be safer to 
have all the information coming from one source. Is that. possible? 

Mr. D. D. Tuomas. We are adding 5 additional megacycles of fre- 
quencies now to get the additional channels to take care of the existing 
load available. 

There is no one single communications channel which could hear 
everything. We have to divide it among different channels. 

This takes different people to operate them. 

Mr. Tuomas. Is this an average of about 10 people in each of these 
offices out of the 345 ? 

Mr. D. D. THomas. That is an average. 

Mr. Tuomas, That is on a basis of 24 hours. That means three 
people on duty at a time? 

Mr. D. D. Tuomas. No, sir; it takes five people to operate any posi- 
tion on a 24-hour basis. 

Mr. Tuomas. How far are these communications centers apart? 
You must have patterns with respect to distance. You say you are 
getting long-range radar. How far will it go? 

Mr. D. D. Tuomas. In general long-range radar would see a large 
target at a maximum of 200 to 250 miles. 

This is a large target and not a usable range because many of the 
targets are smaller. 

Mr. Tuomas. What is the distance of your present equipment? 
What is your present range ? 

Mr. Quesapa. ASR will go about 200 miles. We are using it fora 
lesser distance. 

Mr. Tuomas. What is the average distance bet ween these stations? 
You have none further apart than 250 miles, do you? 

Mr. D. D. THomas. No, sir; they are much less because we are deal- 
ing with line of sight and we are trying to cover the volume of air- 
space down to—— 

Mr. Tuomas. What is the average distance bet ween the stations? 

Mr. D. D. Tuomas. We try not to have them more than 90 miles 
apart and some are 40 or 50 miles apart. 

For example, we have stations at Baltimore, Washington, and 
Richmond. 

Mr. Tuomas. A man flying by sight is in constant communication 
with these centers ? 

Mr. Qursapa. By VFR, yes, sir. He is not required to maintain 
constant communication. 

Mr. Tuomas. If he wants help that is the place to get it? 

Mr. D. D. Tuomas. If he wants help he will be in constant com- 
munication with them, sir. 

Mr. Qursapa. He has a choice of communicating with it if he is on 
VFR. We encourage him to do so to help the IFR traffic. 


REGIONAL HEADQUARTERS 


Mr. Tuomas. We have seven regional headquarters. Is it six or 
seven? You have five in continental United States and one in Alaska 
and one in Hawaii. 
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Mr. Dean. Four in the 48 States, sir. 

Mr. Tuomas. Making a total of six? 

Mr. Dean. That is right. 

Mr. Tuomas. Is this an average, about 638 people this year in the 
Fort Worth office and you want to increase it to 706? That gives you 
a stepped up rate of 435 or 440 people. 

Mr. Dean. That is correct. 

Mr. THomas. What will they do? 

Mr. Dean. The regional office is the focal point of virtually all of 
the geographical efforts of the Agency. 

We have there a regional manager, a deputy regional manager, and 
major divisions which carry out under the instructions of the Wash- 
ington Bureaus the entire activity of surveillance of regional work. 
This includes the activities of the Facilities and Materiel Bureau, the 
Bureau of Flight Standards, and the Bureau of Air Traffic Manage- 
ment. Also included are our service and supporting functions such 
as the management services, administrative services, personnel activi- 
ties, a small legal group, and a smal] civil air surgeon’s group. This 
isthe major geographical breakdown of the Agency. 

Mr. Tuomas. Off the record. 

(Discussion held off the record. ) 

Mr. Dean. Within a given region the people in the Air Traffic 
Management division, for example, are the ones who on instructions 
from the Bureau headquarters in Washington are assuring that the 
centers, towers, and communications stations are adequately perform- 
ing their functions. 

Mr. THomas. How many air-control centers are under the juris- 
diction of the Fort Worth office and how many communications 
centers are—— 

Mr. D. D. Tuomas. I can approximate it for you. There are nine 
centers. 

Mr. Toomas. Divide that by 36? 

Mr. D. D. TrHomas. No, sir; because Fort Worth is the largest 
geographical area we have, one of the largest. It has Memphis, San 
Juan, Miami, Jacksonville, Atlanta, San Antonio, Fort Worth, 
E] Paso, and New Orleans. 

Mr. THomas. What is the office going to do over these control 
towers and these communications systems? What is to be done in 
that regard ¢ 

Mr. D. D. THomas. Insofar as the air traffic management part of 
it is concerned there are some 90 people in the Fort Worth office. 

Mr. Tuomas. What do they do? 

Mr. D. D. THomas. A small share of them—— 

Mr. THomas. I will not depend on those 90 people in that office 
next time I get in the plane. 

I will still stick by the air control boys and the communications 
centers. 

ALLOCATION OF AIRSPACE 


Mr. D. D. Tuomas. We hope some of the 90 people are important 
to your trip. Part of them have to do with the allocation of airspace, 
restricted areas, procedures used, and so on. 

Mr. Tuomas. They give that information to the control towers? 

Mr. Qussapa. They help us carve out the airspace and allocate it. 
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Mr. Tuomas. Is that on a daily basis, hourly basis? 
Mr. D. D. Tuomas. It is continuing. Believe me, sir, there is a 
great deal of work to be done in the study of airspace. 

Mr. Tuomas. Is that information coming to Washington and you 
send it to the air-control centers? 

Mr. Qursapa. The control and allocation of airspace does not really 
have an immediate effect on the people who are in our centers and 
towers. 

The control and allocation of airspace is something which is reached 
by negotiation through attempting to satisfy the needs of many in 
balancing the equities. 

Mr. Tuomas. You mean the private lines, airlines, and so on! 

Mr. Qursapa. They all want all of the airspace. 

Mr. Tuomas. When you make an agreement with one you do not 
change it, do you! 

Mr. Quesapa. We do not make agreements, but we consider their 
requirements, Then we eventually write a rule that an area bounded 
by several points is a restricted area. 

We may also write a rule and say that an airway exists between 
two identified points and put it on the chart. 

Until that is rescinded it is the rule. This is what we mean by 
the use and allocation of airspace. 

It results in the writing of rules, operating procedures, and so on. 

Mr. Tuomas. Is there not a dovetailing of individual] plans? 

Mr. D. D. Tuomas. Each one looks at its own geographical area, 
which is quite large. We obviously do not want the airways to miss 
each other at the boundaries. 

Mr. Tuomas. You want him to turn? 

Mr. D. D. THomas. Or continue straight on. It takes some overall 
planning. 

A great deal of the work has to be done on site. For example, we 
go to the military bases and find out precisely what they are doing. 
A great deal of the knowledge can be done locally only. 

It is all tied together in Washington. The final rules are written 
and published here in Washington. We do need regional people. 
They are not all supervising—only a part of the 90. They are not 
supervising any actions on your trip, but they have had some influence 
on how your trip might be made. 

Another part of them deal with procedures. These are localized 
procedures. We publish standards of national procedures here in 
Washington in manuals, but regions have to make individual applica- 
tions to them. 

Mr. Tuomas. In the four regional offices in the United States you 
have how many people? 

Mr. D. D. Tuomas. Air traffic contro] and six regional offices have 
500 approximately. 

Mr. Pytex. 800. 

Mr. D. D. Tuomas. I am sorry, 800. 

Mr. Qursapa. To give you an example of the complexity of this 
problem 





Mr. Tuomas. If you have to change this thing more or less on a 
day-to-day basis and study it on a day-to-day basis looking toward 
an application for a change I ean understand the reason for the tre- 
mendous personnel load. 
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How often do you change these plans and specifications, so to speak ? 

Mr. D. D. THomas. Since May we have had 800 proposals or plans 
dealing with the airspace to be changed. This is national. 

Mr. THomas. Since when ? 

Mr. D. D. Tuomas. Since May. This is when FAA changed air- 
space procedures and that is why my statistics go back to this month. 

We have actually issued rules governing about 270 cases. These 
have to do with changes in the airways which are changing rapidly. 
The new jets are coming in and they are creating rapid changes. 

The military program is also changing rapidly. 

We have 40,000 air traffic control procedures in. existence. 

Every time a new runway is built, every time a new facility has 
gone in, and in this program we are getting many new facilities, FAA 
has to redefine the airways and facilities. 

Every time a new radar goes in we have to study and redefine juris- 
diction as to where the handoff will be between the tower and the 
center. 

Every time we add new communications equipment it is necessary 
to redefine how to use it. 

Mr. Tuomas. An old one will go 80 miles and a new one will go 120. 
That will not take much time to figure, will it? 

Mr. D. D. Tuomas. No, sir, but it takes some time to be certain that 
only one controller has control of the aircraft at one time. 

If we move it only from 80 to 82 miles we want to be sure that 
both controllers and the pilot understand when that change is made 
and who has jurisdiction. 

This does take some study. 

Mr. Trromas. What is the rest of the personnel load doing in the 
regional office ¢ 

Mr. Quesapa. Let me give you an example. As we indicated be- 
fore, the agency has inherited the responsibility for regulating the 
use and allocation of airspace from all other agencies that had it. 

Heretofore there were 260 restricted areas and about 17 prohibited 
areas which were just cluttering up the use of the airspace of the 
United States. This was generated by the simple fact that anybody 
who wanted it, to exaggerate my point, could in fact create it. It 
resulted in chaos. 

Obviously, more and more people want more and more restricted 
area devoted specifically to themselves. This is human nature. 

Mr. Tuomas. How do you separate the military from the civilian in 
this field ¢ 

Mr. Qursapa. Let me finish the restricted area if I may, Mr. Chair- 
man. 

Mr. Tuomas. All right. 

Mr. Qursapa. We have required everybody who has heretofore 
asked for and had obtained a restricted area to justify the reason for 
it. Every single person, every single group, who had this had to 
justify it. 

We had to review it, and in many cases the amount of restricted 
area had rapidly gone up. For the first time in history of the United 
States it has gone down. 

Mr. Tuomas. What was the figure ? 

Mr. Qursapa. 260. 
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Mr. Tuomas. All military installations, atomic energy installa- 
tions? 

Mr. Qursapa. Department of Agriculture—everybody. 

Mr. D. D. Tuomas. Interior. 

Mr. Qursapa. We have freed how much? 

Mr. D. D. Toomas. Nearly 11,200 square miles of restricted area, 

Mr. Qugsapa. This is the type of thing we are confronted with. 

Mr. Tuomas. We havea good clear record here. 

What do the other personnel in the district office do? You have 
covered 90 of them. 

Mr. D. D. THomas. That concludes the Bureau of Air Traffic Man- 
agement. 

All the other bureaus have equal numbers of people, and then our 
personnel 





DIVISION OF SPACE BETWEEN MILITARY AND CIVILIAN USERS 


Mr. Tuomas. While we are on this subject, to save time later, ex- 
plain what has been done and what remains to be done in your division 
of space between the military and civilian. 

Mr. Quesapa. Our objective is to make the airspace available to all 
at alltimes. This is our eventual objective. 

Upon the integration of our system and the air defense system we 
think this can be achieved. This is the most efficient. w: ay to manage 
the airspace. 

If we could accomplish this with reasonable safety to all, then the 
airspace would be best utilized. 

Between now and the time we can do that, which can come about 
only with the success of our R. & D. program, we have to apply limita- 
tions. 

There are certain areas, to get to the core of your question, which 
we have designated as jet routes. We have designated quite a large 
number of high altitude jet routes. 

Mr. THomas. Above 25,000 feet ? 

Mr. Quesapa. There are 25,000 miles of them. The altitude is 24,- 
000 to 39,000 feet, inclusive. 

Mr. Tuomas. Do you permit civilian planes to get into that alti- 
tude ? 

Mr. Quesapa. We do. The military planes cannot get into them 
without prior clearance. 

As fast as the jet service comes into being, first they put it in from 
Los Angeles to New York. We put in one of those routes. 

Pretty soon there was a jet operation from New York to Miami. 
We put in the service. 

We put our service in as fast as the airline service is broadened. On 
these routes we track, for all practical purposes from takeoff to touch- 
down, the civil airline and give him advisory service. 

In effect what we do is to weave him in and out of all other traffic 
because we can see him—by radar, admittedly. 

This has brought to them what I think to be a very, very significant 
source of comfort and safety. 

Mr. Tuomas. You have a plane under constant control, then? 

Mr. Quesapa. Yes, most of the time it is under constant observa- 
tion. 
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There is one area, out in the Rocky Mountain area, sir, where there 
is no radar surveillance. It just does not exist. 

Then we have to resort to the old antiquated procedure of separa- 
tion by time. 

This has been brought about by the willingness of the Military 
Establishment to let us use their radar equipments. We are using 
38 military radar sites today without any cost to anybody other than 
our putting our controllers in them. 

Mr. Tuomas. Are those 38 operated by military or civilian person- 
nel ? 

Mr. Quesapa. The equipment is operated by the military, but we 
put our controller 

Mr. Tuomas. Military or civilian personnel ? 

Mr. Quesapa. Military, sir. 

In those cases where we are controlling civil air traffic we put our 
personnel to look at the tube and talk to the aircraft. 

On occasion they help us out. 

Mr. Tuomas. The reason I asked you that question twice is this: 
We were told on the floor last year that those radars were operated 
with civilians and you paid the cost. 

We insisted they were still operated by the military and their pay 
came from military pay and allowances. 

Mr. Quesapa. I think that is the case. I know the Military Estab- 
lishment has considered doing this by contract. As far as I know they 
never have. 

Mr. Tuomas. How many of the military radar stations have you 
taken over and are you operating? Are there any? 

Mr. Quesapa. No,sir. We have not taken any. 

Mr. Prize. Not long range. Approach control] facilities we have. 

Mr. Tuomas. How many and what is the personnel load engaged in 
that operation ? 

Mr. D. D. Tuomas. In connection with the short-range radar, air- 
port radar, we are now operating 24 military radar. 

Mr. THomas. What is the personnel load ? 

Mr. D. D. Tuomas. On the average it would be about 35. 

Mr. Tuomas. Thirty-five per station ? 

Mr. D. D. Tuomas. Yes, sir, and about 15 maintenance people. It 
would be roughly 50. 

Mr. Tromas. About 900 people. 

Mr. Pyte. About 1,200. 

Mr. Tuomas. When did you first staff those ? 

Mr. Qursapa. This has been a continuing program over the past 3 
years, sir. 

Mr. THomas. You mean your predecessor already has done that? 

Mr. D. D. Tuomas. To make real sure we understand the two pro- 
grams, the program that Mr. Quesada just explained was a long-range 
program which had not been done by the predecessor. 

Mr. Tomas. We are talking about actually taking over. 

Mr. Qursapa. Short-range radar. 

Mr. D.D. Tomas. With the short-range radar we are at those loca- 
tions where the CAA and the FAA had the responsibility for the 


one of instrument traffic and the military had the facilities to 
0 SO. 
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We had started a program for the taking over of some of those, 
This program has been expanded. 

The first year we took over three or four. We are now up to 
about 24. Ultimately there will be 54 in the program. 

Mr. Tuomas. That is not included in this year’s budget? 

Mr. D. D. Tuomas. The operation is included in this year’s budget; 
yes, sir. 

Mr. Tuomas. For 400? 

Mr. D. D. THomas. No, sir. 

Mr. Trrrrts. This is really a very fine program, Mr. Thomas. 

The 38 which Mr. Quesada speaks of is new and an expansion on 
earlier programs. You have reference to those 38 long-range, high- 
altitude airways. 

Mr. Tuomas. When do you think you will take them over? 

Mr. Quesapa. We will never take them over. 

Mr. Toomas. Never? 

Mr. Qursapa. No, sir. 

Mr. Trrrets. There is a certain section of this budget where we 
show 34 military terminal approach radar that we will operate, 

Mr. THomas. You have already taken those over? 

Mr. Trprets. Yes, sir. 

Mr. Tuomas. And, it takes about 1,200 people to man them ? 

Mr. Trerets. I think that is high. 

Then, there is a third program which I think you really have ref- 
erence to, and that is of our presently authorized 67 long-range radars 
which are used by FAA transition terminal centers of these we will 
be receiving data from 24 additional military radars. Cumulatively 
then, right now we are programing the output of 96 military radars, 
long range, terminal approach and traffic center use. 

Mr. Tuomas. From an air control point of view, are you having 
any severe headaches brought about by conflicts in patterns between 
the military and the civilian ? 

Mr. D. D. Tomas. Sir, the FAA has the authority—unique and 
absolute as far as I can see—for the control of the air space. 

Mr. Tuomas. There is no argument about that. 

Mr. Quesapa. And they do not argue about it, either, sir. 

Mr. D. D. Tomas. Any headaches we have are our own fault. 
We are resolving the allocation of air space and routes. These two 
things, more or less, form the pattern, and by exercising control 
over the individual aircraft we have no problems that cannot be 
solved by time and effort. I do not know of any policy problems, 
any arguments or anything of this type. 

Mr. Tuomas. Are all military airplanes under surveillance all the 
time? 

Mr. D. D. THomas. No, sir. 

Mr. Tromas. Are they under control ? 

Mr. D. D. THomas. No, sir. 


GENERAL AIR TRAFFIC RULES UNDER WHICH AIRCRAFT OPERATES 


Mr. Tuomas. What instructions do they have which prevents a 
collision between them and a civilian plane ? 

Mr. D. D. Tuomas. All aircraft, whether military or civil, operate 
under one of two generalized air traffic rules. The first is operating 
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under visual flight rules and they operate under the rule of “see and 
beseen.” But thisis the pilot’s responsibility. 

The second is where they are controlled from the ground. It does 
not matter whether it is military or civil. Pilots can elect which rules 
he will operate under. 

It is our objective, and goal, to gain the capability to impose the 
instrument flight rules on all the traffic at high altitudes as rapidly 
as we can do so. This is where the great problem comes, and the 
rule of “see-and be seen” becomes rather uncertain due to the high 
closure speeds. We do not think this should go all the way down to 
the ground as it would include many small airplanes that do not need 
it, due to their slow speed. It would be uneconomical and unnecessary 
to attempt to provide this service to them. 

In order to meet this problem head on, two tests of capacity will 
start this year. One is in the Chicago-Indianapolis area where we will 
put everything under positive control to test the capacity of the 
manual system. We know the procedures. 

The other is to use the SAGE equipments to also see what we can 
do with the automation that SAGE and its equipments will bring 
to us. 

This is where we are and the direction headed in order to provide 
this service. 

The problem today is this: There is not enough system capacity to 
give it to everybody on a demand basis. 

Mr. Quesapa. There is one point which must be made clear: It has 
been indicated that the pilot has his choice of going VFR and “see 
and be seen,” and IFR, and enjoy the protection we can give him by 
separation. However, the pilot of any aircraft—military or civil— 
privately owned or commercial—has no choice but to use the IFR 
procedure if he goes into moisture-laden air, meaning clouds or fog, 
or goes into an area where his visibility is limited. He ‘has to, and 
it does not matter which he is—civil or military. 

Mr. D. D. Tuomas. I think I might add 

Mr. Tuomas. Then, he gets directions from the ground ? 

Mr. D. D. Tomas. From the control centers, and then we provide 
him with separation from all other aircraft, which is a very dif- 
ficult taslk. 

Mr. Tuomas. The problem has certainly been improved upon. You 
have made a lot of progress in this field of operation where the pilot 
is helpless. 

Mr. D. D. Toomas. We have made tremendous progress. 

Mr. Tuomas. Then, he is under the control of the ground station 
and ‘he is separated from other planes in the area, and he is quite 
safe regardless of whether he is military or civilian ? 

Mr. D. D. Tuomas. That is correct. But, I want to make it clear, 
Mr. Chairman, that some of this progress must be attributed to the 
military services who, like us, use our radar and every jet route that is 
now established, as far as I know, has this service. 

Mr. Tuomas. That is quite an accomplishment for your Agency. 

Mr. Quesapa. Yes, sir; it is. 

Mr. THomas. You have saved a lot of money and it has brought 
about more efficiency. 

Mr. Quesapa. Yes, sir. 
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Mr. THomas. You have given us the figures on your regional 
bureaus. . 
With reference to air control, what is their function ? 
Mr. Dean. Each of our major bureaus has an activity in the region, 
The Bureau of Facilities and Materiel, the Bureau of Flight Stand- 
ards, and so forth. . 


FACILITIES AND MATERIEL FUNCTIONS IN FORT WORTH 


Mr. Tuomas. How many people do you have, Mr. Tippets, in your 
Bureau at Fort Worth, sir? 

You still have Standards work, I believe. 

Mr. Trerets. About 400. I would like to describe my function to 
you. In our Bureau we administer the establishment of the air 
navigation facilities program. This includes the acquisition and 
the installation of the facilities. 

Mr. Tuomas. Yes; and there are 400 of them. 

Mr. Trerets. They are not all for that program; no, sir. That is 
one of our major programs. 

The second major program is the maintenance of this system 
which now has some 4,300 major facilities, and 6,000 ancillary equip- 
ments, or about 10,000 facilities that operate on a 24-hour-a-day basis 
throughout our six regions. 

Mr. THomas. Confine your observations to your operations at Fort 
Worth. What do they do? I assume when you describe the function 
of the Fort Worth office that will cover the other six ? 

Mr, Tirerers. They are administering four major programs. 

Mr. Tuomas. You have facilities there for management, equipment 
and installation ? 

Mr. Tirrets. Yes, sir. Also we have the Federal aid-to-airports 
program, and we also are in the final stages of organizing the supply 
and the materiel and the logistics program. 

Mr. Tuomas. But I am now talking about the 400 people at Fort 
Worth. 

Mr. Trerets. Mr. Thomas, I will have to give you that later for 
the record. 

Mr. Tuomas. It sounds like you have a young army down there. 

Mr. Trerets. We have a large and a very big job to be done. 

Mr. Tuomas. The biggest part of it is in the maintenance; is it not! 

Mr. Trerers. Yes, sir; maintenance is part of it, as well as the 
establishment—acquisition and installation part of it. 

Mr. Tuomas. You do not acquire this down there, do you? You 
do that up here? 

Mr. Trerets. They install equipments there, sir. 

Mr. Tuomas. You do the buying up here; do you not? 

Mr. Trerets. Yes, sir; but they install them. 

Mr. Tuomas. You get them out of your Oklahoma City office? 

Mr. Treretrs. That is right, and they contract for the construction 
and they see that the installation of equipment is carried out. 

Mr. Tuomas. And then they maintain them ? 

Mr. Trerets. Yes, sir. 

Mr. Tuomas. Please break down your 400 people and what activi- 
ties they are engaged in. 
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Mr. Tiprers. I would like to do that in a precise way; sir. They 
are pretty evenly divided. We also have the Federal aid-to-airport 
program. 

Mr. THomas. How many people are in that Division ? 

Mr. Trerets. About 30 in the regional headquarters. We also have 
the supply and the procurement program as well as the contracting 
offices and the people who let the contracts and who supervise the con- 
tractual relations, management and that type of work. 

Mr. Tuomas. I am assuming, as I repeated before, that this is the 
pattern followed in each one of your regional offices? 


FLIGHT STANDARDS FUNCTIONS IN FORT WORTH 


Mr. Dean. With very few exceptions, that is true. 

We also have our Bureau of Flight Standards which has safety 
functions—safety regulation, flight inspection of facilities, and air- 
craft maintenance. 

Mr. Tuomas. Who has that ? 

Mr. Dean. This isthe Bureau of Flight Standards and Mr. Putnam 
can speak to that. 

Mr. Tuomas. How many people do you have at Fort Worth under 
your flight standards program? What do they do? 

Mr. Purnam. I cannot tell you that in regard to the regional of- 
fice, except in this case we have a division chief, a branch chief, and 
so forth. 

There are three division chiefs and eight branches at Forth Worth. 

Mr. Tuomas. How many people are there approximately ? 

Mr. Harper. A little less than 100, sir. 

Mr. Pyxe. We will have to furnish a breakdown on that for the 
record. 

(The information referred to follows :) 


Positions in Fort Worth regional headquarters flight standards program 
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Mr. Tuomas. Briefly, what do they do? Please summarize their 
activities. 

Mr. Pornam. We certificate manufacturing production, the air- 
worthiness of aircraft, and we certificate airmen of all categories. We 
certificate and maintain surveillance over the air carrier operation. 

Mr. Tuomas. You mean you give them the physical examinations 
right there ? 

Mr. Putnam. Yes, sir. 

Mr. Quesapa. He misunderstood your question. He does not give 
the hysical examinations. 

Mr. Putnam. No; we do not give the physical examinations. We 
give the airmen competence examinations. 

Mr. Tuomas. But you do certificate the plane right there? 
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Mr. Putnam. Yes, sir. 
Mr. QuUESADA. He does if it is manufactured in that geographical 
area ; that is correct. 

Mr. Tuomas. You mean it is the source rather than the. area where 
the plane is located which is certificated ¢ 

r.Purnam. Yes, sir. 

Mr. Evins. What about the Chance V ought planes ? 

Mr. Quesapa. If, for instance, Chance V ought had an airplane that 
requires certification, it would be done in the Fort Worth area. 

Mr. Tuomas. In other words, you do not examine the plane itself? 
You send it back to the area where it was made / 

Mr. Putnam. No, sir; when the airplane comes out of the factory 
it is mspected originally. In other words, we have inspectors in the 
field making inspections. 

Mr. Ques. aDA. Mr. Chairman, let me try to explain what might well 
happen in Fort Worth, and I am using this cay as a method of ex- 
plaining it. 

It does happen there, but it happens in the other regions as well. 

Let us use the Chance Vought Aircraft Co. and assume that it 
decides to make a commercial airplane which is to be sold in com- 
merce and used by the public. It is to the public’s interest that the 
Chance Vought Co. be required'to maintain a reasénable»standard 
which protects the public. Now, with that in mind, as soon as the 
Chance Vought Aircraft Co. begins this production, our engineers 
go in and work with them to give them assurance that he is not 
developing an airplane that cannot be certificated or that we will say 
is not airworthy. It is not reasonable for us to let him go ahead 
with the development of this airplane and after he has put $200 
million into it have us come along and say “You should not have 
done that.” That would be unfair. 

Mr. THomas. How many people do you have in the Fort Worth 
office that are engaged in certificating airplanes and how many certifi- 

cates did they issue in 1959? 

That should constitute a complete year. 

Mr. Qursapa. The amount of certification that takes place at Fort 
Worth is less than in other areas. 

How many people are engaged in the process of certificating air- 
planes ? 

Mr. Putnam. We have 88 total. 

Mr. Quesapa. Have you any idea how many airplanes have been 
certificated in the Fort Worth geographical area in 19594 

Mr. Purnam. Not now. We have a statistical study which I can 
get for you. However, I would judge in the neighborhood of 400 
or 500 civil aircraft, mostly small aircraft manufactured in the 
Fort Worth area 

Mr. Pyte. Aircraft produced and certificated ? 

Mr. Putnam. We have a figure of about 200 a year for Mooney 
Aircraft at Kerrville, Tex., alone. 

Mr. Tuomas. Certainly, you do not need 88 people to certificate 400 
or 500 airplanes in a year ? 

Mr. Pornam. Yes, sir; because there is a great deal of aircraft 
modification work which is also done, particularly in the Miami 
area, and in various places throughout the second region—not in Fort 
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Worth proper, but in the region under the supervision of Fort-Worth. 
There is.a very large aircraft modification activity in that region. 
Mr. Tuomas. Do you have to certificate every modification or altera- 

tion which is made ? 

Mr. Putnam. Yes, sir; all major modifications must be inspected 
and approved. 

Mr. Tuomas. What is the difference between a major modification 
and a minor one ? 

In other words, where do you draw the line on a major modification ? 

Mr. Purnam. A major modification is any change to the airframe 
structure which will appreciably alter its flight characteristics or its 
performance. ; 

Mr. QuesapA. For instance, if Tom, Dick, or Harry had a Lock- 
heed Lodestar and he wished to mount engines in that airplane that 
had heretofore not been mounted in it, he would have to submit his 
drawings and his performance data to us for examination, and we 
would in due course give him approval or deny approval for the 
installation of that particular engine. 

Mr. Yates. How about your operations in the State of California? 

Mr. Qursapa. California is, perhaps, half of our whole total work- 
load. I do not know about this exactly. 

Mr. Putnam. We have about 120 people in California. However, 
when we have too much workload in one area, we transfer people 
temporarily from one region to another. 

Mr. Tuomas. What other activities do you have in your regional 
offices besides your certification work, procurement, maintenance of 
your facilities, and your air control work ? 

Does each one of these large Bureaus have a finger in the operations 
of your district offices? 

Mr. Pyte. In the regional offices, Mr. Chairman 

Mr. Tuomas. I mean in the regional offices. 

Mr. Pytx. Yes, sir; except for research and development. 

Mr. Dran. Each one of the Bureaus has its staff and we have now 
accounted for most of the staff at Fort Worth. I should stress that 
in the flight standards areas there are activities related to general 
safety, aircraft manufacture, and the surveillance of the perform- 
ance of air transport activities. 





AIRCRAFT CERTIFICATION 


Mr. Quesapa. Let me explain to the committee that after the air- 
plane is certificated and is declared to be airworthy, the company 
then can sell it to users. We have the continuing responsibility of 
assuring that the airplane remains airworthy. 

Let us focus this down a step lower: For instance, if Eastern Air- 
lines buys a Super-Constellation, we have to certify that this airplane 
is airworthy, but we have the continuing responsibility of assuring 
that the maintenance practices which are employed from day to day 
are such that the public is safe. 

So, we have our inspectors go in and see that there is an adequate 
level of maintenance. 

We have no objection if they exceed it, but they must at least live 
up to that level of maintenance. When we find that they do not live 
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up to that level of maintenance and, in fact have violated the rules 
that have been laid down, we then have the problem of correcting it, 

We can correct it by several ways: We can correct it by the levying 
of a civil penalty. We can fine them up to $1,000, and we often do, 
This is not unusual. We do it a lot, and I will tell you very frankly 
that we will fine them $1,000. If they do not pay it, then we have 
the burden of bringing them into court. The burden is entirely ours, 
We bring them to court and the Department of Justice takes. over 
this burden. The Government has the burden of proving them guilty, 
‘They are innocent until proven guilty. ; 

There is another course of action which we can take. If a particu- 
lar company has repeatedly violated civil air regulations and have 
demonstrated that they are not engaging in the practices which are 
necessary to protect the public interest, we can take action against 
their certificate. 

We can say to them, “Your certificate is hereby revoked.” How- 
ever, we have to have good and logical reasons to revoke it. 

Mr. Tuomas. Does the Agency issue certificates to manufacturers 
as well as for modifications which alter or change an airframe? 

Mr. Quesapa. Yes, sir; that is right. 

Mr. Tuomas. As well as all alterations? 

Mr. Quesapa. If it is a major alteration, they have to get our 
approval, 

Mr. Pyte. In other words, they have to get a supplementary type 
certificate. 

Mr. Tuomas. And every plane has to be inspected and certificated— 
every individual plane? 

Mr. Prue. Yes, sir. 

Mr. Yates. Do you approve every individual plane that comes off 
the assembly line ? 

Mr. Pye. No; I think that statement has to be corrected. A spe- 
cific airplane does have to be approved but a model gets its certificate, 

Mr. Toomas. We are talking about every individual airplane. 

Mr. Yares. Is every 707 which comes out of the factory approved 
by your Agency? Or is just the first one approved, as to airworthi- 
ness, and all subsequent replicas of that plane not approved? 

Mr. Putnam. In the case of the Boeing Co. we have a factory in- 
spector stationed there. He inspects and issues a certificate for each 
707 that comes off the assembly line. 

Mr. Tuomas. For every plane? 

Mr. Putnam. Yes, sir. 

Mr. Yates. This is true also on the Constellation ? 

Mr. Purnam. Yes, sir: in the major factories. We use a designee 
in many of the factories like, for instance, Cessna, Beechcraft, and 
Piner. 

Mr. Yarrs. When you say “a designee” what does that mean? 

Mr. Purnam. He is an individual appointed by the Agency to per- 
form the inspections in the name of the Agency. We do not have 
anvwhere near enough people to cover them all. 

Mr. Tromas. The question I asked was—and my understanding 
was that the answer was “yes”—that every individual plane must be 
certificated. 

Mr. Putnam. That is correct. 
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Mr. Osrerrac. It is not quite clear to. me about your’ certificate, 
When you certificate your plane, is that a certificate to the manu- 
facturer or to the candies’ 

Mr. Quesapa. That is a certificate to the manufacturer. 

Mr. Putnam. The manufacturer gets a “type” certificate for the 
basic model. The airworthiness certificate is issued to individual 
aircraft. 

Mr. Tuomas. Then, with réference to this maintenance require- 
ment and continued surveillance, all that is done by the airline itself 
rather than by anyone else ? 

Mr. Quesapa. That is done with the airline. 

Mr. THomas. So, you have two different sources; one with the manu- 
facturer, and one with the airline, or the operator ? 

Mr. Qursapa. That is substantially correct. We go right to the air- 
line maintenance facility to see that his mechanics are certificated and 
that they have had the proper instruction and are qualified to do the 
type of work in which they are engaged and, also, that they main- 
tain this standard on a daily basis. When we find that they have not, 
we do something about it. 

We went to one manufacturer—I will tell you very frankly, one 
airline, and we had a whole series of violations. This is not gratify- 
ing tous. As a matter of fact, it is embarrassing. I do not want to 
fine an airline $1,000, $1,000, $1,000, and $1,000 over and over again, 
because it suggests that we are failing to do our part. This is my 
concept of the regulation. We have been failing if this occurred. 
So, we went into the company and made a very thorough study and 
sent a team in to look at the whole inspection program, the whole 
maintenance program. Wetold the company in written form that they 
must make these changes and that they must indicate to us that they 
have made the changes. If they did not make the changes, they 
should expect an action against their certificate. We required an 
answer within so many days, and said they should not expect to have 
this date extended. That is exactly what we told them. 

Mr. Toomas. Good. 

Mr. Jonas. General, I will take this off the record. 

(Discussion off the record.) 


Arrport Trarric Controt Towers 


Mr. Tuomas. Well, gentleman, let us look at your control towers 
in contradistinction to control centers. 

In your centers you have 36 and, perhaps, you will create 2 more, 
and you have a total employment requested for 1961 of 7,646. 

Let us look at your towers. You have 257 towers and it looks as 
if the average employment at each tower, for example, we will take 
Tulsa, is 19 for 1960. You want to increase it to 30. 

That will give you throughout your 257 towers, 5,443 employees 
for this year against 6,082 for 1961. 

Where are these towers located generally speaking ? 

_Mr. D. D. THomas. Generally speaking they are located at the major 
urports which handle interstate commerce—Washington National 
again would be one, just thinking about the situation around here. 
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We have a complete list if you would be interested in the principal 


ninpoess 
New York, for example, we have five. 

Mr. Tuomas. This does not. include any military installations; 
does it ? 

Mr. D. D. THomas. Not as towers now, sir. The act, as you know, 
does envision taking over the military towers at some time in the 
future, but at this time there are no military towers as such. There 
are some airports at which there are military activities which we cal] 
joint use airports. 

Mr. Tuomas. Approximately how many airports in the United 
States do not have control towers? 

Mr. D. D. Tomas. There are, roughly, 6,000 airports in the United 
States. By 1961 we will have towers at 257 of them. There is sched- 
uled air-carrier service to roughly 600 airports. 

So, you see, we do not by any stretch of the imagination have con- 
trol tower service at other than the busiest locations. 

Mr. Tuomas. Is it safe for a plane to take off and sit down in all 
types of weather without a control tower / 

Mr. D. D. Tomas. If he is flying under the instrument flight rules 
and encounters restricted visibility due to clouds, as Mr. Quesada 
pointed out—— 

Mr. Tuomas. The center has still got him ? 

Mr. D. D. Tuomas. Yes, sir. The problem arises in the good 
weather. We have developed a criterion which calls for 24,000 opera- 
tions a year. We have calculated this to indicate that you could get 
a peak hour at these locations just prior to going into a tower of up to 
10 operations an hour. 

We think this is about the point wherein economy versus safety 
comes in, and somewhere we have to weigh that because there are not 
sufficient dollars to put in a tower at all 6,000 airports and this is 
about the point where the pilot needs assistance. 

Mr. Tuomas, What is that point? 

Mr. D. D. THomas. About ten operations an hour. 

Mr. Yates. Both going and coming? 

Mr. D. D. THomas. Yes, sir. 

Mr. Quesapa. We have had to develop criteria—— 

Mr. Tuomas, In other words, you space them apart about every 6 
minutes ? 

% Mr. Quesapa. If they were evenly spaced ; of course, they would not 
e. 

Mr. THomas. And what function does the center have with refer- 
ence to this particular airport which does not have a local tower? 

Mr. D. D. THomas. Only for the airplanes that file an instrument 
flight rule flight plan. If the weather is bad and all aircraft have to 
file it, then the center separates them because he knows about all of 
them and controls them. 

If the weather is good, then the pilots who file instrument flight 
plans are protected only from other aircraft that file instrument flight 
rule flight plans. 

The VFR may still be intermixed in there, but the activity level at 
the places where we do not have towers is fairly low. It is less than 
24,000 annual operations, or 2,000 a month. 
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. Mr. Tuomas. Does all of the operation occur ona “see and be seen” 
basis ? 

Mr. D. D. Tuomas. It is all on the basis of “see and be seen.” 

If it is not “see and be seen,” it is under the control of the center. 

Mr. Quesapa. Let me take a hypothetical situation which might 
clarify the issue: 

I am, for instance, the owner of a private airplane and this air- 
plane is a largely or relatively sophisticated aircraft, and it can fly 
in dense fog and go to an area where I can operate when the minimum 
weather requirements exist. Let us say it is a Convair. There are 
a lot of them, and this airplane is on the airport:at’ Palm Springs in 
the desert at California, where there is no tower. All right; suppose 
I want to go to Los Angeles where there is a dense fog. What do I 
do? 

Mr. D. D. Tuomas. In this case, you would file a flight plan and get 
flight permission before you departed, and you would os protected 
against all other aircraft that filed a flight plan. If the weather was 
clear in Palm Springs, as it most likely would be, you would not be 
protected against other aircraft flying around locally there. 

If there was a dense fog in Palm Springs, then the center in Los 
Angeles would control all of it. 

Mr. Tuomas. If he gets a bad break in the weather, he is up against 
it? 

Mr. D. D. Tuomas. He is operating on the basis of “see and be 
seen.” 

Mr. Quesapa. But, he cannot go into bad weather until he has this 
clearance. If he does, he is operating in violation of the rules. 

Mr. Yates. Suppose he encounters the bad weather en route? 

Mr. Quesapa. Before he enters it, he has to get the clearance from 
the control center. 

Mr. Yates. Not the communications center, but the control center? 


Mr. D. D. Tomas. He might call the communications center, 
which has a telephone, and get it. 


MAINTENANCE OF FACILITIES 


Mr. Tuomas. What about your field maintenance—plant operation 
and field maintenance ? 

You have 7,620 this year, and you want to step it up to 9,462. 

How many field installations do you have ? 

Mr. Trerets. 9,462 is the request for 1961, sir. 

Mr. Tuomas. That is, employees? 

Mr. Trrrets. Yes, sir; maintenance personnel. 

Mr. Tuomas. That is an increase of about 1,800. 

Mr, Trerets. We have approximately 10,000 facilities to maintain 
on a 24-hour daily basis—4,310 of those we categorize as major. 

Mr. Tuomas. You say you have 10,000 pieces of equipment? 

Mr. Trerets. 10,000 individual facilities, sir. There would be many 
more pieces of equipment than that. An individual facility might 
contain 10 or 15 pieces of equipment. 

Mr. THomas. ton many field offices do you have ? 

Mr. Tiprets. We have 554 field maintenance offices. At some of 
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these locations they actually have travel and maintenance men who 
visit the various facilities to perform the routine work. 

Mr. Tuomas. What is the average employment at each one of your 
554 locations? Take, for instance, this field at Huntington, W. Va.? 
Is 12 an average figure ? 

Mr. Trerets. Yes, sir. 

Mr. Tuomas. Do you have much larger ones than this ? 

Mr. Trrretrs. The long-range radar centers which we have would 
be much larger, with as many as 50 or 60 maintenance personnel. 

You are now looking at a typical outlying field office where we 
have supervisory headquarters. 

Mr. THomas. But you have 554 similar installations? 

Mr. Tipprrs. That is correct; and we have many more people in 
residence at the locations of the major facilities. 

Mr. Tuomas. How far do these people generally travel at these 554 
locations ¢ 

Mr. Tippers. It varies with the airport. If you have an instru- 
ment landing system, they may just work at one airport, but if they 
have fewer facilities, they might travel 60 or 100 miles in order to 
pick up a volume of technical work to warrant the workload. 

Mr. THomas. How dothey travel? Do they travel by light trucks? 

Mr. Tierets. Yes, sir. They have trucks with test apparatus and 
equipment. 

AUTOMOTIVE EQUIPMENT 


Mr. Tuomas. How many trucks and passenger vehicles of different 
types do you have? 

Mr. Tirrets. I do not have that figure, sir. 

Mr. Tuomas. Off the record. 

( Discussion off the record. ) 

Mr. Tiprets. While I have the voice here, I would like to correct. an 
impression I may have left with reference to the Bureau of Facilities. 
At the field headquarters such as Fort Worth, we have approximately 
300 positions. 

Mr. Tuomas. Do you have that total figure ? 

You do not show it here on your table. You have old vehicles listed 
at 120, and you want totrade in 21. Youalso want to buy 29. 

How many pickup trucks do you have, for instance ? 

Mr. Basnicur. The figure, as I remember, Mr. Chairman, is about 
2,000 trucks of all types located in the United States and Alaska. 

Mr. Quesapa. Do we own them? 

Mr. Basnicut. We do own most of them. However, we do acquire 
a few from the General Services Administration. 

Mr. Tuomas. In other words, you rent a few and you pay them 
about $437,000 annually ? 

Mr. Basnicut. Yes, sir. We have about 800 passenger-carrying 
vehicles that are mostly obtained from the General Services Admini- 
stration. 

Mr. THomas. What is the cost of maintaining and operating your 
some 2,000 trucks in addition to another 150 passenger cars ? 

I have reference to maintenance and operation, gasoline and stor- 
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age. Do you do that yourself? You do not do business with the 
General Services Administration for that purpose; do you? 

Mr. Harrer. The maintenance of trucks is $367,000. . 

Mr. Tuomas. On what page does that information appear? 

Mr. Harper. Page 126, sir. 

Mr. Tuomas. Under “Maintenance facilities” / 

Mr. Harper. No, sir. 

Mr. Tuomas. Under “Vehicles” ? 

Mr. Harper. Yes, sir. 

Mr. Tuomas. That is listed under “Maintenance and operation of 
vehicles and off-road automotive equipment” ¢ 

Mr. Basnicut. Yes, sir; that covers 1,820 trucks. 

Mr. Tuomas. 1,820 trucks? 

Mr. Basnicgur. Yes, sir. We have a breakdown by type if you 
would like to have it. You want to know how many small trucks we 
have ¢ 

Mr. Tuomas. Yes. 

Mr. Harper. There are 1,107 trucks 1 ton and less. 

Mr. Tuomas. Is this amount of $367,000 for gasoline, oil, tires, 
maintenance, repair or what ? 

Mr. Harper. It is the gas, oil, and supplies, including tires, and 
spark plugs. 

Mr. Tuomas. And garage bills and maintenance bills ? 

Mr. Harper. Yes, sir. 

Mr. Tuomas. That is covered under your Bureau of Traffic and 
Facilities ? 

Mr. Harrver. That is correct. That is where, essentially, all of our 
trucks are. 

Mr. Trerets. Some of these vehicles, Mr. Thomas, are off-road 
equipment for some of our emergency landing fields in Alaska and 
our heavy maintenance in the out-of-the-way places or away from 
communities where we can contract for this kind of work. 

Mr. Jonas. Mr. Chairman, I would question that figure. That is 
only $200 a vehicle. You cannot buy the gas for one of those trucks 
for that amount, much less keep it in a state of repair. 

Mr. Tuomas. It is a little less than $200. 

Mr. Jonas. About $200. 

Mr. Tuomas. It is $1,800. 

Mr. Pyte. This figure is not right. 

Mr. Tuomas. That could not possibly be right. I will guarantee 
you there is something wrong there. If so, I would like for you to 
operate mine. 

Mr. Pyte. Likewise. 

Mr. Harper. Sir, on page 124 you will find the item of contractual 
maintenance in the amount of $151,000. 

_ Mr. Jonas. They spend $1 million on rental from the General 
Services Administration. 

Mr. Tuomas. That figure is $437,000, I believe. 

Mr. Trerers. We will supply that information for the record, Mr. 
Chairman. 

(The information referred to follows:) 
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Rental of motor vehicles, General Services Administration 
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Motor vehicles are obtained from the General Services Administration on the 
following rental arrangements: 
1. The majority of passenger vehicles and trucks are specifically assigned 
at a monthly rate providing for a flat feet payment on the initial 200 or 300 
miles per month, plus a rate per mile for each mile in excess of the initial 
figure ; 
2. Daily or trip assignments as may be required in areas where such servy- 
ice is available from local GSA motor pools. 
The GSA rental rates include vehicle depreciation, overhead and indirect oper- 
ating costs. The average cost per mile is 7.5 cents for passenger vehicles and 
8.6 cents for motor trucks. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. You have some “Other contractual services” for the 
maintenance and operation of vehicles and offroad automotive equip- 
ment in the amount of $151,296. 

Mr. Dean. Yes, sir. 

Mr. Toomas. Then you have the item of “Maintenance and overhaul 
of aircraft” in the amount of $2,124,700. 

Mr. Pyte. Mr. Chairman, I think in order to be responsive to your 
request we ought to give you a breakdown of this automotive cost, 
because I agree with you I do not think this is right. 

(The matter referred to follows :) 


The breakdown of maintenance and operaiton of FAA vehicles and offroad 
automotive equipment under the “Expenses” appropriation in 1961 is as follows: 





Other con- | Supplies and | | 
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Traffic management and facilities maintenance. -.............- $151, 296 es $367, 548 | $518, 844 
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PROBLEMS OF RULEMAKING 


Mr. Tuomas. Gentlemen, we have taken a pretty good overall look 
at some of these items, and before we take up the Bureaus, will you 
please tell us something about your rulemaking headaches, what your 
problems are and what you have done ? 

Mr. Quesapa. The function of rulemaking is without a doubt one 
of our most difficult tasks. 

Mr. Tuomas. And, of course, that brings us right to the question of 
safety. 

Mr. Quesapa. That brings us right into the question of safety 
yes, 

Mr. Tuomas. Let us talk about that for about 15 or 20 minutes. 

Mr. Quresapa. How do we go about writing our rules? 

In the first place, the law says that we will conform to the Ad- 
ministrative Procedure Act. The Administrative Procedure Act is a 
reasonable procedure for the formulation of rules and is applied to 
all Government agencies which do any rulemaking. 

Now, a rule usually emanates from circumstances. It is quite rare 
for a rule to be clearly evident as being essential on short notice. 

This is unusual. If it is, and if an emergency exists, and the rule is 
essential forthwith in pursuit of the public safety, the Administra- 
tive Procedure Act permits us to promulgate the rule without further 
ado, and we do this quite often in our airworthiness directives. 

In the case of most rules, the process comes about through evolu- 
tion. I shall try to describe it as oscillating back and forth, and as it 
no Ne back and forth we get more ‘and more definition and 
eventually we have some concept of what the rule should say. 

This varies from 3 months to—I will tell you very frankly—7 years. 
This bounces back and forth and eventually we come out with some 
concept of what we want to do. In the course of this proceeding 
we very often, if not always, talk to the people who are affected, 
and in other cases who can counsel with us, and in other cases where 
they have expert talent. So, eventually we get down to a concept 
where we know what we want to do. Therefore, at that time we 
write a proposed rule. It might be well to give to the committee 
samples. It is made clear that it is a proposed rule; and this usually 
has, if not always, a preamble that describes what we are trying to 
do and what brought it about. 

We then publish the proposed rule in the Federal Register. It is 
published as a proposed rule. When we publish it in the Federal 
Register, there is at the same time indicated in this published pro- 
posed rule a period of time within which all interested parties may 
comment on it. That. period of time will vary from 1 to 3 months. 
There : are sometimes shorter periods and sometimes longer periods, but 
it is usually within that area. 

Any party who wishes to comment during that period may do so. 
He is encouraged to do so in writing. Ifa person during that period 
has reason to discuss the rule with our personnel and he can establish 
that there is reason, we will talk to him. 

Mr. Ostertac. Do you hold hearings, General ? 

Mr. Quesapa. I will get to that ina minute, if I may. 
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Mr. Osterrac. Surely. 

Mr. Quesapa. But, if during that period anybody comes in and talks 
to us and gives us their ideas of what they ‘think we should do, we 
write a memorandum for the record and put it in the docket. Our 
objective is that we do not have any conversation during this period 
with anybody that can not stand the light of day. On this rule we are 
adamant. I think this is reasonable ‘and just. In many cases they 
like to come in as groups, and if they do we will hear them. But, when 
they come in, we will put what they said in the docket. 

Now, very often—and practically in every case—some of the parties 
will ask that this date be postponed—the date after which no further 
comment is to be received. They will ask that that be postponed, I 
do not think we have promulgated a safety rule of any consequence 
this year that has not been postponed, because postponement 1S & pro- 
cedure that so often people employ to bring about inaction. But, 
nevertheless, we are reasonable. If they will give us a good reason 
why they would like to have that date postponed ‘which would, in effect, 
give them a longer period of time to comment, we do it. So, then, 
there is a certain date upon which no further comments are to be re- 
ceived. It is then that we consider all comments made and give due 
consideration to them. After giving due consideration to them, we 
ean amend the rule as proposed, we can augment it, or we can detract 
from it. But, if the rule that we eventually see fit to publish is more 
stringent in its character than the rule we proposed, as a matter of 
general principle, we start all over. If it is less stringent than we pre- 
viously proposed, we feel free to publish it. 

Eventually it is published as a rule to be effective at some date there- 
after. Allright. There is a period of time during which we are con- 
sidering the comments. If during that period of time anybody comes 
in and wants to talk to us after the closing date, and he has a good 
reason to do so, we will hear him. 

However, if this party is clearly for the rule, we at the same time 
notify those parties who are against the rule that we are hearing 
the person who is for the rule. 

Mr. Tuomas. Who conducts these hearings? Do you have hearing 
examiners? 

Mr. Qursapa. They are not hearings. At this point in the pro- 
cedure it is not a hearing. It is our Bureau of Flight Standards, 
if it is a rule in their area. If it is a medical rule, it is conducted 
by the air surgeon. If it has to do with airspace, it is conducted 
by the Bureau of Air Traffic Management. 

Mr. THomas. You do not have a legal bureau for your rulemaking? 

Mr. Qursapa. Those rules that are Telated to air traffic management 
are promulgated in the Bureau of Air Traffic Management. Those 
rules that are related to airworthiness are promulgated in the Bureau 
of Flight Standards. Those rules that are of a medical nature are 
promulgated by the medical people. 

If (A) who is for the rule, wants to come in, we will then tell (B) 
who is against the rule that (A) has asked to be heard, and if you 
want the same opportunity, we will give it to you. We think that 
this is fair, and in each case we insist that their comments become 
a part of the public docket. So, again, there is no opportunity for 
anything being said to us that cannot stand the light of day. 
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Eventually, the rule is written and it is again published in the official 
register with some effective date, 

Well, you asked about hearings. 

Now, we published a proposed rule. We have a period of time 
when we are receiving comment. If a person in that period of time 
asks for a hearing, we do nothing more than put the burden upon 
him of indicating what he expects to explain through a hearing which 
could not be accomplished by written comment. 

If he can establish that fact, in our best judgment, we will have a 

ublic hearing, and we do. We think that that is a reasonable 
Seder to place on an interested party who asks for a hearing—for 
him to establish what he hopes to accomplish by a hearing that he 
could not accomplish by written comment. 

And, this is what we do: We are not infallible. There may be 
some areas where we should have had a public hearing and yet we 
did not. We are no less human than others, but I want to assure the 
Chairman and the whole committee that the practice of a public 
hearing must not be used as an instrument of delay or no action at 
all. If the person has a good, legitimate reason for a public hearing, 
we are more than glad to have it. That is our process. 

Mr. Evins. I wish some of the other independent agencies had 
that point of view also, because we hear much testimony about the 
delays and postponements and slowdowns in those agencies. 

Mr. Quesapa. You know and I know that it is a common practice, 
whether it is good or bad, that hearings can be used as an instrument 
of delay. 

Mr. Evrns. How many rules have you promulgated since the FAA 
has been in operation ? 

Mr. Quesapa. I would say we promulgate, I guess, hundreds which 
qualify as rules, sir, but most of them are changes—“you must change 
this bolt instead of that bolt.” 

Mr. Howarp. I might comment on that briefly: Many things that 
would qualify as rules, such as airworthiness directives and that type 
of thing, are almost too numerous to mention. There are very, very 
many of them. With reference to amendments to the civil air regula- 
tions, again, there are a number of what you might call clarifying 
amendments or minor amendments. 

Mr. Evins. We can well understand those, but I thought probably 
you had a round number of, say 2,000 rules on which you worked. 

Mr. Quesapa. I think it might be well to give you some indication 
of how many rules we had published that mean rules in the minds 
of most people, such as the 60-year rule. 

Mr. Osrertrac. Are you distinguishing between rules and regula- 
tions, now ? 

Mr. Quesapa. No, sir. 

Mr. Osrertac. You are including regulations in this whole pro- 
cedure ? 

Mr. Yates. Is there a difference ? 

Mr. Osrerrac. Well, I wondered. 

Tn most cases there is no difference. However, I thought you could 
make regulations at will. However, rules changes are more effective 
by way of law. 
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Mr. Howarp. As a lawyer, I would say that if an agency issues a 
rule or a regulation, it is really doing the same thing. 

Mr. Tuomas. It isan interchangeable term. 

Mr. Yates. Is there an appeal from your rule? 

Mr. Quesapa. Yes, sir; there is. 

‘Mr. Yates. What form does it take? 

Mr. Qursapa. The same form that it takes in every single body of 
government which can write rules. They can appeal to the courts, 
There is no agency. in Government in which this does not apply. We 
are the only agency in Government which has the right of appeal—the 
only agency that writes rules that has the right of appeal—and that 
appeal is confined as to when we take action against the certificate of 
an individual. Every agency in Government has the same procedure 
that we have, and that is its rules are appealable to the courts. 

Mr. Bo.tanp. How many of your promulgated rules have been 
appealed ¢ 

Mr. Quesapa. There is one now in the process of litigation. 

Mr. Bouanp. In other words, it has been carried to the courts and 
appealed to the courts? ) 

Mr. Quesapa. That is right. 

Mr. Botanp. What rule is this? 

Mr. Qursapa. That we have promulgated to be effective March 15, 
which says an airline pilot upon reaching the age of 60 years, there- 
after shall not serve as an airline pilot. 

Mr. Botanp. How would you look upon an appeal to the CAB 
with reference to that rule? Or any similar rule? 

Mr. Qursapa. I would look upon it with a very dim view. 

Mr. Tuomas. They have no jurisdiction in this area ? 

Mr. Qursapa. Yes, sir. 

Mr. Bortanp. Is there not some proposal by the ALPA with respect 
to this matter ? 

Mr. Qursapa. Yes; there is. In the first place, this has been pro- 
posed by the ALPA and, I think, one other group, the AOPA, but if 
it were proposed for adoption, I assure you that the administration 
would oppose it. 

I think it is fair for me to say that. We have opposed it before 
and I think we would now. Congress has debated this subject, It 
has given its decision. It wrote the act to provide no appeal, and 
made it compatible with all other Government agencies which write 
rules, and we will continue to do so. 

Mr. Evins. The CAB indicates to us that they make a lot of recom- 
mendations to you and that is as far as they can go. 

What do you do with their recommendations on safety after they 
are submitted ? 

Mr. Quesapa. We consider them. 


PROBLEMS OF SAFETY IN AVIATION 


Mr. Tuomas. Discuss briefly with us your problems with respect to 
the question of safety. I do not know of anything the public is more 
concerned with right now. It may be something else 6 weeks from 
now, but the problem with which the public is concerned now is the 
question of air safety. They want to know why you do not fluoro- 
scope the baggage of everyone, on the theory that no one 1s going to 
object to it if it is going to save the life of someone. 
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What else can be done to make air travel safer ? 
Mr. Yates. May I ask a question ? 
Mr. Tuomas. Surely. 


AIR CRASHES ATTRIBUTABLE TO HUMAN FAILURE 


Mr. Yates. The statement I saw attributed to you, General, was 
one that 52 percent of all fatal air crashes are attributable to human 
failure. 

Mr. Quesapa. That is what our analysis reveals. I think it should 
be modified to include all accidents, whether they are fatal or other- 
wise. 

Mr. Tuomas. Will you please give us a general statement on the 
general field of safety ? 

Mr. Yates. Is this the correct percentage in view of the fact that 
certain airports do not have proper lighting, they do not have proper 
landing facilities, and they do not have many of the other things 
which make flying safer so that the possibility of human error 1s 
increased in those particular locations, is this not part of the problem ? 

Mr. Qursapba. This is part of the problem, and I think if you look 
at what you all have done in the past you will find that you have 
appropriated unprecedented amounts of money to provide these facil- 
ities. It might be well to look up what has gone into facilities over 
the past 5 years. You have appropriated unprecedented amounts of 
money to provide these facilities, and they are being provided as fast 
as it is humanly possible. I do not know what else you can do. If 
you double the amount of money, we could conceivably put in double 
the amount of facilities. 

Mr. Yates. Would it still be 52 percent, you think ? 

Mr. Quesapa. Yes, sir; I do. 

Mr. Bouanp. If you doubled the amount of money, you would not 
get there any faster? 

Mr. Quesapa. Yes, we would; that is right. 

Mr. Boranp. Should we not double the amount of money if this is 
going to prevent some of the accidents which they say are attributable 
to the fact that there are not enough facilities ? In other words, let 

me quote the following from the statement of Mr. Sayen of the Airline 
Pilots Association : 

In our opinion no single category of preventable accidents has caused so 
much loss of life, injury, delay, and substandard air service, destroyed and 
damaged aircraft, and efficiency affecting the growth of the aviation industry 
than the continued lack of known and obtainable landing aids and airport safety 
standards. 

Is that a fair statement ? 

Mr. Quesapa. I do not think it is unreasonable; no, I do not. 

I would have to say this is one of our soft spots. When I say 
“our,” I mean the Nation’s. The facilities required for the safe han- 
dling of air traffic, whether civil, military or commercial, have not 
been entire ‘ly adequate. 

We have developed a program which we think is of a reasonable 
character and of a continuing nature. 

Mr. Boranp. These are facilities, General, that are now known and 
are obtainable which would reduce the number of accidents. 
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Mr. Quesapa. They would help to reduce them. I do not think 
this can be denied. 

Mr. Botanp. Is there enough money in this budget this year to pro- 
vide the known and obtainable landing aids in order to meet airport 
safety standards? 

Mr. Quesapa. We think we have asked for enough money, a reason- 
able amount, to permit us on a continuing basis to improve aviation 
facilities in the country. 

There is one thing I must make clear to you, and that is this: 

At any installation—we do not care where it is— the procedures 
that are applicable to that installation, and the minimum ceilings, are 
compatible with the facilities that are in fact there. Ifa facility does 
not have ILS, then we write a procedure that recognizes that it does 
not have an ILS. 

Mr. Ostertac. What is ILS? 

Mr. Quesapa. It isan instrument landing system. 

I would like to get back to this 52 percent. In order that this can 
be put in the proper perspective—lI say this every chance I get—the 
50-percent figure, to this committee or anyone else, should not be a 
surprise. This has been known for years—that the human element 
is the weakest element. All the statistics that have ever been accu- 
mulated in aviation establish this fact. The human element is the 
weakest element. Now, when we say human element is the weakest 
element, we are referring to the mechanics; we are referring to every 
form of human failure; we are referring to the pilot, the navigator, 
and all of these groups. It is the human error that gives us the great- 
est area for improvement, and it is the hardest. 

As I said before, we have attacked the air traffic management prob- 
lems and we have brought about some improvement. We have at- 
tacked the problem of improving our facilities and in the last 5 years 
unprecedented sums have been available to us. 

Mr. Tuomas. Would you yield at that point, and Jet me read into 
the record in line with your comments the amount of money which 
has been appropriated over the last 10 years for air navigation facil- 
ities ? 

Mr. Quesapa. Yes, sir. 

Mr. Tuomas. In 1951 the figure was $2,830,000; in 1952 it was 
$7,130,000; in 1953 it was $5,928,000, with a further $2.5 million sup- 
plemental; for 1954 it was $5,011,000; for 1955 it was $3,168,000: for 
1956 it was $16 million. In 1957 it was $40 million; it was $124 million 
in 1958; in 1959 it was $158.5 million, and last year it was $135.2 
million, and there was a transfer of $17 million in addition to that. 

Mr. Quesapa. Yes, sir. 

So, it has gone up abruptly. But, I do want to harp, if I may, on 
this 52 percent. We have been trying to concentrate on this air traffic 
management which was bringing every conceivable penalty. You 
must remember that our inability to move airplanes from A to B with 
dispatch is a severe financial penalty to the company and also to the 
public. 

If he has to stop over in New York 30 minutes on a 2-hour flight, 
the direct operating costs have increased by 25 percent, and I do not 
care how you measure it. 





th 
th 
in 


in 
we 


fa 
ak 
Ad 








889 


We have attacked that. We have attacked the facilities problem. 
Now we are trying to attack what really causes the accidents. This is 
in the area of better rules, more clearly understood rules, and better 
enforcement policy. This is the area we are attacking now. That 
includes the medical field. These are two areas of our attack at the 
moment. 

Mr. Yates. How are you doing it? 


NEED FOR RECODIFYING RULES STRUCTURE 


Mr. Quesapa. We are trying to recodify our whole rules structure. 
This is a tremendous task. 

I have to say very frankly to the committee that the present form 
of rules is very, very awkward. It is very difficult for a person to 
understand the existing rules, and we are trying to codify them so they 
are more easily understood. We are trying to cast aside rules that 
were antiquated and those which are no longer necessary. We are 
trying to write new rules that are appropriate | to the times and to our 
current situation, such as new equipment. 


ACCELERATION OF INSPECTION PROGRAM 


We are engaging in an accelerated inspection program. This means 
that we are inspecting in all areas. We are inspecting maintenance, 
the application of the medical rules on an accelerated basis. We are 
inspecting the manner in which crews conform to flight rules. 

We are attempting to improve the caliber of our own personnel who 
inspect. In this we are weak. I will tell you very frankly we are 
weak in this. J 

The first of last year, when it was clear that the jet would come into 
service at a very high rate, it was crystal clear to us that we were in 
trouble because our inspectors were really not qualified to inspect. 
They themselves were not qualified in the airplane in which the in- 
spector was to fly, so on one Saturday morning I went to see General 
LeMay. 

There was no way available for us to fill this vacuum. We had no 
means of doing so. 

I explained this to General LeMay and in 30 seconds he granted my 
request to send a limited number of my inspectors to Castle Air Force 
Base and become qualified in the KC-135, which is the equivalent of 
the 707 for all practical purposes. 

This school 1s the finest training school in the world. They have 

facilities there that no company could ever approach. It isa highly 
developed curriculum with highly talented teachers dedicated and 
devoted to that subject and that “subject alone. 

We sent 14 of our inspectors out there to take this course and qualify. 

In addition we sent the inspectors to the Douglas and Boeing fac- 
tories so they would get a course of instruction on the system w herein 
it varied from the KC- 135, and with only a few exceptions which oc- 
curred early in the year every 707 pilot has been checked out by an 
inspector who himself is qualified. 

Mr. Tuomas. That is all fine and you are certainly working at it. 
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It seems we have had two accidents where over 100 people lost their 
lives through bombs brought on board the plane. You can stop that, 
can you not? There is not much guesswork in that, is there? 

Mr. Quesapa. If you could tell me some way to stop it I would be 
delighted. 

Mr. Tuomas. What about fluoroscoping the bag? 

Mr. Quesapa. It is relatively ineffective, sir. This is the most frus- 
trating problem 

Mr. Tuomas. You mean a piece of metal will not show up‘ 

Mr. Quersapa. That is right. 

Mr. Tuomas. I can say I have my razor in there. If you want 
to look at it you candoso. Do the same thing with the gentleman be- 
hind me. 

What is wrong with that? 

A wife has a little iron that weighs a pound and a half. Will any- 
body get offended ? 

Mr. Qursapa. You bet they will get offended. 

Mr. Tuomas. I would rather be offended than dead, though. 

Mr. Quesapa. I agree with you. 

Mr. Yates. During the war were they not able to make bombs in 
the shape of a pencil, not metal? If a fellow carried a bomb on a 
plane—— 

Mr. Tuomas. You can show up any heavy thick material. 

Mr. Yates. This is about what such a bomb is like, almost like this 
pencil. 

Mr. Osrertac. Even if you wanted it, would you have authority to 
require the airlines to provide an inspection of all paraphernalia, 
baggage, and so on, so no bomb could get on a plane? 

Mr. Quesapa. I believe so. 

Mr. Tuomas. You can go through bags in customs. 

Mr. Quesapa. It would be fundamentally the same as requiring all 
baggage to be inspected even if you fluoroscoped. 

Mr. THomas. Ten mean it is too impractical ? 

Mr. Qursapa. Every study we have made would indicate we were 
responding in a manner that would take air transportation and de- 
prive it of its greatest asset. 

Mr. Tuomas. It is ‘no asset after you are dead. 

Mr. Quesapa. We admit that, sir. If I recall correctly, how many 
bombs have in fact been caried aboard—— 

General Coorer. Nine. 

Mr. Quesapa. It has happened twice in all American-flag carriers 
that we have had explosions, so we have to be a little bit careful. 

Mr. Evins. We appropriate huge sums of money. We passed the 
new FAA Act last year and there were high hopes that chaos would 
be alleviated. 

You are a great and dedicated man and we appreciate that, but 
beyond that we have this wave of accidents ahick has been thrown 
upon us recently. 

I think when some of the press reads this record they will say 
“General Quesada says they have a rulemaking bureau.” This record 
will be full of rules. That does not answer the problem. 

Mr. Qursapa. Rules which you can classify in this area consist 
of only four or five. 
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Mr. Botanp. Actually the one on the age limit is one with which 
we were not concerned in the past. This would seem to be a good 
time to promulgate that. 

Mr. Gonenna Most of these rules have yet to prove their value. 

You must understand, sir, there were two accidents last year, and 
in only one case has a determination of probable cause been made, and 
that was the accident which took place north of Baltimore. 


DISCUSSION OF CONSOLIDATING CAB AND FAA 


Mr. Evins. We have a divided authority, CAB subsidizing and cer- 
tificating carriers, and they make investig: tions of ace idents. after the 
fact. 

You are in the field of rulemaking and control of space at the na- 
tional and international level. 

Would it be better to consolidate the two agencies, pass legislation 
making the CAB a bureau of your organization ? 

Mr. Qursapa. Sir, this has been suggested. You are asking me as a 
person ‘ 

Mr. Evins. Yes. 

Mr. Quesapa. I feel the function of economic regulation should be 
separate and apart from the functions that I have or which the Agency 
has. This is a little bit different from the functions that we have 
which are operating functions. 


NEED FOR DETERMINATION OF PROBABLE CAUSE TO REMAIN IN FAA 


The question of the determination of probable cause of accidents, 
I have said, should not be in the CAB because it takes their time and 
attention away from this economic regulation which in itself is a tre- 
mendous task. This is a very big industry. 

Where should the determination of probable cause rest ? 

Mr. Tuomas. Do you think any agency should be judge and jury ? 

Mr. Qursapa. I have testified before Congress, and you must un- 
derstand that the administration proposed, that the 1 ‘esponsibility of 
determining probable cause of accidents should be in the Federal Avia- 
tion Agency 

I had to say, within the limitations of my own conscience, that the 
two committees, Senate and House, must realize that this Agency that 
I now head could conceivably be a party to an accident. It could 
conceivably be the sole cause, and under those circumstances the com- 
mittee must measure that we would in that case be investigating an 
accident in which we ourselves are a party. 

Mr. Evins. Are there good relations between your organization and 
the CAB? 

Mr. Quesapa. Yes. 

Mr. Evins. We got the impression they can make recommendations 
and that is it. 

Mr. Quesapa. That is true, but I must tell you that when the CAB 
makes a recommendation resulting from an accident investigation 
this has a tremendous amount of w eight. I think we have statistics as 
to what the effect was on the recommendations that they did in fact 
make. 
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Mr. Purnam. We have received 34 letters from the Board and we 
have acted on all but the last 2 which are presently pending. 

In about three cases we have not agreed totally with their recom- 
mendations and we have deviated to some extent, but we give their 
recommendations careful weight. 

Our staff is closely 

Mr. Evins. What have you done when you say you have acted on 
them ? 

Mr. Putnam. We have issued a number of directives. In the case 
of the American Airlines accident in New York we immediately 
‘aised the minimum there until we could find out more about it. 

That is another thing 

Mr. Yates. At runway 22? 

Mr. Purnam. Yes. We frequently act long before the Board de- 
termines the probable cause. That is the reason of our investigation, 
to find out if any action is required. In some cases we have acted 
within 3 hours of an accident. 

Mr. Quesapa. We did not raise the minimums at LaGuardia. The 
minimums there were the minimums that were there then and I think 
they are there now, but we did deprive the carriers of permitting those 
pilots who did not have as much as 100 hours 

Mr. Putnam. We raised minimums for certain aircraft until we 
could find out what was wrong with the type of altimeters they were 
using. 

Mr. Quesapa. That is a little bit different. 











ACCIDENTS ATTRIBUTABLE TO OVERAGE 


Mr. Yates. With respect to the rule on pilots over age 60, relate this 
to your statement that the cause of air accidents is 52 percent human 
failure. 

You have stated that this declaration includes not only pilots but 
navigators, maintenance men, all types of people connected with the 
flight of an aircraft. How many of the accidents that have occurred 
have been attributable to human failure of people over age 60? 

Mr. Quesapa. I would say this same ratio would apply to those over 
age 60. 

Mr. Yates. You are speculating. Do you know as a fact how many 
of the accidents were attributable to people over age 60? 

Mr. Quesapa. Specifically the CAB has not said that any pilot 
over 60 has caused an accident. There have only been a handful of 
airline pilots over 60 up to this time. 

Mr. Yates. There have been no accidents attributable to pilots 
over age 60? 

Mr. Quesapa. It would bea freak of statistics if they did. 

Mr. Yates. Because there have been no pilots over age 60 ? 

Mr. Quesapa. With the exception of some nine. There will be only 
40 this entire year. 

Mr. Yares. There have been no accidents attributable to pilots over 
age 60 because of the fact you have only nine? 

Mr. Quesapa. As determined by the Board. 

Mr. Yates. How many accidents were attributable to human failure 
of people over age 50? 





ha 
sa 


co 
ti 


re 
tl 


W 


U 








e 


<4 


rt 
yf 


ts 





<4 


893 


Mr. Qvesapa. I cannot answer that at the moment. I doubt if we 
have broken this down that way. Please accept what I am going to 
say : 

Mr. Yares. Let me tell you why I ask these questions. This sub- 
committee a few years ago placed a provision in one of the appropria- 
tions bills which prohibited the use of age in Federal employment. 
There had been an instance of an applicant for a tax collector’s job 
who was 36 years of age and was barred from seeking that job with 
the Federal ‘Government because the maximum age “named was 35 
years of age. We thought this was unreasonable and we thought a 
person who applies for a job should be tested upon his ability and 
upon his qualifications, regardless of his age. A birth certificate 
should not be a test of his ability to perform a task. 

I know very little about flying. I must rely upon you in this. 
However, I think for your rule to be reasonable you will agree it must 
be based upon some factual basis. 

I wondered what the factual basis for your rule was, and that is 
why 1 wondered how many of these accidents happened within certain 

age groups. 

Where 52 percent of the accidents are attributable to human failure, 
or whatever number is attributable to human failure, would it not 
be well to know the age of the people who are involved in those ac- 
cidents in order to have the basis for a rule? 

Mr, Quesapa, I hope you will accept what I am saying in the light 
in Which Lam trying to say it. 

Mr. Yares. Ihave the greatest of respect for you and I will have 
respect for what you say. 

Mr. Quesapa. At the moment this case is in litigation. It is before 
the courts, 

My point is that if you want to continue to discuss it we will. I 
want you to know it is before the courts. 

Mr. Yares. Let us go off the record. 

Mr. Quesapa. I would prefer to discuss it on the record. 

Mr. Yares. All right. I will do anything you want to do. I am 
trying to get factual data. 

‘You are saying we should not have factual data because you are en- 
gaged in litigation ? ? 

Mr. Quesapa. No, I am not saying that. I am alerting you to the 
fact—— 

Mr. Yates. You said a few moments ago the case was being appealed 
in the courts. 

Mr. Quesapa. I will say it again, sir: I want to be sure you know 
that this case is before the courts. 

Mr. Yares. I know it is before the courts. I know that now. 

( Discussion held off the record.) 

Mr. Ruopes. Is it not true that in a case involving a regulation that 
the court must decide, and probably only decide, whether or not the 

regulation is a proper exercise of the authority of the agency as 
granted by Congress ¢ 

Mr. Howarp. This is correct. It must be a reasonable exercise. 

Mr. Ruopes. If it is not on all fours with some powers specifically 
granted in the law ? 

Mr. Howarp. That is right. 
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Mr. Ruopes. Since this probably will come under the provision to 
provide air safety, the reasonableness of the exercise of power will be 
at issue. 

Mr. Howarp. That is correct. 

Mr. Ruopes. Off the record. 

( Discussion held off the record. ) 


BASIS FOR STATISTICS ON ACCIDENTS 


Mr. Yates. What facts do you have to justify your statement that 
52 percent of the accidents are attributable to human failures ? 

Mr. Quesapa. We have made an analysis. 

Mr. Yates. Might I ask you about this? 

Mr. Quesapa. Sir, you can ask me anything you want. I am trying 
to be helpful. 

Mr. Yates. All right. There is nothing in this question which will 
in any way impinge upon your case in court. 

( Discussion held off the record. ) 

Mr. Quesapa. The basis for our statement to the effect that 52 per- 
cent of aircraft accidents can be attributed to human error is the result 
of a thorough analysis of aircraft accidents. 

Mr. Yates. Over what number of years have you analyzed the 
accidents ¢ 

Mr. Putnam. In 1959. 

Mr. Yates. Only in 1959? What the General is saying is that 52 
percent of the accidents that occurred in 1959 were attributable to hu- 
man failure. 

Mr. Putnam. Yes. 

Mr. Yates. He is not saying that for the year 1958 ? 

Mr. Putnam. No, but I believe the same pattern holds true. 

Mr. Yates. Do you know that as a fact? 

Mr. Quesapa. I do. 

Mr. Yates. Have you analyzed accidents of 1958 ? 

Mr. Quesapa. I have seen statistics that are voluminous and 20 or 
30 years which the military have developed. The fundamental thing 
still holds true. 

They are human beings just as everyone else is. I will get you those 
statistics. 

Mr. Yares. There have been more accidents in the military estab- 
lishment and under a different system of procedures than in the civil 
aviation field, have there not ? 

Mr. Quesapa. And the Board has statistics, also, and they have said 
the same thing. 

Mr. Yates. The CAB has said that 52 percent of all the accidents 
that have oecurred are because of human failure ? 

Mr. Putnam. Perhaps not exactly the same figure but fundamental- 
ly so. 

Mr. Tuomas. Military Air Transport Service is in the same field of 
endeavor. 

Mr. Quesapa. They didn’t have a single fatality the past year, and 
the previous year they had two. The oldest pilot in MATS is 58. 

Mr. Yates. What conclusion do you draw from that? In 2 years 
he will be 60 and in 7 years he may still be flying and still not have 
anaccident. You cannot generalize on this. 

I recognize and appreciate—— 
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Mr. Qursapa. You can conclude that they have judgment. 

Mr. Yates. At what age did you retire? 

Mr. Quesapa. I retired at 47. 

Mr. Yares. Wasthat because you could not fly a plane? 

Mr. Quesapa. No. 

Mr. Yates. It was for other reasons ? 

Mr. Quesapa. I checked out in a KC-135, but the Military Estab- 
lishment retires their people at about 63. 

Mr. Yates. Then somebody over age 60 can fly. 

Mr. Osrerraa. As pilots? 

Mr. Yates. They can fly until they retire. 

Mr. Quesapa. They do not retire them as pilots. I told you in 
the case of the Navy no pilot over 45 is allowed to fly without a pilot 
who is in class 1 or 2. 

Mr. Yarrs. That raises my next point and that is this: Airline 

jlots over 60 may not continue their occupation ? 

Mr. Quesapa. No, sir. 

Mr. Yares. May not continue to fly for an airline on a regular 
flight ¢ 

Mr. Qugsapa. That ts right. 

Mr. Yates. May business pilots continue to fly beyond age 60? 

Mr. Quesaba. Yes. 

Mr. Yares. How about military pilots? 

Mr. Qursapa. If the Military Establishment lets them do so. 

Mr. Yates. Are they not subject to the same types of hazards as 
all people and is not one of them likely to have an accident? 

Mr. Qugsapa. Yes. 

Mr. Yates. Why should not your regulation apply to all people 
over 65 ¢ 

Mr. Qursapa. I am protecting the public. When you go on Ameri- 
can airlines you have no choice as to the age of the pilot who flies 
the airplane. You cannot do a thing about it except get on. 

Mr. Yates. Why do we not protect the public completely and bar 
all those over age 60 because of the possibility they might have an 
attack and crash into a public carrier? 

Mr. Qvursapa. They do not need it. 

Furthermore, the Jaw says in air commerce, among the scheduled 
air carriers, we will use the highest possible standard of safety. 

Mr. Yates. In air commerce? 

Mr. Qugsapa. Yes. 

Mr. Yares. I consider that to be the entire flying field, military 
craft flown by a general over age 60 perhaps invading the field flown 
by a commercial pilot. 

Mr. Quesapa. They are not in air transportation. 

Mr. Howarp. Air transportation is acting as a common carrier 
for hire. That is the distinction. 

Mr. Yares. I see the point made, too, that a copilot engaged in 
airline work need not have the same rating as a principal pilot. Is 
this good ¢ 

Mr. Quesapa. It will shock you as it shocked me. We found that 
a person could be a copilot on a 707, and as far as the rules are con- 
cerned, he could have gotten his commercial license and instrument 
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rating in a Taylor Cub, and the only requirement was that he make 
three | landings and three takeoffs, and he must have made- 

Mr. Purnam. Three for the recent experience and then given a 
practice flight and trained on the airplane, but no degree of com- 
petence. 

Mr. Yares. I am shocked. 

Mr. Qvuesapa. And it shocked us. Asa result we have since promul- 

gated a rule that requires the second in command to have virtually 
the same tr: ining as the pilot in command. 

Mr. Yares. Not the same r: ating necessarily ? 

Mr. Qursapa. No, sir. 

Mr. Tomas. We shall adjourn until 10 o’clock tomorrow. 





Tuurspay. Fersrvary 4, 1960. 


Mr. Tuomas. The committee will please come to order. 

Yesterday we had a discussion on some of the big operating agen- 
cies, There is a wealth of background information on each agency 
already in the record. The record that we made yesterday ought to 
suffice for a good many of the agencies. 

With regard to traffic and facilities we went into some detail on 
the centers, the towers, and communication stations. 

On maintenance and operation of facilities we have a good 
background. 

With that in mind, we will proceed. 


COMPARISON OF AIR ACCIDENTS TO OTHER VEHICLE ACCIDENTS 


Mr. Jonas. I have a question. 

Now, General Quesada, I think the record will be more complete 
if you could put a table in it showing the number of fatalities from 
air crashes last year, 1959, and relate that to the miles flown, and 
then show, if you have the figures available, the comparable situa- 
tion with respect to automobile traffic. I have heard it said that more 
people were killed riding from home to airports last year than as a 
result of airplane crashes. 

I co not know whether that is so or not, but I would like to have 
the figures in the record at. one place. 

Mr. Quesapa. We will get the figures together for you and put 
them in a meaningful graph. 

Mr. Jonas. I do not want a graph. If you have the actual figures 
I think it would be better. 

Mr. Qursapa. We do have the actual figures. 

Mr. Jonas. Just put them in the record when it comes down. 

Mr. Qvrsapa. Yes. 

Mr. Jonas. I have also heard it said that more people were injured 
in bathtubs and falling off stepladders when hanging up pictures at 
home than as a result of air accidents, If you have any information 
on that put the whole picture in the record so those who are interested 
in these figures will see them at one place. 

(Information is as follows:) 
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Comparative accident data, 1949-59 (nore fatalities per 100,000,000 passenger- 
miles) 
a ase lh cesta anal teociaisiainaatsce satin 


| 
| 




















| Passenger | Railroad Domestic 
Calendar year automobiles Buse passenger schedule 
| and taxis trains air trans- 
| port planes 
1949. .---- ~ bicecasiodentelaaa ate 2.7 0. 2 0. 08 1.3 
1950 é amie 2.9 7 | 58 | as 
1951. ao Seo teen ite g 3.0 20 | 43 | 1.3 
1952. oaks . oe a 3.0 Li} . 04 .4 
1953 em 2 J Pt 2.9 4 16 .6 
1954 é ‘ ‘ = 2.7 11 | . 08 | on 
1955 s - = 7 19 | 07 | x 
1956 pila alee - 2.7 an 20 .6 
1957 “ 2. 6 13 07 | al 
1958 i 2.3 | 24 27 4 
1959 ’ (1) | (!) t) | . 68 
1 Not available. 
Comparative fatal accident data, 1949-59 
Passenger | Railroad Domestic 
Calendar year jautomobiles 3uses passenger | scheduled 
| and taxis | trains air trans- 
} | port planes 
1949.___- hs 4 AOL gk ae 15, 300 | 120 | al 93 
1950 : 17, 600 100 | 1 | 96 
hy iad ck daigiasach hielo boccinsatn Glaeiiesoacip ceaiwvain 21, 000 | 130 | 150 142 
RE ei aiccaihingcesaieknimnndsse needed | 600 | 100 | 14 | 46 
1953 : : enone 3. 500 70 | 50 86 
1954..... i Sweeeens : 22, 500 | 60 93 | 16 
1955 ae - 24, 700 | 100 19 156 
1956 eek ed : 26, 100 80 | 57 143 
1957. 25, 700 70 | 17 31 
1958 24, 200 | 120 | 62 114 
ee ee re i papeeee ) (1) (1) 198 
| 
Not available for 1959. 
Number of deaths fi om home accidse nts, 1949-58 
Number of Rate per Number of Rate per 
Calendar yeai leuths 100,000 Calendar year deaths 100,000 
person persons 
1449 a2 31. 000 20.9 1954 28, 000 17.4 
1950 29, 000 19.2 1955 28, 500 17.3 
30, OOO 19.6 1956 28, 000 16. 7 
30, 500 | 19.6 1957 28 000 | 16. 4 
29, 000 18.3 1958 27, 000 | ( 





' Final rate not yet available. 








Program by activities: 


Mr. Quesapa. Yes. 
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EXPENSES 


1. Traffic management and facilities maintenance 


$219, 983, 169 
2. Research direction -- . 2, 174, 296 
3. Flight standards. - -| 28, 566, 992 
4. Administration of airport program... 4, 506, 700 
5. 1959 program obligated in 1958__.- 1, 118, 621 
Total obligations weee| 254, 112, 536 
Financing: 
1959 appropriation available in 1958 ‘ 1, 118, 621 | 
Unobligated balance no longer available 1, 288, 130 
New obligational authority ..................-.-.-...... 256, 519, 287 
New obligational authority: | 
INL oa. lei heciscmuewatn a vnetbauciinekaecs ou -| 259, 139, 023 
Transferred from— 
“Salaries and expenses,’’ Civil Aeronautics Board (72 
Stat. 810) _- 102, 000 
“Establishment of air navigation facilities” (73 Stat. 
724) _. 
Transferred to “Research and development” (72 Stat.810).| —2, 721, 736 
POO CORIO oie oi nin ence cncsccccece | 256, 519, 287 


Program and financing 


1959 actual 





1960 estimate | 1961 estimate 


- — spatdientenenl 


| 
$273, 656.000 | $325, 291. 000 
4,201, 000 | 5, 315, 000 
35, 894, 000 | 46, 977, 000 
4,949, 000 | 5, 417.000 

| 
318, 700, 000 383, aaa 


318, 700, 000 383, 000, 000 


30 


, 700, 000 383, 000, 000 


17, 000, 000 


318, 700, 000 





383, 000, 000 





Total number of permanent positions. 


Full-time equivalent of all other positions __- 


Average number of all employees: 


Civilian 
Military 


Number of employees at end of year: 


Civilian _-- 
Military 


Average GS grade and salary 


Average salary of ungraded positions... 


01 Personal services: 


Permanent positions__ 


Positions other than permanent 


Other personal services 


Total personal services 


02 Travel__ 
03 Transportes ation of things 
04 Communication services 


05 Rents and utility services__- 
06 Printing and reproduction 
07 Other contractual services - - 


Services performed by other agenc ies 


08 Supplies and materials--------- 


09 Equipment 
10 Lands and structures - 


11 Grants, subsidies, and contributions a 
13 Refunds, awards, and indemniti 


15 Taxes and assessments_. 


1959 program obligated in 1958 


ayers eseifontion 


1959 actual 


30, 


26, 


$163, 395, 
1, 138, 
13, 815, 


040 
244 
634 

40 


, 940 


97 


5, 369 


. 526 


228 
S40 
184 


1960 estimate 


3. % 


1961 estimate 


34, 890 39, SRS 
203 221 

31, 843 37, 026 
112 1}7 

34, 605 39, 152 
113 118 

$6, 537 | 8.9 $6, 550 
5, 563 5, 554 


’ "349, 252 


, 673 


668, 

5, 976, 
1, 099, 
12, 424, 
8, OO1, 
50, 

10, 412, 


999 


107 


254, 523 


411, 


254, 112 


8 

1, 443, 
2, 090, 
6 
~ 


OR5 | 


224 


, 858 
8, 121, 


136 | 


376 


884 | 


983 


Sii 
856 
356 


2,677 
, 819 
—1, 118, 


621 


381 


, 536 


917 


319, 159, 202 | 


318, 700, 000 | | 


$205, 005, 515 $239, 001, 123 
1,011, 164 1, 073, 835 
14, 818, 514 15, 252, 785 
220, 835, 193 255, 327, 748 
14, 125, 000 19, 678, 504 
2, 695, 128 4, 442, 952 
18, 999, 550 23, HR1, 288 
12, 638, 683 | 17, 424, 184 
R00, 5O1 918, 615 

8, 482, 629 11, 025, 326 
2, 393, 934 1, 774, 085 
19, 577, 443 27, 051, 658 
5, 256, 847 6, 604, 764 
13, 266, 188 | 15, 466, § 577 


88, 106 90,802 


383, 486, 538 
486, 538 





459, 202 | 


383, 000, 000 
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Trarric MANAGEMENT AND Facinirres MAINTENANCE 


Mr. THomas. We will now turn to traffic management and facilities 
maintenance. The background information in the record is already 
ample. At this point we shall insert pages 31 and 32 in the record. 

(The pages referred to follow :) 




















Requirements 
| 1960 1961 | Difference 
i. FF 4 T Trt “| T 7 : a 4 T 
| Posi- | Appropria-| Basefor | Posi- | Appropria-| Posi- | Amount 
; tions | tions | 1961 | tions | _—_ tions tions | 
ee aT MTs. chet al = athe) rr Tre mT wo 
AIR TRAFFIC MANAGEMENT | 
Operation of air traffic control | 
centers. | 7,260 '$50, 962, 180 |$53, 522,082 | 7,646 |$54,924,450 | +386 |+$1, 402, 368 
Operation of airport traflic con- | 
trol towers. -- | 5,443 | 40, 857, 536 | 43, 727,048 | 6,082 | 46, 980, 950 +639 | +3, 253, 902 
Operation of air traffic com- | | | | } 
munications stations. -. | 3,947 | 25,072, 768 | 25, 556, 491 3,996 | 25,946,500 | +49 +-390, 009 
Planning and supervision | 828 | 8,024,431 | 8,360,870} 882] 9,007, 100 +H | +646, 230 
Subtotal 117,478 |124, 916, 915 |131, 166,491 |18, 606 136, 859, 000 D |+1, 128 +5, 692, 509 
} x= = = — = = : ————— SS ——SS—== 
FACILITIES MAINTENANCE | | 
Maintenance of centers, towers | | | | | } 
stations, and navigation | 
facilities _. . 7, 620 | 84, 247, 668 | 97,724,440 | 9,462 \111, 178, 249 |+-1, 842 |+-13, 453, 809 
Facilities and materiel depot 966 | 10,020,963 | 10, 267,732 | 1,264 | 14, 115. 442 +298 | +3, 847, 710 
Traffic control interphone and | | 
teletypewriter communica- | | | 
tions system | 11,181,318 | 11, 896, 935 | 15, 795, 000 | | | +3, 898, 065 
Planning, engineering, and | 
supervision ___.- _.| 1,526 | 12,052, 802 | 12, 923,429 | 1, 660 14, 326, 191 +134 +1, 402, 762 
Subtotal ho, 112, 117, 502, 751 1132, 812, 536 he, 386 85 414, 882° +2, 27 422 2, 602, 346 
Centralized training program | §48 8, 828, 939, | 10, 487, 026 | 622 1, 619, 018 +74 | “+1, 131, 992 
Staff and supporting services. 2,148 | 17, 100,313 | 18, 543,445 | 2,515 | 21, 398, 100 +367 | +2, 854, 655 
ae ; celestial in ieee 
Subtotal 30, 286 268, 348, 918 293, 009, 498 34, 129 325, 291, 000 +3, 843 |+-32, 281, 502 
Program savings, 1960__ +89 [+5 » 307, 082 |- Ce | aaa 
Total = pinnihgnn 30, 375, 73, 656, 000 293, 009, 498 34, 129 |325, 291, 000 i+ 3, 843 |4-32, 281, 502 





Mr. Tuomas. This is a complete breakdown of “Air Traffic Man- 
agement,” and that includes the centers, the towers, and the com- 
munication stations. We already have a pretty good record on that. 

The next subheading under this group is “Facilities mainten: ance.” 

Then your third one is your “Centralized training program.” 

It looks like Mr. Tippets really has his hands full. In his entire 
operation he jumps from 30,286 positions in 1960 to 34,129 positions, 
so you have in round figures 34,000 of the Ageney’s 42,000. 

Mr. Txerers. No, sir. Those are the combined figures for the 
operation, and the maintenance of the facilities. 

In the Bureau of Facilities we go from 11,400 positions in 1960 to 
13,759 in 1961, as indicated on the organization chart that we talked 
from yesterday. 

Mr. Tuomas. Is Air Traffic Management in your Division? 

Mr. Trprets. No, sir. Mr. Thomas is Director of that. 
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Mr. Tuomas. He has only 18,000 and you have only 12,000. We 
are giving you too much credit. We are feeling sorry for you too 
quickly here. 


JUSTIFICATION STATEMENT 


We shall insert page 33 in the record at this point. 
(The page referred to follows :) 


GENERAL JUSTIFICATION 


This activity covers the operation and maintenance of a system of air traffic 
management and navigation facilities on a 24-hour basis to provide services 
required to assure safety, reliability and regularity of all-weather flight opera- 
tions. A single integrated common civil/military system of air navigation and 
traffic management facilities is fundamental to the provision of these services, 
Included in this activity is the staff that directs the program for “Establishment 
of air navigation facilities.” 

Two significant factors increase the fund requirements for the traffic manage. 
ment and facilities maintenance activity for fiscal year 1961: 

1. The operation and maintenance of new facilities that will be ready for 
service in 1960 and 1961, for which the procurement of equipment and the in- 
stallation costs are financed from the “Establishment of air navigation facili- 
ties” appropriation. Most of the new facilities in this estimate were authorized 
in the 1960 or prior establishment programs. 

2. The workload of the Agency of providing services through its existing 
facilities continues to increase. Maintenance work requires more Manpower 
principally for the support of radar traffic control facilities to assure function- 
ing of equipment on a continuous basis, for maintenance of equipment being 
installed at VHF omnirange and air traffic control centers, for overhaul and 
maintenance of aircraft used by the Agency, and for related administrative 
supporting services. Aeronautical activity affecting air traffic control facilities 
is expected to increase at a slower rate in 1960 and 1961 than was experienced 
in 1959. The overall trend in activity is reflected in the following table, how- 
ever, individual air traffic control facilities have a growth rate which varies 
from the estimated averages. 


Volume of activity | 





(in millions) | Aver- | Percent 
j , ivitv y | shane 

Facility | Type of activity PS eee ave, | change, 
; 1959-0 | 1960-61 

| | 1959 1960 1961 | 
Centers...___._.....| Instrument fli¢ht rule aircraft handled - | 9.4 10.0 10.6 | 6 6 
Towers.._..._.......| Aircraft operations._...... | 26. 8 28. 2 29.3 | 5 4 
| Instrument operations saat 6.3 6.7 7.0 6 | { 
Rl A nmap Aircraft contacted _.........-- 8.4 7.6 i 4 -10 -3 
a ee ee ee 1.32 1. 50 1. 65 13 | 10 





May I say that we see a good many budgets. This is a work of art. 
It is excellent. 

Mr. Quesapa. You are very kind. 

Mr. Tomas. Many hours have gone into the preparation of this 
budget. The committee is very grateful to you. It makes our work 
a little easier too. It is really a work of art. 

Mr. Dean. Mr. Harper did most of the work, Mr. Chairman. 

Mr. Pytz. That is our objective, but if there are any points as the 
result of these hearings that we improve our presentation on, I hope 
you will bring it to our attention. 
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PERSONNEL INCREASE 


Mr. Tuomas. Mr. Thomas jumps from 17,478 employees up to 
18,606, an increase of 1,128, and dollarwise it is $5,692,509 increase for 
his control centers, tow ers, and comin ihics ation stations. 

Now, Mr. Tippets goes from 10,112 positions in maintenance of fa- 
cilities up to 12,386. Dollarwise that is an increase of $22,602,346 out 
of a total of $155, 414,882. We are getting into big money now. 

For the training program you show 548 peonie for 1960 going up 
to 622, an increase of 74 at an extra cost of $1,131,992, bringing the 
total cost of the training program up to $11 619, 08 

For staff and supporting services you show 2,148 positions for 1960, 
going up to 2,515, or an increase of 367 positions and an increase in 
money of $2,854,655 for a total of $21,398,100. 

Now, we have no quibble here with the centers and towers and the 
communication stations. You are on duty 24 hours a day there. Cer- 
tainly that is the backbone and nerve center of all of your operations. 


Arr Trarric MANAGEMENT 
PLANNING AND SUPERVISION 


Now, under “Air Traffic Management” you have planning and su- 
pervision and you go from 828 positions in 1960 to 882 in 1961, an 
increase of 54 and an increase in dollars of $646,230, making a total 
program of $9,007,100. 

Now let us take a look at that. That is a 5-percent managerial su- 
pervision cost. That is a layer on top of a layer. Your justification 
is set out on page 46. Let me read from your statement here: 

Under this heading are included the personnel in Washington and six regional 
offices who plan, supervise and direct the air traffic management program; the 
air traffic supervisors responsible in the field for the administration of centers, 


towers, and stations in 29 geographical areas; and the personnel who provide 
liaison with the Air Force, Air Defense, Strategic, and Tactical Air commands. 

Then you say: 

The addition of air traffic control facilities, and the increasing complexity 
of procedures, equipment and airspace problems relating to positive control of 
jet aircraft, have an impact at the planning and supervisory levels in the Bureau 
of Air Traffic Management. To meet this increasing workload provision has 
been made for strengthening the Washington and regional offices staff by a total 
of 54 positions. 

It appears to me that the man in the supervisory position is doing 
some planning. 

What do you need these 54 people for? Tell us how many are in 
Washington headquarters and how many are in your four big stations 
in continental United States and how many are in Hawaii and Alasks 

Mr. D. D. Tuomas. Of the 828 positions that are allocated to the 
supervisor function, 285 of them are in the Washington office. Also 
a to Washington, and actually supervised | out of here, are 

43 positions assigned to the various commands of the military services 
for day-to-day liaison and coordination. 
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For example, we have three branches that we are operating out. 
of Washington, one at the Strategic Air Command, one at the Tactical 
Air Command 

Mr. Tuomas. How many at the Strategic Command and how many 
at the Tactical ? 

Mr. D. D. Tuomas. One each at the headquarters, and the Air De- 
fense Command. I will have to supply you a precise breakdown of 
the 40, but we have—— 

Mr. Tuomas. That gives you 285. You have accounted for 40. 

Mr. D. D. Tuomas. The 40 are chargeable to Washington. There 
are 328 personnel directly chargeable to the headquarters of the Bn- 
reau. Forty-three of them are not in Washington. They are at- 
tached to numbered air forces, major commands, or air divisions for 
liaison purposes. There are 285 personnel in Washington. Of the 
285 personnel, 53 of them are involved in writing the detailed regu- 
lations and procedures that govern air traffic control and air traffic 
rules. 

Mr. Tuomas. Do you have to have a unit doing the same thing 
in your regional offices ? 

Mr. D. D. THomas. No, sir. We do have procedural people in the 
regional offices, but in the Washington office we write the manuals 
that govern the flying; and the rules that govern the pilots. In the 
regional offices there is individual application made of those. 

Mr. Tromas. How many do you have in your four regional offices 
in the continental United States? 

Mr. D. D. Tuomas. It averages around 90 in each of the four re- 
gional offices in the contiguous States for all of our functions, not just 
the procedural aspects. 

Mr. Tuomas. How many are in your procedural aspects in the dis- 
trict offices ? 

Mr. D. D. THomas. It varies from 7 to 10 of the 90. 

Mr. Troomas. Where are you going to put the increase of 54 posi- 
tions? 

Mr. D. D. Tuomas. Of the 54 positions, 25 go into the Washington 
headquarters. 

Mr. Tomas. Half of them will go tothe Washington headquarters? 

Mr. D. D. THomas. Yes. More than half of these are stenographic. 
I will have to see what the grades are. They are additional workload 
positions, including stenographers. 

Mr. Tuomas. What are the rest of them doing in the District of 
Columbia? 

Mr. D. D. Tuomas. We have 105 people who actually provide the 
day-to-day supervision of operations. This is our operations division. 

Mr. Tuomas. How can they do that sitting here in Washington 
when you have your field facilities set up for the same thing. 

Mr. D. D. Toomas, There isa difference, sir. 

Mr. Tuomas. Your people here in Washington are not operating 
people, are they? 

Mr. D. D. Tuomas. In the sense of controlling traffic; no, sir. They 
are supervising the operation. 

Mr. Tuomas. By long distance, remote control ? 

Mr. D. D. Tuomas. No, sir. ‘There is a great deal that has to be 
done in the way of standards. 
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Mr. ‘Tuomas. After they have written the standards what do they 
do? They write the standards and send them to your six field offices 
where they are virtually enforced and carried out? 

Mr. D. D. Tuomas. That is correct. The standards unfortunately 
are not static. We are changing constantly as the situation changes. 

Mr. THomas. Do the people in the field have the authority to change 
the standards ¢ 

Mr. D. D. Tuomas. No, sir. 

Mr. Tuomas. They make no minor changes? 

Mr. D. D. Tuomas. They have some room for maneuvering, but the 
standards are developed and furnished here from Washington. 

We have 62 people involved in airspace utilization. This includes 
the analysis of the proposals sent in by the field facilities. It includes 
a review of restricted areas. It includes writing the regulations nec- 
essary for allocation of airspace. 

Mr. Tuomas. When you come to a conclusion of yes or no over a 
request to prevent traffic from going over a restricted area, that is not 
a recurring problem, is it? 

Mr. D. D. Tuomas. The rate is about 30 a week of recurring prob- 
lems. 

Mr. Tuomas. How many do you have working on that in the 
District ? 

Mr. D. D. Tuomas. Sixty-two people. 

Mr. Tuomas. They cannot be problems of earth-shattering impor- 
tance because you have been operating for a good many years. 

Mr. D. D. Tuomas. Sir, we think there is a great importance to 
this because we have been operating a great number of years and the 
number of restricted areas has been going up and up and up. The 
history up to the time of the FAA was increased withdrawal of air- 
space for special purposes. 

Mr. Tuomas. Those requests to lift a restriction come via your 
regional offices ? 

Mr. D. D. THomas. Yes. 

Mr. Tuomas. The boys on the firing line make the recommendations. 
They are the ones that deal with the problem more or less on a day-to- 
day basis, are they not ? 

Mr. D. D. Tuomas. Yes. 

Mr. Tuomas. And then they come up here to the supervisor for ap- 
proval or disapproval ? 

Mr. D. D. Tuomas. And for final formulation into rules, for proc- 
essing the rules, hearing if any, dealing with other headquarters and 
agencies, and final decision. 

Mr. Quesapa. I think it should be brought out that the act provides 
that the use and allocation of airspace be controlled through the proc- 
ess of rulemaking and hence every time there is a change in a restricted 
area, or a new restricted area is established, we have to go through 
this tedious process that I outlined yesterday—notice of proposed 
rulemaking, and so forth. 

Mr. Tuomas. That is primarily the duty of your legal staff? 

Mr. Quesapa. No, sir. The legal staff eventually turns this into 
language that is designed to meet the purpose of the rules, and they 
insure on the one hand that the language is clear and on the other 
hand, that it is within the framework of the act. The actual process- 
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ing that is essential to consider all views and to balance the equities 
is in Mr. Thomas’ shop. He then determines we need to have a re- 
stricted area bounded by several points, and under what condition it 
can be used. 

Mr. Tuomas. Then after you go through the paces of satisfying the 
procedural act, you then go to the legal staff to put the language into 
shape ? 

Mr. QuesaDa. That is correct. 

Mr. Ostertac. General Quesada, in connection with overall rule- 
making and the processes that you go through, are there many rules, 
or circumstances which v: iry to the point where a rule might be a 
plicable in, let us say, the New York area and not be applicable some- 
place else ? 

Mr. Qursapa. They are all unique in this area. This is one of our 
basic problems. We write a rule that applies to a restricted area in 
New York and it is quite different, entirely different from a rule that 
might apply to a restricted area in New Mexico. That is really one 
of our tortuous tasks. 

Mr. Tuomas. Each one of them is an individual case and has to 
stand on its own merits ? 

Mr. Quesapa. And each one has its advocates also. This is another 
occupational hazard that confronts us. 

Mr. Pyze. I think there is one further point too. We have the re- 
sponsibility to make the most efficient use of the airspace, and by 
applying certain techniques these specialists know when to make more 
airspace available for the users than if we flatly say, “From the 
ground up this is restricted.” 

Mr. Tuomas. That is clear. 


Factmuitrres MAINTENANCE 


MAINTENANCE OF CENTERS, TOWERS, STATIONS, AND NAVIGATION 
FACILITIES 


Now, let us take a look at facilities maintenance here. We are now 
getting out of the field of air traffic management. 

For the maintenance of centers, tower stations, and navigation 
facilities, personnel of 7,620 for 1960, and it goes up to 9,462 in 1961, 
or an increase of 1,842 positions and a dollar increase of $13,453,809 
for a total program cost of $111,178,249. This has nothing to do with 
the cost of a particular gadget or facility. This is maintenance. Why 
so large an increase ? 

JUSTIFICATION STATEMENT 


We shall insert pages 76 through 80 in the record at this point. 
(The pages referred to follow :) 











Program justification—Maintenance of centers, towers, stations, and navigation 
facilities 
1960 base for 1961 Difference 
1961 appropriation 
Nh Ale hd AM a ———_—_ | —_——__—__— 
Permanent positions.......................- $b <aacipibeacnitincedl 7, 620 9, 462 +1, 842 


Amount. ._- Fs ; ; $97, 724, 440 | $111, 178, 249 | +$13, 453, 800 
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1961 New ProGRam 


New facilities, $9,997,234.—Maintenance of the additional facilities and serv- 
ices scheduled for operation in 1961 will require 893 positions. Included in this 
requirement are certain common Civil/military system facilities, identified herein, 
for which maintenance responsibility is being transferred from the military to 
the FAA. 

Air traffic control centers and long range radar, $4,200,088.—This item in- 
cludes provision for FAA assuming costs of maintenance beginning July 1, 1960, 
of a precision approach control facility at Anderson Air Force Base, Guam 
Island. Included in this item is the additional cost of maintenance of frequency 
diversity radar being installed by the military at Jackson, Miss., which replaces 
present type of military radar being maintained by FAA. The following addi- 
tional facilities requiring 158 positions, are scheduled for service in 1961: 


AIR TRAFFIC CONTROL CENTER (ONE LOCATION) 
Panama Canal Zone: Balboa 
RADAR APPROACH CONTROL (ONE LOCATION) 
Guam Island Pacific 


ATC RADAR BEACON (10 LOCATIONS) 


Alabama: Montgomery Michigan: Detroit 
California: Needles New York: Montauk 
Florida: Orlando Pennsylvania: Lewiston 
Indiana: La Grange Texas: El Paso 
Louisiana: New Orleans Virginia: Norfolk 


CENTER COMPUTER EQUIPMENT (THREE LOCATIONS) 


California: Oakland Georgia: Atlanta 
Florida: Jacksonville 


CENTER AIR GROUND PERIPHERAL COMMUNICATIONS OUTLET (26 LOCATIONS) 


Alaska: 
Juneau Oklahoma: 
Woody Island Gage 
Yakutat Hugo 
Arkansas: Flippin Oregon: 
Florida : Astoria 
Gainesville Rome 
Jacksonville Puerto Rico: San Juan 
lilinois: Chicago Tennessee: 
Louisiana: Alexandria Lake City 
Montana : Tri City 
Big Timber Texas: 
Forest Grove Abilene 
Nebraska : Amarillo 
Chadron Beaumont 
O'Neill Guthrie 
North Carolina: Charlotte Lufkin 


Odessa 
AIR/GROUND COMMUNICATIONS RECEIVER/TRANSMITTER (TWO LOCATIONS) 
Georgia: Atlanta (two facilities) 


AUTOMATIC DATA INTERCHANGE EQUIPMENT (14 LOCATIONS) 


California: Los Angles Montana: Great Falls 
Florida : New Mexico: Albuquerque 
Jacksonville Ohio: Cincinnati 
Miami Tennessee: Memphis 
Massachusetts: Boston Texas: 
Michigan: Detroit El Paso 
Minnesota: Mineapolis San Antonio 


Missouri: Kansas City Washington: Seattle 
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ATC CENTER RELOCATION, RENTAL (ONE LOCATION) 


Indiana: Indianapolis 


MAINTENANCE OF FAA CENTER BUILDINGS (EIGHT LOCATIONS) 


Colorado: Denver New Mexico: Albuquerque 
Illinois: Chicago Texas: Fort Worth 
Minnesota: Minneapolis Utah: Salt Lake City 
Missouri: Kansas City Washington: Seattle 


Airport trafic control towers and terminal area radar, $2,231,122.—This item 
includes provision for FAA assuming costs of maintenance beginning July 1, 
1960 of one airport traffic control tower and one radar approach control facility 
located at Andrews Air Force Base; one precision approach radar facility ]o- 
cated at Colorado Springs; and one aiport traffic control tower located at King 
Salmon, Alaska, which are currently being operated on a reimbursable basis 
for the USAF. Expanded approach control services are to be furnished nearby 
military bases from the FAA airport traffic control facility at Palmdale, Calif, 
It is also planned to assume maintenance of an approach control facility from 
the Marine Corps at El Toro, Marine Corps Air Station, Calif., as part of the 
Los Angeles civil/military air traffic complex. These air traffic control facilities 
are being incorporated into the FAA common system. 

Additional facilities, requiring 376 positions, scheduled for service in 1961 
are as follows: 

NEW TOWER SERVICE (34 LOCATIONS) 


Alaska : Mississippi: Gulfport 
Juneau Missouri: Kansas City 
King Salmon Montana: 

Arizona: Yuma Helena 

Arkansas: Hot Springs Missoula 

California: New Jersey: Trenton 
Fresno (FNO) New Mexico: 

Monterey Farmington 

Florida: Roswell 
Key West North Dakota: Bismarck 
Tamiami Texas: 

Idaho: Idaho Falls Plainview 

Illinois: West Chicago San Antonio 

Louisiana: Monroe Utah: Ogden 

Maryland : Andrews Air Force Base Virginia: Chantilly (Dulles) 

Massachusetts: Washington: Renton 
Hyannis West Virginia: Huntington 
Nantucket Wisconsin : 

Michigan: Green Bay 
Jackson Milwaukee 
Kalamazoo Oshkosh 
Pontiac 


TOWERS RESULTING FROM SEPARATION OF COMBINED STATION/TOWER (5 LOCATIONS) 


Arkansas: Little Rock South Carolina : Columbia 
California: Fresno (FAT) Texas: Corpus Christi 
Indiana : Fort Wayne 
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AIBPORT SURVEILLANCE BADAR (25 LOCATIONS) 


Arizona : Phoenix 
Florida : Orlando 
Indiana: Fort Wayne 
Iowa : Des Moines 
Michigan : Detroit City 
New York: 
Albany 
Rochester 
North Carolina : 
Charlotte 
Greensboro 
Ohio: 
Akron/Canton 
Toledo 
Youngstown 
Oklahoma : Tulsa 


Pennsylvania : 
Harrisburg 
Wilkes-Barre 

Puerto Rico: San Juan 

South Carolina : 

Charlestown 
Columbia 
Greenville 

Tennessee : 

Bristol 
Chattanooga 

Texas: Amarillo 

Virginia: 

Chantilly (Dulles) 
Richmond 
Roanoke 


PRECISION APPROACH RADAR (2 LOCATIONS) 


Colorado: Colorado Springs 
Virginia: Chantilly 


RADAR APPROACH CONTROL (2 LOCATIONS) 


California: El Toro 


Maryland: Andrews Air Force Base 


AIRPORT SURFACE DETECTION EQUIPMENT (7 LOCATIONS) 


California : 
Los Angeles 
San Francisco 
District of Columbia : Washington 


Massachusetts : Boston 

Ohio: Cleveland 

Virginia : Chantilly (Dulles) 
Washington : Seattle/Tacoma 


ATC RADAR BEACON (1 LOCATION) 


Virginia : Chantilly 


AIn/GROUND COMMUNICATIONS RECEIVER TRANSMITTER (47 LOCATIONS) 


Arizona: Yuma 
Arkansas : Hot Springs 
California : 
Bakersfield 
Fullerton 
Monterey 
Oxnard 
Santa Monica 
Stockton 
Florida : 
Jacksonville 
Key West 
Miami 
Tamiami 
Georgia : Macon 
Idaho: Idaho Falls 
Illinois : West Chicago 
Iowa: Waterloo 
Louisiana : 
Monroe 
New Orleans 
Massachusetts : 
Hyannis 
Nantucket 
Michigan : 
Jackson 
Kalamazoo 
Muskegon 


Mississippi : Gulfport 
Missouri: Kansas City 
Montana: 

Helena 

Kallispell 
New Jersey : Trenton 
New Mexico: 

Farmington 

Roswell 
New York: Amityville 
North Dakota: Bismarck 
Ohio: Dayton 
Tennessee: Nashville 
Texas: 

Corpus Christi 

Dallas 

Houston 

Plainview 

San Antonio 
Utah : Ogden 
Virginia : Chantilly (2 facilities) 
Washington : Renton 
West Virginia : Huntington 
Wisconsin: 

Green Bay 

Milwaukee 

Oshkosh 
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MAINTENANCE COST OF FACILITIES TRANSFERRED FROM THE MILITARY 


Mr. Tuomas. I will read the language at the top of page 76. 


Maintenance of the additional facilities and services scheduled for operation 
in 1961 will require 893 positions. Included in this requirement are Certain 
common civil-military system facilities, identified herein for which maintenance 
responsibility is being transferred from the military to FAA. 

Throughout the justifications your cost estimates were based upon 
the assumption that so many installations were going to be taken 
over from the military that are now on a reimbursable basis. 

Can you give us a figure, dollarwise, from the maintenance point 
of view, as to what it will amount to in 1961 because of the takeover? 
Give us a firm figure. I got the very definite impression from reading 
the justification that it was not a very firm figure. 

Mr. Trprets. I will have to give you a precise figure on that later, 
This includes such things as these terminal radars that we discussed 
yesterday and certain control towers that we will take over, some ac- 
tivities in Guam, some activities in the Canal Zone, and I can give 
you a precise figure as to what this will cost. 

Mr. Tuomas. There are about half a dozen installations in the 
United States. You can set them out right quickly in the record. They 
are scattered throughout the justifications. F 

Mr. Trirrets. I prefer not to guess. 

Mr. THomas. Give usa good offhand guess. 

Mr. Ostertac. How many facilities are involved ? 

Mr. Tuomas. That’s what I am asking now. 

Mr. Trrervets. Do you mean for the entire amount or the transfer? 

Mr. Tuomas. For the transition during 1961 from the military to 
your agency. 

Mr. Trepets. I can figure it out ina matter of minutes. 

Mr. Qursapa. While he is figuring that out, may I get into the basic 
question that you raised on making an inquiry as to why it is necessary 
to have a sharp increase in maintenance costs / 

Mr. Tuomas. It is tied directly to the new installations. 

Mr. Quesapa. That is right. 

Mr. Tuomas. We are trying right now to get what he is going to 
take over from the military. We will develop the story from there and 
get the complete picture. 

Mr. Quesapa. All right. 

Mr. Tiprets.. This is an estimate: there are about 9 facilities and 
some 50 positions that are directly involved in the transfer, and on 
page 78 of this budget there is listed 3 of these. 

Mr. Tuomas. You do not list them all ? 

Mr. Trrrets. No, sir, because there is some activity in Balboa in 
connection with the traffic control system. 

Mr. Tuomas. About 9 facilities and 54 positions? 

Mr. Tiprets. Somewhere in that neighborhood. 

Mr. Tuomas. Is thata firm figure ? 

Mr. Trerets. No, sir. 

Mr. Toomas. What is the total cost of it? I got the impression last 
night from. reading the justifications that it was far from being a firm 
figure. What is the overall balance figure involved ? 

Mr. Tiprets. For just maintenance ? 
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Mr. Tuomas. We are just dealing with maintenance now. 

Mr. Tierets. For those 9 facilities I would say, including other ob- 
oe costs, $400,000. That would be lights, towers, and utilities that go 
with it. 

Mr. Tuomas. I had a figure in mind closer to $600,000. 

Mr. Tirrers. I am just guessing. I want to make it clear that I am 
trying to give you a round figure and I would like to correct that to a 
precise figure if I could. 

(The requested information follows :) 

Responsibility for the maintenance of military facilities at the following nine 
locations is being assumed by FAA in 1961 at an estimated cost of $987,000. 


Alaska: Big Delta, King Salmon, 
California : El Toro, Palmdale. 
Colorado : Colorado Springs. 

Guam Island: Andersen Air Force Base. 
Kwajalein Island: Pacific. 

Maryland : Andrews Air Force Base. 
Mississippi : Jackson. 

Mr. Pyte. I think it is important to point out this is not just an 
idle whim on our part. The reason for the transfer of these facilities 
is because in all cases they have to handle a great amount of civil 
traffic. This is our responsibility for which we should provide the 
personnel, the maintenance, and the funds, 

Mr. Tuomas. We are not complaining about it in the sightest. The 
sooner you take them all over the better we will be pleased. 

Mr. Pyie. The only point that I wanted to make is that there is a 
lot of civil traffic handled by these facilities. That is our respon- 
sibility, and we should make provision for it. 

Mr. Tuomas. It is your responsibility to the military too. 

Mr. D. D. Trromas. T just want to make one thing clear—these 
specific facilities are firm, ‘They are programed and we have agree- 
ments with the military on them. The ones that are not firm fall in 
the continuing program of taking over facilities at military bases 
that are not involved in civil traffic. 

Mr. Tuomas. You have some estimates in here for that too, do you 
not ¢ 

Mr. D. D. Tuomas. No, sir. 

Mr. Tuomas. Are you sure about that ? 

Mr. D. D. THomas. Yes. 

Mr. Harper. Starting on page 76 and going through page 88, 
the locations and the types of these military facilities are listed. 

Mr. Tuomas. I have never seen more complete detail work in my 
life. It is perfect. 

Mr. Harver. We know precisely what our requirements are. 


TOTAL FACILITIES MAINTAINED 


Mr. Tirrers. I may not have answered your full question. The 
question was in two parts. You wanted to know how many total 
facilities we maintained, I believe ? 

Mr. Tuomas. Yes. 

Mr. Trerers. I have that precise figure. We have in 1960 some 
9,584 facilities. We break that down into two categories here. 
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Mr. Tuomas. You have a table in here setting out the location and 
destription of them, have you not? 

Mr. Trepers. All of those in this estimate, yes. 

Mr. Tuomas. Put your finger on the page. 

Mr. Harper. Page 100, sir. 

Mr. Ostertac. He did not finish his statement. 

Mr. Treprets. My point was these 9,462 personnel that are respon- 
sible for maintenance of these facilities are assigned throughout the 
50 States, and it is based on very carefully worked out staffing formu- 
las as to what their specific duties are with these different facilities, 
We have, as I mentioned yesterday, 10,000 facilities with people sta- 
tioned in some 500 locations. 

Mr. Tuomas. About 500 locations and 9,500 facilities? 

Mr. Tirrers. That is correct. The locations are where the people 
are headquartered. 


FACILITIES AND MATERIEL DEPOT 


Mr. Tuomas. Beginning on page 100 there is given a complete 
breakdown of the people and the location of them. 

Now, let us take a look at your depots on page 94. You have 966 
people i in 1960. You want to go up to 1,264 at a total cost of $14,115,- 
442, which is an increase of $3,847,710 over last year. 

So what is the justification for that? 

Mr. Trerrts. This increase of 298 is divided into two categories, 
those for the warehousing and shipping activities and those for the 
shops and overhaul of engines and aircraft, the direct line maintenance 
of the Oklahoma City based aircraft. 

Mr. Tuomas. Where are these people domiciled ? 

Mr. Trerets. All in Oklahoma City. 

Mr. THomas. None in the District of Columbia? 

Mr. Trerets. Not in this group; no, sir. 

Mr. Tuomas. How many people do you have in your depots? You 
have a nice installation there in Oklahoma City. How many square 
feet are in the warehouse ? 

Mr. Dean. Mr. Chairman, there are 570,000 square feet and only 
about 13 acres. 

Mr. Tuomas. How much are you using ? 

Mr. Dean. It is now unfortunately crammed to the rafters. 

Mr. Tuomas. You must have crammed it in within the last 40 days. 
When I was there it appeared to me that about a third of the space 
was not being used. 

Mr. Dean. Much of that space is open space for the rapid move- 
ment of conveyances and items going in and out. 


OPERATING AND MAINTENANCE STOCK INVENTORY 


Mr. Tomas. I am talking about your covered space. I did not 
walk out to your uncovered space. We go into a lot of General Serv- 
ices Administration’s warehouses, of which they have 13 or 14. So 
we see a lot of warehousing. The building is beautifully maintained. 
What is your inventory in ‘the warehouse as of January 1? 

Mr. Tiprets. The inventory as of January 1 in our operating and 
maintenance stock, including the aircraft stock— 
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Mr. Tuomas. Leave out your aircraft stock. We are talking about 
your facilities now used in your safety work at the 257 airports. 

Mr. Tiprets. This stock is for the 10,000 active facilities. 

Mr. Tuomas. It covers the 257 airports where you have towers and 
your other 9,500 installations ¢ ' 

Mr. Tierevs. That is correct. 

Mr. Tuomas. What is your inventory? Leave out the airplanes. 

Mr. Tierrts. As of January 1 there were 49,000 line maintenance 
items in stock with a value of $12 million. These stocks are predicated 
upon a rotation policy we have as to the rapidity of the consumption at 
the field facilities, and it varies from 4 to 12 months depending upon 
the kind of stocks. ; 

There is another part of the warehouse you should know about also 
that is equal in size and importance, and that is our facilities mate- 
riel depot where we assemble the equipment, the buildings, and the 
new devices, and ship them out from there to the field people where 
they are installed. In that area, in pounds as of January 1, there were 
32 million pounds of storage with a value of $38 million. 

Mr. Tuomas. In addition to the maintenance stock ? 

Mr. Trerets. Yes, sir. 

Mr. Tuomas. What is the total inventory exclusive of airplanes? 

Mr. Trerets. It would be $50 million, maintenance and new equip- 


ment and facilities. 
PERSONNEL INCREASE 


Mr. Tuomas. With regard to the 298 new jobs that you want here, 
how many of them are going to be assigned to your warehouses ? 

Mr. Tiprets. Fifty-eight are assigned to warehousing and shops. 

Mr. Tuomas. Where do the rest go? 

Mr. Trerets. If you will turn to page 94 for quick reference, there 
are 75 that go into the overhaul work on the airplanes and engines. 

Mr. Tuomas. Seventy-five for your engines and 58 for warehousing. 
Where are the rest ? 

Mr. Trrrers. 165 are for the line maintenance of the 22 Oklahoma 
City based aircraft. These are added to that shop’s activities. That 
makes 298. 

Mr. Tuomas. How many do you have here out of your 298 for air- 
craft—75 plus how many ¢ 

Mr. Trervets. Plus 165. 

Mr. Tuomas. That makes a total of 240. 

Mr. Trprets. Yes, sir. 

Mr. Tuomas. They go for aircraft alone and 58 for warehousing ? 

Mr. Trerets. The difference between that and 298. 


PROCUREMENT OF EQUIPMENT 
PURCHASE OF NEW EQUIPMENT 
Mr. Tuomas. What is the amount of money involved in the purchase 


of your new equipment this year? I have a figure of $195 million in 
mind. Isthat correct ? 


51632—60—-58 
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Mr. Tiprers. That iscorrect. That ison page 1001. 

Mr. Tuomas. We shall insert into the record at this point the tabula- 
tion on the top of page 73 of the committee print showing the estimates 
and appropriations for equipment during the last 10 years. 

(The tabulation referred to follows :) 





ESTIMATES APPROPRIATIONS 
he aCe SY RE SE. Se ie ee ke * $2. 830, 000 
re ree Oe nce aaa 7, 130, 000 
Teme se e me OO OOO ORR i 5, 928. 000 
1953 (H. Doe. 62) _ Mh eS 4, 600, 000 1953 (2d Supp. De ee 2, 500, 000 
eae eee te sl bree 10 OSE. O00... TOBE cctcndivciccne se ee 5, 011, 000 
ea ES I TI sas icncon cniawineseverentrencetchiienacs 3, 168, 266 
ee Sodan SR MND ROI a cnccinieacnpcicreoneionese - 16,000, 000 
eo eet eee _.. 40,000,000 1967_.__ - _....... 40,000, 000 
1957 (S. Doc. 142) ______- 54,075,000 1957 (2d Supp.) Wade cat SEE hd 35, 000, 000 
Rie ost el b "TE GBR GOD - MG cic ccenscece cq crscacins 124, 603, 525 
1958 (Pay Ac Sees 300, 000 
a . Se ee Seen. kk * 158, 500, 000 
DO vec ecectectan ney Eee oe woe SOG Eo ok __.... § 135, 200, 000 
3961... 2 Be eR: 808 


1 Plus $29,461,500 in contract authority. 

2 Plus $13,500,000 in contract authority. 

> Includes $25,500,000 contained in H. Doc. 116. 

And $16,500,000 by transfer from Air Force for VORTAC procurement. 
: ya transferred to expenses appropriation in Mutual Security Appropriation 
Act, 1960. 


Note.—Figures adjusted for comparative purposes, 1951-55. 
Mr. Tuomas. For 1961 you want $195 million. 
INVENTORY OF EQUIPMENT 


For this type of equipment, excluding your airplanes, what is 
your inventory in your warehouse ! 

Mr. Trrrers. $38 million for this type of equipment. 

Mr. Tuomas. How much, dollarwise, have been your deliveries from 
1958, when you had $125 million? Is that all materiel that has been 
delivered to the warehouse, and if so, what part has been installed! 

Mr. Trprrers. It is not all delivered. Much of it has been delivered 
and actually installed, a great majority. I do not have a breakdown. 


g 
I can provide it readily. 


LAG IN DELIVERY TIME 


Mr. Tuomas. What is the time lag from the point of placing your 
contract until your merchandise is delivered to your warehouse? 

Mr. Tirrets. It varies anywhere from 6 months to as long as 18 
months, and in some cases, for complicated radar and beacon type 
equipme nt, it goes as high as 20 months. 

Mr. Tuomas. Of your $125 million for 1958, what part has been 
delivered to your warehouse? That was 2 years ago. Do you have 
an approximate idea ? 

Mr. Tirrets. No, sir, but most of it has been delivered and is being 
installed. I would like to give you a good figure on that. 

Mr. THomas. Most of it has been delivered and installed ? 

Mr. Trerets. Yes. 

Mr. Osrerraa. Is that the fiscal 1958? 
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Mr. Tuomas. Yes. You say that it takes anywhere from a year 
to 2 years after you have given:a firm order until it is delivered to 
your warehouse 4 

Mr. Quesapa. It will approach 100 percent of being delivered. 

Mr. THoMas. That is a good figure. You cannot beat 100 percent. 

Mr. Quesapa. It will approach that figure. 

Mr. Tuomas. How long does it stay in the warehouse until you 
ship it out to the field / 

Mr. Tirrrrs. That varies from 4 to 12 months, according to the 
number of pieces that you have to put together for a complete unit. 

Mr. Tuomas. How long does it take you to get it out of your ware- 
house to the field, and how long does it take to be installed in the 
field ¢ 

Mr. 'Trerers. We usually have the building built before the equip- 
ment is shipped. This is generally short-term local contracts with 
the construction people. 1 would say 30 days at the minimum to 90 
days maximum. 

Mr. Titomas. We had a figure last year in the reeord—and you bet- 
ter check the figure—and it was about 6 months. 

Mr. Tirrers. We have moved ahead pretty fast. We have made 
some real progress in accelerating our programs. I think that our 
commissioning rate of last year demonstrates how quickly we are able 
to move the programs. 


Five-Year Program or tne FAA 


Mr. Trromas. Under your “Establishment of air navigation facili- 
ties” appropriation, how much money will be required over the next 
3 to 5 years to equip your installations? These appropriations for the 
last 10 years are running up to $7 million or $8 million for equipment 
alone, not the installation cost. 

Mr. Pyux. This includes the installation costs. That is all. 

Mr. Tomas. What will be the purchase cost of your new equip- 
ment in the future. What do you think will be the approximate 
figure 

“Mr. Dran. We developed a 5-year program for each one of the 
Agency’s major appropriations, and we are happy to be able to advise 
you that the rate of increase will decline after this year. 

Mr. Tromas. You refer to your 5-year program all right in your 
justifications, but you do not set out any cost estimates. 

Mr. Dean. We have only in the last few days completed putting 
them together. We will furnish the entire program for the record. 

Mr. Tuomas. Put it in the record at this point. 

(The requested information follows:) 
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Mr. Tuomas. What we are particularly interested in now is the fa- 
cilities maintenance and what that figure will be over the next 5 years 


and what the figure will be for the purchase of new facilities, new 
equipment, but not maintenance. 


Mr. Dean. We can do that precisely. 

Mr. THomas. Give it to us for the next 5 years. 

Mr. Dean. It will go from $195 million for 1961 fiscal year 

Mr. QuEsapa. W hat will? 

Mr. Dean. The requirements for the establishment of facilities for 
the pure hase and installation of new equipment will decrease to 
$163.7 million in 1962. It will be $158.6 million in 1963, $157.2 million 
in 1964 and $158.8 million in 1965. 

This is exclusive of the additional obligations that we may have 
to assume when we take over the farflung “military facilities, but for 
the basic present program of the Agency, including the new equipment 
that will come into being, we will taper off to approximately $157 
million to $158 million a year. 

Mr. Tuomas. This does not take into account the possibility you 
will take over some military installations ? 

Mr. Dean. It does not. 

Mr. Tuomas. How do you break that. figure down, $150 million, be- 
tween the purchase of new equipment and maintenance ? 

Mr. Harver. Those figures were just for the purchase of new equip- 
ment. 

Mr. Tuomas. Let us get this right. 

Mr. Pye. So we do not give you the wrong impression, this is pur- 
chase, but it is also installation which is, let us say, 15 or 20 percent 
part of the cost. 

Mr. Tuomas. That is a small figure. Separate the maintenance. 
If you want to put in the installation cost with the purchase cost, say 
so, but let us keep the maintenance apart. After you have it installed, 
keep the maintenance separate. Give us your purchase figure for the 
next 5 years, your best guess, and then follow that with your best 
guess on your maintenance figure. 

Mr. Dean. I have just given you the figures on the purchase and 
installation. Unfortunately, on the maintenance we do not have it 
broken out as clearly. 

Mr. Tuomas. Is it a fair thing to say that the purchase and epee 
tion of brandnew equipment will stabilize in the next 5 or 6 years in 
the neighborhood of $150 million to $160 million a year? 

Mr. Dean. That is correct, sir. 

Mr. Tuomas. But that figure does not include the probability that 
you will take under control a great many military installations. If 
that happens, then the figure has to be revised ? 

Mr. Dean. That is correct, sir. 

Mr. Tuomas. And it can only go one way and that is up. 

What about your maintenance figures, assuming them on the same 
hypothesis for the next 5 or 6 ye sars? 

Mr. Dean. The maintenance figures in our 5-year program are com- 
bined with the operations. You just saw earlier in our discussion to- 
day that we have maintenance and operation of air traffic management 
facilities as one program effort because of their relationship. I can 
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give you those figures precisely now. To give you the breakdown 
of maintenance alone I would have to submit it for the record. 

Mr. Tizomas. Submit it for the record. 

(The requested information follows:) 





Maint: TLATLCE of ce ntlers, towers, stations, an l navigation facilil é H-yea rogram 
Positions Amount 
EE «diene nneetthtints } 8, 249 
1962 ) 4, 222, 000 
1963 E 42, 740, 000 
1964 F , 170 2 yy 
Dele ‘apical ! el 4 339 4 vy) 


Mr. Tuomas. Of your 298 increase of people you want about 75 of 
them for your shops and they would be dealing primarily with air- 
planes? 


Mr. Trrrets. Yes. 


Mr. Tuomas. Tell us about your airplanes. How many are you go 
ing to buy? How many do you have now’ You want two or three 
jets. 


Mr. Tirerets. We are now operating 106 aircraft financed from 
“Expenses”, and they are roughly divided between tra 1 fi 

a a on; 70 of them are assigned to flight inspection and the balance 
are in the training program. 


CENTRALIZED TRAINING ProGRAM 


Mr. THOMAS. You might comment on your pS program, 
What is the purpose of it? Tow many do you train ‘ 

Mr. Trrrers. This is primarily inflight standards. 

Mr. Putnam. The purpose of flight training is to ay eotrinate 
and standardize new employees into the correct proceduy ‘s and meth 
ods used in our work, and for maintaining the qualifications of our 
employees, and also to pete their technical standards, keeping 
their technical knowledge abreast of industry progress and develop 
ment. 

Mr. Tuomas. Is that a very essential part of the program? T had 
a big question mark after that. 

You are se ‘hooling your people. They have to examine pilots. They 
have to do this, that, and the other. What difference does it make 
whether he is an expert pilot or not? He has already flown once. He 
has been a pilot at one time. He knows something about the business. 
What difference does it make whether he is an expert at it? He is 
not actually going to get out and train the other pilots, is he? Tle is 
not in the business of training pilots for the airlines or anyone else. 

Mr. Quesapa. There is a happy medium here. We have been sul 


jected to the severest of criticism, often unjustified, but T must. say in 
some cases definitely just ified, that our inspectors themselves are not 
qualified to inspect on the ground they themselves have not flown the 


? 


airplanes. This j is a reasonable criticism. I think it is proper that an 
inspector—— 

Mr. Tromas. You people have too much else to do. You eannot 
expect your people to compete with a pilot. of the 707. If he can 





ma 


sel 
De 
we 
cre 


to 
qu 
to 


qu 
fin 
th 








917 


he ought to be in private work for the private air company, should 
he not ¢ 

Mr. Quesapa. No, sir. I have to make my position very clear here 
that we take the position that an inspector who is inspecting a pilot 
on a 707 should himself be qualified on that general type of airplane. 
For these reasons, if he is not, he is put in an extremely inferior posi- 
tion. 

Mr. Tuomas. What you are saying is you are going back to your old 

military training. If you have a little business to do with a colonel 
you do not send a second lieutenant to do the business with him. 
" Mr. Quesapa. If it requires them to deal at arms length I would 
not; no, sir. If they have to negotiate under equal terms, I would 
rather send at least a colonel, if I could, and I would rather send a 
brigadier general. I would like to have the advantage, sir. 

I would like to have you know that we are taking steps to impose 
upon ourselves the same provisions that we in pursuit of the public 
interest are putting on the pilot. We are taking steps to have our 
check pilots go back to this training center and then themselves be 
subjected to a very rigid test. Furthermore, we are having this test 
conducted outside of the framework of the bureau to which they are 
assigned. We think this is a very essential element in our training 
program. 

Mr. Tuomas. That is very fine. 


PURCHASE OF ATRCRAFT 


Mr. Tippets, how many planes are you going to maintain and how 
many new ones do you want to buy ? 

Mr. Tirrers. In this appropriation there is a request to buy nine, 
seven for training and two for flight inspection, I believe that the 
Deputy Administrator, Mr. Pyle, would like to talk some about how 
we would want to spend this money for the flight inspection of air- 
craft. 

Mr. Pyte. Mr. Chairman, actually the figure is eight. We have 
changed the figure from nine to eight. 

Mr. Trromas. There are two jets at a cost of $3,478,000. Is that 
per copy ‘ 

Mr. Pye. That is one jet, Mr. Chairman. 

Mr. Tuomas. One jet / 

Mr. Pytx. One jet. Instead of buying two Jet Stars, we are going 
to buy a KC-135, because this airplane more adequately meets the re- 
quirements and we can do it with one what we had previously planned 
to do with two. 

HIGH ALTITUDE FLIGHT INSPECTION 


Mr. Tuomas. What are you going to do with the jet? 

Mr. Pye. This is for high altitude flight inspection. 

Mr. Tuomas. I read you justification. I have it underlined here. 

(Discussion off the record.) 

Mr. Pyrite. The problem is that we find the civil jet aircraft re- 
quires precise information. As we get to the higher altitudes we are 
finding a variety of problems we must resolve or we will not have 
the proper information for the safe conduct of the flight. 
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Mr. Tuomas. The equipped planes that you now have, do they not 
go high enough ? 

Mr. Pye. No, sir. 

Mr. Tuomas. What is your limit? 

Mr. Prix. The limit on the Convair is 20,000 feet as a practical 
operating limit. 

Mr. Quesapa. I think that there are eee it should be raised, 
If I may inject my own self into the picture, I do not like these planes 
being used for any purpose other than for which they were pur- 
chased. 

When a 707 goes into service, we maintain an inspection system 
that is designed to assure that this is kept up to a standard of mainte- 
nance. It isa part of the system that serves the public. 

This equipment that you are furnishing money fer is also a part of 
the system that. serves the public so we are creating in our own ac- 
tivity a similar inspection system and imposing on ourselves the same 
thing we impose on others. Furthermore, it is in another bureau. 
The "Bureau of Flight Standards inspec ts from time to time, on a 
continuing basis, and on a schedule, all the facilities that we own that 
are serving the public and they are required to be up to a required 
standard so my point is we are doing to ourselves the same thing we do 
to others. 

Mr. Tuomas. That is very clear, very much to the point, and very 
helpful. 

Mr. Boranp. Mr. Chairman, may I ask a couple of questions? 

Mr. Tuomas. Yes. 

Mr. Bo.tanp. What is the size of the present plane you now use in 
this operation ? 

Mr. Pyte. We have two RB-57’s which is a small medium bomber, 
which were loaned to us by the Air Force. This is totally inadequate 
to instrument and to operate. There are two basic faults: One, it 
cannot carry the instrumentation to do the job: secondly, it is a one- 
pilot airplane and we feel this is at the high altitudes, a hazardous 
operation. It has many duties to perform and it is not a safe opera- 
tion from the standpoint of the requirement of the job that has to be 
done. 

Mr. Yares. It won’t fly at high altitudes? 

Mr. Pyte. The actual flight performance of the airplane is entirely 
adequate. It is lack of capacity and the hazardous part from the 
standpoint of the pilot being preoccupied and going into, in many 
instances, high density areas. We just do not think this is the proper 
way in whic h to operate this airplane. 

Mr. Botanp. Will the type plane you are requesting here be a 
KC-135? 

Mr. Pyrite. Yes. 

Mr. Botann, You are requesting only one? 

Mr. Pyie. We are requesting one KC-135 instead of two Jet Stars. 

Mr. Botanp. Have you looked into the possibility of the use of the 
Lockheed Jet Star ? 

Mr. Pye. Yes: we have looked at it very intensively. 

Mr. Botanp. What is your conclusion with respect to using that 
one ? 
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Mr. Pyix. There are two basic problems. We could give you a 
complete briefing on this but the basic problem is: (1) it does not 
have the range to do the job, and (2) it does not have enough space 
in the cabin to properly instrument it for this job. There are about 
5,000 pounds of electronic equipment that must go in in order to get 
this job done properly. The Lockheed Jet Star will not hold this. 
I do not mean this in any criticism of the airplane. It does not do 
the job to meet our requirements. 

Mr. QueEsapa. It can be done more easily with a KC—135. 

Mr. Boranv. With respect to the Federal responsibility in this par- 
ticular field and I am talking about the safety of air traffic require- 
ments, where is the Federal responsibility lodged ? 

Mr. Pyrex. I think the point is we have the responsibility for the 
operation and maintenance and accuracy of the Federal airway sys- 
tem. The Federal airway system is used by civil and military air- 
craft. We have a responsibility that all users, civil and military, 
obtain proper accuracy of information from navigation aids, com- 
munication facilities, et cetera. 

Mr. Botanp. How much more is the Air Force going to find out 
with its equipment up in this altitude than you will find out with 
yours ¢ 

Mr. Prix. They have no equipment to carry out this mission. 

Mr. Botanp. They might request some, though. 

Mr. Quesapa. Just in reverse. They are requesting us to flight 
check their equipment. 

Mr. Botanpv. There is a possibility that the Air Force may be re- 
questing money in its budget for this kind of a plane with reference to 
air safety requirements for the purpose of flying at high altitudes. 

Mr. Prix. No. 

Mr. Botanp. If this were so, would the Lockheed 1329 give them 
as much information or the kind of information that they are looking 
for and that you will get with the KC—135 ? 

Mr. Prix. No, sir. They had no plans for high altitude flight in- 
spection. If they did, we would be working together on it. 

Mr. Botanp. Do you know whether or not they have made a request 
for the purchase of the Lockheed 1329 for the purpose of looking into 
high altitude flights and air safety requirements ? 

Mr. Pyte. It is my understanding they have not done so. I 

cannot be sure because this question has never come up. 

Mr. Quesapa. It would certainly be a great surprise to us if they 
have. 

Mr. Pytx. I think it might also be helpful, in response to your ques- 
tion, which is a very good one, Mr. Boland, to know that we are study- 
ing with the Air Fc orce the whole matter of flight inspection. Tt 
comes into this whole question of taking over their activities at some 
future date, contingent on making proper arrangements, about which 
we have already testified. This question of flight inspection is an 
integral part of this whole problem. At the appropriate time certain 
arrangements will be made so that there is absolutely no danger of 
duplicat ion even now. 

Mr. Botanp. That is all, Mr. Chairman. 
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ACQUISITION OF TRAINING AIRCRAFT 





Mr. Tuomas. While we are on this question, what about the seven 
new planes you want to buy for training? Why can’t you get those 
from the Air Force ? 

Mr. Pyue. Mr. Chairman, I have a list of the airplanes. There are 
two medium jets, and this is the aircraft to which Mr. Boland refers, 
We would have to procure them. They are of the Jet Star type, 
This is for training. I do not want to confuse you. There are two 
medium jets for the training mission. 

Mr. Tuomas. We understand that. 

Mr. Ostertac. KC-—135 is, too. 

Mr. Pris. That is for flight inspection. There are two different 
missions. 

Mr. Pytx. The point is we have lumped them all in one place and 
it tends to get mixed up. We have the KC—135 for flight inspection, 
we have seven for training, including the two Jet Stars, one turbo- 
prop, the F-27. 

Our training fleet consists of DC—3’s, DC—+’s, converted twin Beech 
C—45’s, and some single-engine jet airpl: ines, the last on loan from the 
military services. These aircraft are entirely inadequate for training 
of inspectors to give flight tests in 707’s, DC—8’s, Convair 880’s, Elee- 
tras, and other modern aircraft. 

We are trying, and we may be able to arrange, to secure on loan 
some heavy piston transports ‘(DC-6 or Constellation) from the mili- 
tary services. 

nsurance rates are so high that securing flight time from the manu- 
facturers is exorbitant. For example, from the manufacturer, 707 
flight time for our inspectors is quoted at $1,000 per hour direct costs, 
plus $3,500 per hour insurance. From another, Electra flight time is 
quoted at $850 per hour direct cost, plus $1,500 per hour insurance. 

Our only reasonable compromise between the requirement for train- 
ing in modern aircraft and the costs of training is to start a step-by- 
step replacement of aircraft for training in order to develop and main- 
tain an adequate stable. 


POSSIBILITY OF ACQUIRING TRAINING PLANES FROM THE AIR FORCE 


Mr. Tuomas. The question is, Can’t you get from the Air Force some 
of their planes, the seven that would suit your purpose ? 

Mr. Quesapa. This is our problem: we feel we s should have to have 
a stable, so to speak, of airplanes that are comparable to those airplanes 
that are in the civil fleet. 

We do get aircraft from the Air Force when they have aircraft 
equivalent to those that are in the civil fleet. We are more than 
anxious to get aircraft from them, such as Constellations. 

Mr. Tuomas. When you get ready to certificate a flier and he will 
throw it at you, “Your people don’t know how to fly this airplane that 
I am going to fly,” where is your expertness? To overcome that, you 
want to have for your tr aining purposes practically the same airplanes 
that the airlines are going to operate, or anybody else will operate! 

Mr. Quesapa. We want comparable. We don’t want the same. We 
can’t duplicate every airplane in the fleet. 
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Mr. Tuomas. Can’t you go to the Air Force? Wouldn’t they have 
similar planes they could modify to serve your purpose ? 

Mr. Quesapa. They haven’t an airplane comparable to the Jet Star. 
There aren’t any. This is going to come into the fleet mostly in general 
aviation in an increasing “number. This is the equivalent of several 
other types of airplanes. If I recall correctly, McDonnell is producing 


one that is quite like it. 


Mr. Yates. How does that differ from your KC-135? 

Mr. Quesapa. It is much smaller, two engines and an entirely differ- 
ent airplane. The Jet Star is about one-seventh the weight of 
KC-135. 

Mr. Yates. About one-seventh the range, too? 

Mr. Qursapa. About one-third the range and about one-fifth the 
cubic capacity. 

Mr. THomas. Mr. Ostertag? 

Mr. Osrertac. General, Mr. Thomas put his finger on one point 
that I was going to raise and that is the availability of this equip- 
ment through the military. 

You say that that is not possible to acquire them or rather to 
borrow them from the military. 

Mr. Qursapa. It is not possible for certain types because they do 
not have them. They don’t have, as an example, a medium-weight 
turboprop airplane. They don’t have any. 


DIFFERENCE BETWEEN TRAINING AND FLIGHT INSPECTION 


Mr. Osrerraa. I raised the question about the difference between 
training and flight inspection. 

Mr. Qursapa. That is right. 

Mr. Ostertac. I am confused as to the purposes of these planes. 
I thought that it was training for flight inspection. 

Mr. Quresapa. No, sir. 

Mr. Pyte. This is training for the proficiency primarily of the 
flight standards personnel, who will then go out and give flight tests 
to airline and general aviation pilots, business pilots, for instance. 
We want to have these men, as Mr. Quesada explained, properly 
qualified so that we are competent to exercise this function. 

Mr. Ostrertaa. I understand that. 


PURCHASE OF AIRCRAFT THROUGH THE MILITARY 


One more point about this: In your purchase of these planes, which 
are, aS you say, comparable to any civil aircraft, yet a KC-135 is 
a military plane. Is your purchase price comparable to the military 
price ¢ 

Mr. Qursapa. We have them buy it for us on their contract and 
take advantage of their so-called learning curve and learning costs. 
We would be getting a KC-135, as an example, on that part of the 
learning curve which is current. That would be considerably less 
than we could go out and buy it for. This is why we are able to get 
this instead of the two Jet Stars. 

Mr. Yarrs. Tlow does the sone differ from the 707? Are you 
thinking of buying your KC-135 because of the fact that most of the 
jets being used tod: ay are 707 st 
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Mr. Quxsapa. No, sir, The reason we go to the KC-135 as a flight 
standard airplane is because the military service is so far down on 
their learning curve and hence the cost is so low that we want to take 
advantage of that fact. We can buy it cheap as compared to going 
out and buying a DC-8 off the line. We would have to pay the com. 
mercial price. 

Mr. Pye. I could give you an example. We are buying it at less 
than 50 percent of the cost of a comparable 707 or DC-8. 

Mr. Osrerraa. It isn’t the same, though, as far as equipment, is it? 

Mr. Qursapa. We do not need it. 

Mr. Pyrite. We buy a working airplane. 

Mr. OsrerraG. It is a supply ship, a tanker, refueler ? 

Mr. Pyrex. That is correct. 

Mr. Quesapa. The internal equipment is a very small percentage 
of the total cost. - 
Mr. Tuomas. Let’s go back to Mr. Tippets. 


PROCUREMENT OF EQUIPMENT 
DELIVERY OF EQUIPMENT PURCHASED IN 1958 


Mr. 'Tippets, dollarwise, did you have any overrun on all of that 
equipment, about $150 million or $160 million worth you bought in 
1958¢ You said approaching 100 percent has been delivered. I 
presume you have some firm figures. How much overrun did you 
have on the purchase of that equipment ? 

Mr. Tirrers. I do not believe I understand your question, Mr. 
Thomas. 

Mr. Tuomas. If you bought an item for $1,000 and when it was 
delivered, it turned out to cost $1,100, the difference between $1,000 
and $1,100 is an overrun. Did you have any overruns for all that 
equipment you bought for 1958 over and above your original contract 
price? 

Mr. Tiprets. Occasionally this does happen, that you get into excess 
costs that you don’t anticipate, but effectively we have bought all 
that we programed in the 1958 procurement dollarwise. T don't 
have any breakdown as to which items might have cost more. 

Mr. Tuomas. Do you have any general figures on overrun for 1958? 
The reason we pick out 1958, it is in the record that for all practical 
purposes 98 percent of your equipment to the tune of $150 million 
or $160 million you bought in that year has been delivered. 

Mr. Quesapa. Give us some examples of overruns. There is noth- 
ing to be worried about. We have overruns. Give examples. 

Mr. Tieretrs. We are bound to have some. For example, you get 
into a contract for a particular radar device and about the time you 
are ready to award your contract, the state of the art or some out- 
come in development shows that it is a little more to the Government’s 
advantage while in production on a particular item to get this measur- 
able change. I do have a specific in mind. For example, some of the 
first beacon equipment we bought, it was only possible for one con- 
troller to use the equipment, but before we went into production with 
the next contract, we were able to get a device which allowed each 
controller in the beacon to use this equipment. This cost more. We 
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in turn reduced numbers we bought in order to take advantage of 
these very necessary techniques for the air traffic controller. On other 
occasions we run into equal problems in communications devices, in 
relay devices and the like. 

one, I think that for the most part we do not have overruns 
as you define them. A1]] too often 

Mr. Tuomas. Do you have a round figure there to implement the 
examples you have given ? 

Mr. Tirrets. No, sir; but I could develop one quite easily. 

Mr. Tuomas. Would it run 10 percent of your total ? 

Mr. Tiervets. No, sir. 

Mr. Tuomas. Five percent ? 

Mr. Tirrets. Maybe 5 percent, maybe 3 percent. 





REPORT OF THE COMPTROLLER GENERAL 


Mr. THomas. Are you familiar with the Comptroller General’s re- 
port to the Appropriations Committee issued in December 1959? I 
am sure you are, because he sent you a copy of it. He makes some 
recommendations on what you are to follow in your procurement 
system. That means purchase of these gadgets and instruments, 
et cetera, which will cost in the neighborhood this year of $195 mil- 
lion. Have you read these recommendations by the General Account- 
ing Office ? 

Mr. Qursapa. Mr. Dean is our watchdog, who rides herd on these 
matters. 

Mr, Dean. We have read them. They raise several very good 
points: (1) Whether we have adequate machinery for contract cost 
determination initially; and (2) whether we are making adequate ef- 
forts to reduce the contract cost on the basis of actual experience. 


Mr. Toomas. Let us get down to specific cases. The first thing he 
recommends is: 


The need exists for adequate analysis of contractors’ cost proposals prior to 
negotiation of firm fixed-price contracts for highly technical equipment. 

What do you do about that? That is the reason I asked a while 
ago about. an overrun. There are places where overruns always occur. 
Evidently, there must be overruns. 

Mr. Dean. Our general experience on overruns as Mr. Tippets has 
already indicated has actually been very, very limited. That is, we 
have on the whole been able to stick very close to what was projected. 


NEGOTIATED AND COMPETITIVE BID CONTRACTS 


Mr. Tuomas. That is clear in the record. What do you do about the 
Controller General’s criticism that— 


The need for adequate analysis of contractors’ cost proposals prior to negoti- 
ations of firm fixed-price contracts for highly technical equipment— 
Have you established this ? 

Mr, Dean. We received this report only a few weeks ago, as you 
know. We immediately launched a study which is being undertaken 
im cooperation with the Bureau of Facilities and Materiel to see by 
what means we could improve. We have not been oblivious of con- 
tractors’ cost factors, but it is entirely possible we can improve. I 
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would expect within a matter of a few more weeks we will be prepared 
to determine precisely what additional action is necessary on that 
report. 

Mr. Tuomas. You have been spending hundreds of millions of 
dollars prior to 1958 on this. It looks like you are a little slow in 
getting around to it, are you not / 

Mr. Harper. We do not negotiate many of our contracts. Most of 
our contracts are let on the basis of award to the low bidder. That re- 
fers to the contracts we do negotiate. Mr. Tippets can probably tell 
you what the percentage is. There is a very small percentage, sir, 

Mr. Tuomas. The basis of the objection raised by the GAO goes 
back to that, whether it is on competitive bidding or not. You are not 
compelled to award a contract if you think the competitive bid price is 
too high. 

Mr. Trperetrs. Mr. Chairman, let me reassure you that this is some- 
thing that Mr. Dean and I are going to work hard to see just what is in 
this. I want to reassure the committee that we do evaluate all pro- 
posals that come in to us from the standpoint of cost, capability of the 
manufacturer, his experience in that particular field, and all of these 
matters are equated before we let the award. There may be some 
areas where we need to improve and tighten down and will endeavor 
to do so. 

Mr. Tuomas. Mr. Yates raised the question: What percentage of 
your contracts are let on a competitive bid basis and what part of them 
are let on negotiated contract ? 

Mr. Trerets. Very, very few on a negotiated basis. 

Mr. Quesapa. Give him a percentage. Be more responsive. Don't 
say “very few.” Is it 90 or 60 percent? 

Mr. Trevers. Ninety-seven percent are awarded on a competitive 
bid basis and 3 percent on a negotiated basis. 

Mr. Tuomas. Mr. Reporter, please insert the report in its entirety 
in the record. It is only four or five pages and it is double spaced. 

(The report referred to is as follows :) 


FEDERAL AVIATION AGENCY 


Report to the Committee on Appropriations, House of Representatives, on 
significant findings developed by the General Accounting Office during the 
course of audits and other examinations—Civil departments and agencies 
of the Government—by the Comptroller General of the United States, De 
cember 1959 

CONTENTS 

Need for improvement in contracting procedures. 

Deficiencies in internal review activities. 

Washington National Airport: 

Need to formulate a long-range policy of setting fees and charges for services rendered 
Deficiencies in existing contracts with airlines 
Absence of consistent policy in charging other Federal agencies 


FEDERAL AVIATION AGENCY 


NEED FOR IMPROVEMENT IN CONTRACTING PROCEDURES 


The recommendations regarding (1) the need for adequate analysis of con- 
tractors’ cost proposals prior to negotiation of firm fixed-price contracts for 
highly technical equipment and (2) the desirability of providing for redeter- 
mination of fixed contract prices for equipment where there is little, if any, 
previous production experience on which to make a judgment that such prices 
are fair and reasonable, contained in our January 21, 1958, report to the Admin- 
istrator, Civil Aeronautics Administration, have not been implemented. These 
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matters were commented on in our report on significant findings dated Janu- 
ary 30, 1959. 

Based upon a recent review of a number of large firm fixed-price contracts 
negotiated during fiscal years 1958 and 1959, we found that the same situations 
prevailed ; that is, there was no evidence of adequate cost analysis preceding 
a contract, nor was price redetermination provided for in any instance. Four 
contracts in particular, because of their amounts, the limited response from 
potential suppliers, and the highly technical nature of the equipment newly 
developed for use in the Federal airways system, should, in our opinion, have 
provided for price redetermination based on audit of actual costs. Similarly, 
the absence of effective competition among suppliers argues very strongly for 
a careful and detailed analysis of estimated costs making up the estimated 
contract prices. 

We understand that the current position of Agency procurement officials is 
substantially the same as it was when we first brought these matters to their at- 
tention in 1958; namely, there is agreement in principle that cost analysis and 
price redetermination provisions are valuable considerations for application to 
some contracts under certain circumstances. The procurement officials believe, 
however, that the contracts which we reviewed are sound and assure a fair 
price to the Government, 

In a report to the Administrator, Federal Aviation Agency (FAA), dated 
October 28, 1959, on the results of our review of large firm fixed-price contracts 
negotiated during fiscal years 1958 and 1959, we recommended that FAA give 
prompt and thorough consideration to the need for strengthening its contract- 
ing practices by requiring (1) adequate analyses of contractors’ cost proposals 
prior to awards of negotiated fixed-price contracts and (2) provision for rede 
termination of fixed contract prices where appropriate. 


DEFICIENCIES IN INTERNAL REVIEW ACTIVITIES 


The organization and scope of the internal review activities of the Federal 
Aviation Agency were not adequate to furnish management with information 
necessary for determining the effectiveness of prescribed policies and procedures 
and the manner in which they are administered. In a report dated February 6, 
1959, we pointed out to the Agency the need for closer coordination between 
the existing forms of internal review and the desirability of reestablishing the 
internal audit function as a separate organizational unit reporting directly to 
the Assistant Administrator having management responsibility for such fune- 
tions. We also recommended that the Agency prescribe requirements for ade- 
quate audit workpapers and develop criteria as to form and content for the 
guidance of its auditors. 

The Agency has stated that it is in general agreement with our observations 
and recommendations and will consider them in planning its system of financial 
management. The Agency stated further that it is studying the question as to 
the proper organizational location of the responsibility for auditing the effective- 
ness of its operations. 

WASHINGTON NATIONAL AIRPORT 


Need to formulate a long-range policy of setting fees and charges for services 
rendered 

In the past, the airport management has not had the benefit of a stated official 
long-range policy as to the basis of setting fees and charges for the use of air- 
port facilities and services. There has been growing support in the Congress 
and the executive branch for operating the airport as a self-sustaining enter- 
prise. We recommended that the Federal Aviation Agency formulate an ap- 
propriate long-range policy which would recognize this principle and serve air- 
port management as a guide in negotiating fees and charges. 

The Agency advised us that it has made considerable progress toward the 
foregoing objective and will continue to implement its basic policy of operating 
the airport as a business enterprise. 

Deficiencies in existing contracts with airlines 

A number of shortcomings were disclosed in the basic use contracts governing 
landing fees and terminal building rents payable by the scheduled airlines. For 
example, the present contracts, which are running for a term of 10 years, lack 
the necessary flexibility to adjust to changing conditions, inasmuch as they are 
not based on a flexible cost formula. Also, in setting landing fees and ter- 
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minal building rentals, the Agency did not consider depreciation and interest on 
investment as recoverable costs. As one result of these conditions, the opera. 
tions of the landing area have shown consistent losses. In 1958, the loss wag 
over $200,000. 

The Agency has stated that when new contracts with the airlines are entered 
into as of January 1, 1961, rates will be calculated so as to recover all expenses, 
including reasonable depreciation and interest on capital investment. 

Absence of consistent policy in charging other Federal agencies 


The airport does not follow a consistent policy in charging other Federal 
agencies which are using the facilities of, or are receiving services from, the 
airport. The present arrangements for charging user agencies fall into the 
following four principal categories : 

(1) Charges at the standard commercial rate. 

(2) Charges for only utilities and services at the standard commercial 
rate. 

(3) Charges for only out-of-pocket expenses. 

(4) No charges. 

We recommended that FAA prescribe a uniform policy as to (1) fees and 
rental for facilities used and (2) recovery of out-of-pocket expenses for utilities 
and similar services furnished for space occupied by, and related services 
furnished to, other agencies. The Agency has stated that it is formalizing a 
uniform policy to resolve this matter. 


Mr. Tuomas. It reads: 


Based upon a recent review of a number of large firm fixed-price contracts 
negotiated— 

How did that arise, by negotiated bid ? 

Mr. Tiprets. Yes, sir. 

Mr. Txromas (continues reading) : 
we found that the same situations prevailed; that is, there was no evidence of 
adequate cost analysis preceding a contract, nor was price redetermination 
provided for in any instance. Four contracts in particular, because of their 
amounts, the limited response from potential suppliers— 
in other words, he is criticizing you, saying you called it a competitive 
bid but after all it was not much competition— 
and the highly technical nature of the equipment newly developed for use in 
the Federal airways system, should, in our opinion, have provided for price 
redetermination based on audit of actual costs. 

Mr. Dean. Mr. Chairman, the minute we got that report I called 
in the Chief of the Materiel Policy Division and said, “This whole 
matter has to be immediately and aggressively reexamined.” This 
report makes some very good points. 

Mr. Tromas. You are an old hand at this business. Why didnt 
you do this long before now ? 

Mr. Dean. FAA is a new organization. We do not contend every- 
thing we have done in the past has been adequate. I think, frankly, 
we have a considerable opportunity to improve our whole procurement 
policy and procedure. That is exactly what we are going to work 
hard to do. This GAO report is helpful and constructive and I wish 
to assure you it is not going to be permitted to gather dust. We will 
work hard on it. 

Mr. Tuomas. You are very convincing. Thank you very much. 
We hope you have success. 

Mr. y onas, did you have some questions ? 


Mr. Jonas. I had a question of Mr. Tippets before you leave him 
and go to the next subject. 
Mr. Tuomas. No. Goahead. 
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Fuui-year Cost oF 1960 Program ror Trarric MANAGEMENT AND 
Factuirrres MAINTENANCE 


Mr. Jonas. I want to ask you a question and refer you to page 32, 
summary of expenses, the second page of your summary of expenses. 
You have a caption there entitled “Base for 1961.” You show under 
that in total $293,009,498, which is $19,353,498 above 1960.. What do 
you mean by the caption “Base for 1961”? Am I correct in assuming 
that you mean that that is:the amount that the budget would be in- 
creased if you did not bring any new installations into effect ? 

Mr. Tiprets. Yes, sir; effectively that would be so. These are the 
costs that by the end of fiscal year 1961 are underway in the facilities 
and traffic management programs. 

Mr. Dean. Mr. Jonas, the base in each case means what it would re- 
quire to carry the program as of the end of the 1960 fiscal year. 

Mr. Jonas. If you did not bring in new installations. 

Mr. Dean. That is right. 

Mr. Jonas. With the new installations you plan to bring into being 
the cost goes up to $325,491,000. 

Mr. Tirerets. That is right. 

Mr. Jonas. And the difference between that total under the caption 
“Base for 1961,” and the 1961 estimate is the additional cost brought 
about by reason of the activation of these new centers, towers, stations, 
and other installations ? 

Mr. Trerets. Yes, sir. 


Summary or New Insrauztations To Be ActrvatTep 


Mr. Jonas. I think it would be helpful for those who read the 
record and when we get upstairs, if you would pull together a sum- 
mary of the new installations you plan to bring activation. 

r. Dean, Wecan very well, sir. 

Mr. Jonas. Don’t you think that might be helpful ? 

Mr. Pyte. Very definitely. 

Mr. Quesapa. We can and will. 

Mr. Jonas. That is all. 

(The informations is as follows :) 


AIR TRAFFIC CONTROL CENTERS AND LONG RANGE RADAR 


AIR TRAFFIC CONTROL CENTER (TWO LOCATIONS) 


Pacific outer islands oxpand Wake tower/center for Kwaja- 
Panama Canal Zone lein Atoll service 
Balboa 


RADAR APPROACH CONTROL (ONE LOCATION) 
Guam Island: Pacific 


EXISTING MILITARY RADAR TO BE REPLACED BY FREQUENCY DIVERSITY RADAR 
(ONE LOCATION) 
Florida : Jacksonville 


51632—60 59 
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ATC BADAR BEACON (10 LOCATIONS) 


Alabama : Montgomery Michigan : Detroit 
California : Needles New York: Montauk 
Florida : Orlando Pennsylvania : Lewiston 
Indiana : La Grange Texas: El Paso 
Louisiana : New Orleans Virginia : Norfolk 


CENTER COMPUTER EQUIPMENT (THREE LOCATIONS) 


California : Oakland Georgia: Atlanta 
Florida : Jacksonville 


CENTER AIR GROUND PERIPHERAL COMMUNICATIONS OUTLET (26 LOCATIONS) 


Alaska: Oklahoma: 
Juneau Gage 
Woody Island Hugo 
Yakutat Oregon: 

Arkansas: Flippin Astoria 

Florida : Rome 
Gainesville Puerto Rico: San Juan 
Jacksonville Tennessee: 

Illinois : Chicago Lake City 

Louisiana : Alexandria Tri City 

Montana: Texas: 

Big Timber Abilene 
Forest Grove Amarillo 

Nebraska : Beaumont 
Chadron Guthrie 
O'Neill Lufkin 

North Carolina : Charlotte Odessa 


AIR/GROUND COMMUNICATIONS BECEIVER/TRANSMITTER (TWO LOCATIONS) 
Georgia: Atlanta (two facilities) 


AUTOMATIC DATA INTERCHANGE EQUIPMENT (14 LOCATIONS) 


California: Los Angeles Montana: Great Falls 
Florida : New Mexico: Albuquerque 
Jacksonville Ohio: Cincinnati 
Miami Tennessee : Memphis 
Massachusetts: Boston Texas: 
Michigan: Detroit EI Paso 
Minnesota: Minneapolis San Antonio 
Missouri: Kansas City Washington: Seattle 


ATC CENTER RELOCATION, RENTAL (ONE LOCATION) 
Indiana: Indianapolis 


MAINTENANCE OF FAA CENTER BUILDINGS (EIGHT LOCATIONS) 


Colorado: Denver New Mexico: Albuquerque 
Illinois: Chicago Texas: Fort Worth 
Minnesota: Minneapolis Utah: Salt Lake City 
Missouri: Kansas City Washington: Seattle 


' 
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Arrport TraFric ConTROL TOWERS AND TERMINAL AREA RADAB 


NEW TOWER SERVICE (34 LOCATIONS) 


Alaska : 
Juneau 
King Salmon 
Arizona: Yuma 
Arkansas: Hot Springs 
California : 
Fresno (FNO) 
Monterey 
Florida : 
Key West 
Tamiami 
Idaho: Idaho Falls 
Illinois: West Chicago 
Louisiana: Monroe 
Maryland: Andrews AFB 
Massachusetts: 
Hyannis 
Nantucket 
Michigan: 
Jackson 
Kalamazoo 
Pontiac 


Mississippi: Gulfport 
Missouri : Kansas City 
Montana: 

Helena 

Missoula 
New Jersey : Trenton 
New Mexico: 

Farmington 

Roswell 
North Dakota: Bismarck 
Texas: 

Plainview 

San Antonio 
Utah : Ogden 
Virginia : Chantilly (Dulles) 
Washington: Renton 
West Virginia: Huntington 
Wisconsin : 

Green Bay 

Milwaukee 

Oshkosh 


TOWERS RESULTING FROM SEPARATION OF COMBINED STATION/TOWER (FIVE LOCATIONS) 


} Arkansas: Little Rock 
California: Fresno (FAT) 
Indiana: Fort Wayne 


South Carolina: Columbia 
Texas: Corpus Christi 


AIRPORT SURVEILLANCE RADAR (25 LOCATIONS) 


Arizona: Phoenix 
Florida: Orlando 
Indiana: Fort Wayne 
| lowa: Des Moines 
Michigan: Detroit City 
New York: 
Albany 
Rochester 
} North Carolina: 
Charlotte 
Greensboro 
| Ohio : 
Akron/Canton 
Toledo 
Youngstown 
Oklahoma: Tulsa 


Pennsylvania: 
Harrisburg 
Wilkes-Barre 

Puerto Rico: San Juaa 

South Carolina: 
Charleston 
Columbia 
Greenville 

Tennessee : 

Bristol 
Chattanooga 

Texas: Amarillo 

Virginia: 

Chantilly (Dulles) 
Richmond 
Roanoke 


PRECISION APPROACH RADAR (TWO LOCATIONS) 


Colorado: Colorado Springs 


Virginia : Chantilly 


RADAR APPROACH CONTROL (THREE LOCATIONS) 


California: 
El Toro 
Palmdale (expanded service) 





Maryland: Andrews AFB 








California : 
Los Angeles 
San Francisco 


District of Columbia : Washington 
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AIRPORT SURFACE DETECTION EQUIPMENT (SEVEN LOCATIONS) 


Massachusetts: Boston 


Ohio: Cleveland 


Virginia: Chantilly (Dulles) 
Washington: Seattle/Tacoma 


ATC RADAR BEACON (ONE LOCATION) 


Virginia: Chantilly 


AIR/GROUND COMMUNICATIONS RECEIVER TRANSMITTER (47 LOCATIONS) 


Arizona: Yuma 
Arkansas: Hot Springs 
California : 
Bakersfield 
Fullerton 
Monterey 
Oxnard 
Santa Monica 
Stockton 
Florida : 
Jacksonville 
Key West 
Miami 
Tamiami 
Georgia: Macon 
Idaho: Idaho Falls 
Illinois: West Chicago 
Iowa: Waterloo 
Louisiana: 
Monroe 
New Orleans 
Massachusetts : 
Hyannis 
Nantucket 
Michigan : 
Jackson 
Kalamazoo 
Muskegon 


Mississippi: Gulfport 
Missouri: Kansas City 
Montana: 

Helena 

Kalispell 
New Jersey: Trenton 
New Mexico: 

Farmington 

Roswell 
New York: Amityville 
North Dakota: Bismarck 
Ohio: Dayton 
Tennessee: Nashville 
Texas: 

Corpus Christi 

Dallas 

Houston 

Plainview 

San Antonio 
Utah: Ogden 
Virginia: Chantilly (two facilities) 
Washington: Renton 
West Virginia: Huntingdon 
Wisconsin: 

Green Bay 

Milwaukee 

Oshkosh 


AIR TRAFFIC COMMUNICATIONS STATIONS 


NEW 


Nevada: Ely 


SERVICE (TWO LOCATIONS) 


Texas: McAllen 


STATIONS BRESULTING FROM SEPARATION OF COMBINED STATION/TOWER (THREE 


California: Frenso 
Indiana: Fort Wayne 


INTERNATIONAL 


Alaska: Cold Bay 


LOCATIONS) 


South Carolina: Columbia 


COMMUNICATIONS STATION (TWO LOCATIONS) 


Pacific outer islands, expand Wake 
IATCS for Kwajalein Atoll service 


REMOTE COMMUNICATIONS OUTLET (10 LOCATIONS) 


Alabama: Evergreen 
Arkansas: 
Flippin 
Little Rock 
Michigan: Gladwin 
Missouri: 
Farmington 
Malden 


New York: Binghamton 


Texas: Corpus Christi 
Virginia: Blackstone 
Wisconsin: Grantsburg 
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AIR/GROUND COMMUNICATIONS RECEIVER/TRANSMITTER (20 LOCATIONS) 


Arizona: 
Flagstaff 
Safford 

California : 
Bishop 
Palmdale 

Canal Zone: Balboa 

Florida : 
Jacksonville 
Miami 

Georgia: Atlanta 

Hawaii: 

Kauai 
Molokai 


AIR NAVIGATION 


Alaska: Big Delta 
British West Indies: Bimini 
California : 

Baldwin 

Hermosa 

Santa Ana 

Yuba Pass 
Georgia : 

Moultrie 

Waycross 
Illinois: Bloomington 
Kentucky : Owensboro 
Massachusetts: Lawrence 
Michigan : 

Pontiac 

Whitefish 
Missouri : 

Columbia (second facility) 

Richwoods 


Louisiana: New Orleans 
Montana: Havre 
Oregon: Baker 
Tennessee: Nashville 
Texas: 

Corpus Christi 

Dallas 

Houston 
Utah: 

Bryce Canyon 

Kanab 
Washington : Omak 


Facitities (VORTAC) 
VHF OMNIDIRECTIONAL RADIO RANGE 


(30 LOCATIONS) 


Montana: Butte 
Nevada: 
Mount Moses 
Ruby Lake 
Ohio: 
Cleveland (two facilities) 
New Philadelphia 
Oregon: 
Corvallis 
John Day 
Texas: Temple 
Virginia: 
Charlottesville 
Franklin 
Washington: 
Hoquiam (Grays Harbor) 
Pasco 
West Virginia: Buckeye 
Wisconsin: Dells 


VHF DOPPLER OMNIRANGE (TWO LOCATIONS) 


Michigan : Marquette 


New York: Rikers Island 


VHF OMNIDIRECTIONAL RADIO RANGE/TACAN (TACTICAL AIR NAVIGATION) (15 


LOCATIONS) 

Connecticut : New Haven New York: 

Delaware: Waterloo Grafton 

Guam Island: Pacific Hancock 

Hawaii: South Kauai Vermont: Montpelier 

Maryland: Andrews AFB Virginia : 

Massachusetts : Whitman Clifdale 

New Jersey: Craigsville 
Barnegat West Virginia : Kessel 
Millville 


Sea Isle 
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TAOAN (TACTICAL AIR NAVIGATION) EQUIPMENT (67 LOCATIONS) 
Alabama: New York: 
Gadsden Clermont 
Talladega Elmira 
Alaska: Georgetown 
Homer Plattsburg 
Kenai Poughkeepsie 
Middleton Island Rochester 
North Nenana Rockdale 
Sisters Island North Carolina : Charlotte 
Yakutat Ohio: Attica 
California: Blythe Oklahoma: 
Connecticut : Ardmore 
Hartford Bartlesville 
Wilton Page 
Delaware: Roxana Pennsylvania : 
Georgia : Augusta Bradford 
Hawaii: Carrolltown 
Hilo Fitzgerald 
Upolu Point Indian Head 
Kansas: Mankato St. Thomas 
Kentucky : Scranton 
Central City Stoneyfork 
Mystic Tidioute 
Newcombe Tower City 
Paducah South Carolina: 
Louisiana : Lafayette Columbia 
Maine: Florence 
Augusta Greenwood 
Bangor Texas: 
Millinocket Abilene 
Presque Isle Alice 
Maryland: Big Spring 
Patuxent River Galveston 
Salisbury Junction 
Westminister Virginia : 
Massachusetts : Nantucket Front Royal 
New Hampshire: Concord Montebello 
New Jersey : Pulaski 
Coyle South Boston 
Sparta West Virginia : 
Parkersburg 
Wheeling 


VHF OMNIDIRECTIONAL TEST EQUIPMENT (17 LOCATIONS) 


District of Columbia : Washington Ohio: 
Kentucky : Akron-Canton 
Covington Cleveland 
Louisville Columbus 
Massachusetts : Dayton 
Bedford Pennsylvania : Philadelphia 
Boston Vermont: Burlington 
New Jersey : Newark Virginia: Richmond 
New York: West Virginia: Charleston 
Albany 
Buffalo 
Idlewild 


Ala 
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INSTRUMENT LANDING SYSTEMS 


INSTRUMENT LANDING SYSTEMS (24 LOCATIONS) 


Alabama : Huntsville Massachusetts: 
California : Boston 
San Diego Hyannis 
San Jose Nantucket 
Colorado: Pueblo Minnesota : Rochester 
Florida : New York: New York 
Daytona Beach Ohio: 
Miami Akron 
St. Petersburg Columbus 
Georgia : Oregon : Portland (second system) 
Atlanta Texas: Abilene 
Columbus Virginia: Chantilly (two systems) 
Illinois : Rockford Washington: Seattle-Tacoma 
Louisiana : Lafayette (second system) 


Maryland: Andrews AFB 
APPROACH LIGHTING 


ADDITIONAL STANDARD APPROACH LIGHT SYSTEM (22 LOCATIONS) 


Colorado: Pennsylvania: 
Colorado Springs Harrisburg 
Pueblo Wilkes-Barre 
Florida : Texas: 
Miami (second system) Corpus Christi 
St. Petersburg Tyler 
Illinois: Chicago (O’Hare) Virginia : Chantilly (Dulles) 
(second system) (two systems) 
Kentucky : Lexington Washington : Seattle (second system) 
Maryland : Andrews AFB West Virginia: 
Massachusetts : Boston (2d system) Huntington 
New York: Rochester Wheeling 
Ohio: Wyoming : Cheyenne 


Cleveland (second system) 
Columbus (second system) 
Toledo 


CONVERSION TO STANDARD APPROACH LIGHT SYSTEM (5 LOCATIONS) 
Kentucky : Covington Pennsylvania: Pittsburgh 


Louisiana : New Orleans (Moisant) Texas: El Paso 
Massachusetts: Bedford 


SEQUENCE FLASHING LIGHTS (81 LOCATIONS) 


Alaska: Hawaii: Honolulu 
Cold Bay Illinois: 
King Salmon Chicago (O'Hare) (second facility) 
Arkansas: Fort Smith Moline 
California : Peoria 
Arcadia Rockford 
Bakersfield Iowa: 
Fresno Cedar Rapids 
Monterey Waterloo 
Ontario Kansas: Hutchinson 
Santa Barbara Kentucky : 
Colorado: Covington 
Colorado Springs Lexington 
Pueblo Louisiana : 
Delaware : New Castle Lafayette 
Florida: New Orleans (moisant) 
Miami (second facility) Maine: Portland 


St. Petersburg Maryland: Baltimore 








Massachusetts: 
Bedford 
Boston (second facility) 
New Bedford 
Michigan: 
Flint 
Lansing 
Muskegon 
Minnesota : Rochester 
Missouri : Springfield 
Montana : 
Billings 
Great Falls 
New Jersey : Teterboro 
New York: 
Albany 
Binghamton 
Niagara Falls 
Rochester 
Syracuse 
Utica 
White Plains 
North Carolina : Wilmington 
North Dakota : Bismarck 
Ohio: 
Cleveland (second facility) 
Columbus (second facility) 
Mansfield 
Toledo 
Oregon : 
Eugene 
Medford 
Pendleton 
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Pennsylvania: 
Allentown 
Harrisburg 
Pittsburgh (Allegheny) 
Wilkes-Barre 
South Carolina : Spartanburg 
South Dakota: Sioux Falls 
Tennessee : Tri-City (Bristol) 
Texas: 
Beaumont 
Corpus Christi 
El Paso 
Lubbock 
Midland 
Tyler 
Wichita Falls 
Virginia : 
Chantilly (two facilities) 
Newport News 
Norfolk 
Washington: 
Seattle (2d facility ) 
Yakima 
West Virginia : 
Huntington 
Wheeling 
Wisconsin : 
Green Bay 
Madison 
Wyoming: 
Casper 
Cheyenne 


RUNWAY END IDENTIFICATION LIGHTS (18 LOCATIONS) 


Alabama : Birmingham 
California: 

San Francisco 

Santa Ana 

Santa Monica 
Colorado: Alamosa 
Florida : Jacksonville 
Georgia : Atlanta 
Idaho: Idaho Falls 
Montana: Butte 
New Mexico: Clovis 


Oregon : 

Corvallis 

Hillsboro 

Roseburg 
South Carolina : Charleston 
Texas: Houston 
Washintgon: 

Pasco 

Port Angeles 
Wyoming: Riverton 


Are NavicatTion Faciuities (L/MF anp MARKERS) 


CONSOLAN 


Florida : Miami 


RADIO HOMING 


California : Naples 


Guam Island: Pacifie (2 facilities) 


Hawaii: Hilo 


Kwajalein Island: Pacific (2 facilities) 


(1 LOCATION) 


BEACON (10 LOCATIONS) 


Maryland: Andrews AFB (2 facilities) 
Texas: 

Big Spring 

Ross City 


FAN MARKER (3 LOCATIONS) 


Hawaii: Lihue 
Virginia : Arcola 


West Virginia : Parkersburg 
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HovusING AND MISCELLANEOUS 


LIVING QUARTERS (55 UNITS) 


British West Indies: Bimini (3) Panama Canal Zone: Balboa (28) 
Hawaii: Molokai (18) Wake Island: Pacific (6) 


FIREFIGHTING SERVICES 


Wake Island : Pacific 
Faciuiries MAINTENANCE 


PLANNING, ENGINEERING AND SUPERVISION 


Mr. Tuomas. You have for planning, engineering and supervision, 
in facilities maintenance, Mr. Tippets, 1,526 people. You want to 
jump that up to 1,660 for 1961, an increase of 134. The total cost will 
be $14,326,000. This cost is 16 percent of your total personnel cost. 
Your justification states: 

Under this heading are included the staffs that plan, direct and supervise the 
facilities maintenance and “Establishment of air navigation facilities” pro- 
grams. 1961 new program: “Workload,” $536,862. The addition of air traffic 
management and air navigation facilities, and the increasing complexity of 


procedures and equipments have an impact at the planning, engineering, in- 
spection and supervisory levels in the Bureau of Facilities and Materiel, 


LOCATION OF PERSONNEL 


Where are these 1,660 people located ¢ 

Mr. Tierers. Some in Washington and some in the field. 

Mr. Tuomas. How many in Washington ? 

Mr. Trerers. In Washington in this particular category there 
are—— 

Mr. THomas. These are your planners and supervisors. 

Mr. Trprets. Yes, sir. There are 893 total, but this also includes 
110 of airport personnel, which show up under another appropria- 
tion. You have to subtract that figure, sir, which gives us 783. 

Of this increase, Mr. Thomas—— 

Mr. Tuomas. Where are the rest of them ¢ 

Mr. Trerers. The rest are assigned in the field offices throughout 
the United States and Alaska. 

Mr. Tomas. Six regions. 

Mr. Trerets. Yes, sir. 

Mr. Tuomas. That will give you about another 700 in the regional 
offices, or 750. 

Mr. Trerets. Yes, of thiscategory. 


INCREASE IN PERSONNEL 


Mr. Tomas. What are the activities of the regional offices as com- 
pared to the activities of your central office ? 

Mr. Tirrers. They are the implementing level of our Bureau. 
sir. This increase of 134, if I can talk to those, I can get quite specific. 

Mr. Tuomas. Beg your pardon—about the 134? 

Mr. Tiprers. I will talk specifically to those. 

Mr. Tuomas. 134 in the District of Columbia ? 
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Mr. Trerets. No, sir. Five of the 134 are in the District of Colum- 
bia. The other 129 of this increase go to the field offices. 

Mr. Tuomas. You are talking about the increase. Go ahead. 

Mr. Tirrets. The reason for this increase, Mr. Thomas, is twofold, 
because this particular category of people are the ones responsible for 
two major programs. One is the coordination and management of 
the maintenance program, the positions for which we have + already 
spoken to, and the other 

Mr. Tuomas. That is your 783 in the District of Columbia. You 
are talking about your increase 

Mr. Trevers. Y es, sir. These positions plan and supervise the main- 
tenance program and the establishment program in the regions, so 
one reason for this increase—— 

Mr. Tuomas. First breakdown your 134. How many of them go 
to the District and how many go to the field ? 

Mr. Tiprets. Five to the District of Columbia and 129 to the field, 

Mr. Tuomas. Allright. Go ahead. 

Mr. Tierets. The reason for this increase of 129 is twofold: One 
is we are commissioning more facilities al] the time. We have more 
people. We have more technical procedures and inspections to per- 
form in the maintenance program. On the other hand, we have in 
this same group of people, certain numbers assigned to manage and 
supervise and plan the establishment program in the regions. An 
important reason for this increase is, as you indicated, 1957, 1958, and 
1959 equipment purchases are now being delivered to the field in 
volume. We have a tremendous program ‘of installation and part of 
these people are field planners and supervisors for that large volume 
of work. 

Mr. Tuomas. Why don’t you take some of that 783 out of the 
District of Columbia and put them in the field ? 

Mr. Tirrers. These 783 are divided here into a variety of plan- 
ning and technical management programs and all are occupied most 
effectively in those areas ‘of work from the national headquarters, 





FUNCTIONS OF PERSON NEL IN THE DISTRICT OF COLUMBIA 


Mr. Tuomas. Break that 783 down. What do they do in the District 
of Columbia ? 

Mr. Tiprets. Ninety-one of those are in the District of Columbia 
directly associated with the total planning of the maintenance pro- 
gram. The 9,000 field people we spoke of earlier that are involved 
in the execution of that program. 

Mr. Tuomas. Ninety-one of them are doing what, now ? 

Mr. Tirrers. Developing and planning maintenance programs, 
maintenance techniques, keeping up of the “developme nts, state of the 
art, issuing technical manuals and standards for maintenance of facili- 
ties and equipment ; 441 of these are associated directly with the estab- 
lishment program and development of specifications for procurement 
of the new equipment for the establishment program. They are writ- 
ing the actual procurement specifications, to be sure we buy the 
most usable equipment to meet operational needs. 

Mr. Tuomas. The GAO said ‘you had better get rid of those and 
get four or five people who know how to buy. 
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Mr. Tirrets. This involves design of radar, communications equip- 
ment, data-processing equipment. This is not a large staff when you 
consider the total amount of work that these people are involved in 
in terms of dollars and engineering contracts. 

Mr. Tuomas. Here is a bank down here that has $25 million de- 
posited and they won’t have more than 200 employees, or 250. You 
have 441. 

Mr. Quesapa. Weare not a bank, Mr. Chairman. 

Mr. Tuomas. He has a thousand more details to attend to than you. 

Mr. Trprets. We have had, since 1957, 1,260 equipment contracts 
with different contractors around the United States. These personnel 
are responsible for assuring that the manufacturer complies with the 
technical specifications on which the award of the contract was made. 

They also write the technical design specification and manage the 
total implementation of the national system. 

Mr. Tuomas. What do the 91 do? 

Mr. Trerers. They deal entirely with the maintenance program. 
They deal with the maintenance techniques, maintenance standards 
to be sure that the high-quality performance and reliability of our 
facilities is set and be sure it is attained. 

Mr. Tuomas. What is the classification of the 91 people? 

Mr. Trerers. They range from grades 11 through the division chief, 
a grade 17,and some stenographic help. 

Mr. Tomas. Your 16 and 17 are your technical people. 

Mr. Tiepets. Yes, sir. 

Mr. Tuomas. What about your 441? What is their grade? 

Mr. Trerets. They would average about a grade 10 because there are 
stenographic help in there as well as technical people. 


Mr. Tuomas. How many top people do you have from 11 through 
16 in here? 


Mr. Trerets. In that 441 

Mr. Harper. For the whole Bureau in Washington, for grades 12 
through 16 we have about 200 people. 

Mr. Tuomas. You have accounted for about 480. What do the other 
300 do in the District of Columbia ? 

Mr. Tierets. First, the 91 were maintenance, 441 in the establish- 
ment. Then we have 165 people that are in the Bureau dealing pri- 
marily with contract administration, supply programs, property con- 
trol, property management. 

Mr. Tuomas. How many are there of those ? 

Mr. Tiepets. 165 in that group. 

Mr. Tuomas. Dealing with stock control ? 

Mr. Trrrets. Stock, stores, et cetera. We have a tremendous re- 
sponsibility and activity in this when you consider our 10,000 facil- 
ities, the establishment of maximum and minimum requirements and 
seeing to it that these are procured and cycled through the warehouses. 
This is a complex program. 

Mr. Harper. They also do a tremendous amount of the procure- 
ment of stock and stores, particularly centralized purchase of radio 
tubes, and the acquisition of space. They go beyond just stock control. 

Mr. Trrrets. That is correct. 
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PERSONNEL IN STOCK CONTROL 


Mr. Tuomas. How many people do you have in your field? Where 
are these located in your field, all down in Oklahoma City ? 

Mr. Tirrers. No, sir. There are some in each field headquarters 
that do the field part of this work. 

Mr. Tuomas. Then you have got a thousand or 1,100 people in your 
Oklahoma City warehouse. How many do you have there? Is it 
850 or 1,000? 

Mr. Tiprers. There are 1,298 positions there, but they are divided 
between shops, warehousing and aircraft overhaul. 

Mr. Toomas. You have a unit down there on stock control. 

Mr. Harper. 226, 

Mr. Tuomas. You have 226, now, in your warehouse doing stock 
control work. How many do you have in your regional oftices doing 
stock control work ? 

Mr. Harper. The only stock-control work we do in the regional of- 
fice, where there is a small administrative 
Mr. THomas. Just give us the figures. 

Mr. Harper. Maybe one or two, each region. 

Mr. Tuomas. Then 165 in the District of Columbia, and your stock 
is allocated in one spot, in your big warehouse. 

Mr. Tierets. No, sir. Mr. Thomas, this stock control is only one 
small part of the total work. These are contracting officers who 
actually work 

Mr. Tomas. I asked you about the stock. Your stock is allocated 
in one spot, Oklahoma City. 

Mr. Tierets. That is the central stock, but each location, each 
facility has some stock on its shelves, too, for immediate repairs to 
the facilities. 

Mr. Tuomas. You mean you carry a little auxiliary stock in each 
installation ? 

Mr. Trrrets. Yes, sir. We have a very scientifically designed pro- 
gram for this. 

Mr. Tuomas. That figure you gave me for your inventory at your 
warehouse in Oklahoma City is incomplete. How many is your in- 
ventory at your various other installations of spare parts, et cetera? 

Mr. Tierets. On a nationwide basis, with the 10,000 facilities, I 
would say we would have another two to three million dollars worth 
of stock located at the facilities, such as radio tubes and supplies that 
have to be on hand when breakdowns occur—such as fuses and other 
devices. 

Mr. THomas. Do you have more than one stock clerk or any stock 
clerk at each facility ? 

Mr. Tirrets. No, sir, there are no stock clerks at these facilities, 
this is part of the maintenance man’s assignment, to keep this partiec- 
ular part of the stock together. We have a cycle reorder ordinarily, 
but when the technician runs below because of a sudden unexpected 
number of outages then he reorders on an emergency basis. The 
maintenance man does this as a part of his workload. 

Mr. Dean. Mr. Chairman, we have abolished the previous regional 
warehouses which led to the accumulation at dispersed points of large 
inventories. We now control through Oklahoma City all of our cen- 
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tral inventories and also the issuance of stock to our thousands of 
facilities. All that is kept at the facility is the small number of im- 
mediate items needed in case of a failure and to supply normal require- 
ments. Oklahoma City provides for the normal replenishment of 
this very minimal stock. There are no subordinate warehouses. 
There are no subordinate stock clerks. We have a highly mechanized 
and, I think, increasingly efficient system. 

Mr. THomas. Why do you need 16 percent for doing managerial 
work for maintenance of your facilities? You used 5 percent over in 
your air traflic management. It looks like you are a little topheavy 
on Washington. 

Mr. Tierers. No, sir, Mr. Chairman, there are over 494 positions re- 
lated to planning and supervision of the maintenance of facilities or 
about 514 percent of the approximately 9,000 positions in this activity. 

Mr. THomas. Your main job is really in Oklahoma City. 

Mr. Dean. Mr. Chairman, I would like to say this: We now have 
underway 

Mr. THomas. You had better let Mr. Tippets answer this. 

Mr. Trerets. Mr. Chairman, if I could clarify, these people are 
not just involved in stock work. 

Mr. THomas. That is clear. It is broken down two or three ways. 

Mr. Trerets. These people manage and program at the regional 
and Washington levels three very big programs, all directly related 
to each other: the establishment program, which is the $195 million 
estimate for 1961, and has been a very substantial program over the 
years; they also manage and plan the maintenance program and they 
also handle the contractual work and the stock and procurement work. 

Mr. Tuomas. You have 441 people doing that. 

Mr. Trerets. The 441 positions, sir 

Mr. Tuomas. In the District of Columbia. 

Mr. Tiprers. Yes, sir. They are primarily the engineering staff 
that write design specifications and effect acquisition of new equip- 
ment. 

Mr. Tuomas. How many of this 441 are engineers? 

Mr. Tierets. I would say 65 percent of them. 

Mr. Pytr. You have some clerical, have you not ? 

Mr. Trprets. I would say about 65 percent of them are engineers 
or specialists of one kind or another, electrical or electronic, mechan- 
ical engineers and skills of that nature. Some are nonprofessional 
types, but are categoried as airways specialists. 

Mr. Tomas. What does the rest of the crowd do in the District of 
Columbia? Ninety-one head up your Maintenance Division, 441 are 


writing specifications, et cetera. You have 165 dealing with stock 
control. 


Where is the rest of the 783 ? 

Mr. Trrrers. We have 86 in other specialized fields. We have some 
52 of that 86 involved in planning and frequency management. The 
proper deployment of the frequency spectrum and coordination with 
other users of radio frequencies is a complicated process. We have 
people assigned in here who assist in the development of the total 

lanning of the agency, in cooperation with Bureau of Air Traffic 
anagement and the Bureau of Research and Development. A small 
staff that manages our administrative programs and personnel utili- 
zation and organization and that sort of thing is included in the 86. 
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Mr. Tuomas. Thank you. 





OruEerR EXpEeNseEs 


Let us take a look at “Other objects” on page 115. I hope you 
can clarify this. If I recall correctly, your other objects run about 
50 percent of the total cost of your personnel cost. That is con- 
siderably high. Mr. Reporter, will you put the table on page 115 
in the record ¢ 

(The table referred to is as follows :) 


Analysis by object 


There follows an analysis by objective classification of the requirements pre- 
sented under “‘program justification.” 


1960 } 
aonienatiiatiatansiiatimmiianniids 1961 appro- 
| priation 
Appropri- | Base for 
ation | 1961 | 


Permanent positions__.........-- coe ieee a 30, 375 30, 286 | 34, 120 
Personal services: 


Permanent positions___..........--- inne F --| $187, 518, 653 | $202, 002,113 | $215, 296, 483 





Other positions. -_...........-- be Rk nin tlie : ee 876, 040 | 910, 251 938, 936 

Total, personal services _-_--.-- eas ‘ Ses --| 188, 394, 693 202, 912,364 | 216, 235, 419 

Other objects: | 

RD Re Neo ees ‘ - ve | 11, 336, 342 | 15, 333, 736 
Transportation of things sci : 2, 360, 682 3, 513, 196 
Communication services. -- oned ! 18, 590, 362 23, 226, 606 
Rents and utility services __. = ‘ 11, 467, 231 | 15, 693, 751 
Printing and reproduction , - 562, 415 | 627, 389 
Other contractual services <n 6, 311, 037 7, 324, 903 
Services performed by other age ncies ‘ a 1, 741, 549 1, 243, 125 1, 330, 278 
Supplies and materials........__-- : ican 17, 474, 341 | 19, 874, 795 24, 133, 134 
Equipment-.--- bis 4, 508, 188 1, 238, 688 | 5, 234, 198 
Grants, subsidies, and contributions 2 2 11, 308, 358 12, 222, 502 13, 063, 53) 
Taxes and assessments __ - --- ede 58, 504 59, 302 | 59, 897 

Total, other objects 85, 719, 009 90, 572, 024 109, 540, 619 
Deduct charges for quarters and subsistence 457, 702 474, 890 485, 038 

Total, all objects_.......- 273, 656,000 | 293, 009, 498 325, 291, 000 


Mr. Tuomas. This deals with other objects, giving a comparative 
breakdown between personal services and other objects. It is an ex- 
cellent table. You summarize your personnel cost again. You have 
50,375 permanent pomeyanots for 1960. That goes up to 34,129. Your 
dollar cost goes to $215,296,483 for your permanent positions against 
approximately $203 million for 1960. Specifically, your travel goes 
from $11,336,342 to $15,333,736. That is an increase of $4 million 
for travel. 

TRAVEL 

On 118 you say— 

Funds are needed by personnel required to travel in maintaining and operat- 
ing air navigation and associated facilities, travel of employees attending train- 
ing courses, for necessary transfers of employees and their dependents for the 
benefit of the Government, and for leave travel of personnel stationed outside 
the continental United States. 

Travel funds also are required by departmental and regional headquarters 


personnel in connection with their duties as supervisors, inspectors and coordi- 
nators. 
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That is five different classifications of travel. 

Now you break it down here into your training program. It shows 
an increase of approximately $1 million. That is for travel. That 
goes from $6.1 million up to—no, it is almost one million and three- 
quarters, from $6.1 million to $7.8 million; planning, engineering 
and supervision practically doubles, from $895,000 to $1,795,000; 
employee transfer from $507,000 to $866,000 ; employee biennial leave, 
from $447,000—that is a constant figure ; staff and supporting services, 
from $335,000 to $504,000 in 1961. Is that Washington travel, re- 

ional office travel, or both? 

Mr. Dean. Both, sir. 

Mr. Tuomas. How do you break it down between the two? 

Mr. Harper. It would be about $200,000 for Washington and about 
$300,000 for the field. 

Mr. Tuomas. How do you arrive at this big figure of $7,853,657 for 
travel for your training program ? 

Give us a little information on that, right quick. 

Mr. Harper. This is primarily for the added students we are 
going to send to Oklahoma City. We are increasing the courses 
and number of students there by about 20 percent. 

Mr. THomas. How many are you going to have this year? 

Mr. Harpver. We expect to have 13,000 students. 

Mr. THomas. Against how many last year? 

Mr. Harrer. About 7,000 or 8,000. 

Mr. Tuomas. It was a larger figure than that, was it not? You 
had around 9,000 in the school for 1960 as well as I recall it. 

Mr. Harper. I could be wrong. That is the figure I have here. 

Mr. Tuomas. I could be wrong, too. 

General Hutron. The student figure for 1961 is 13,615. 

Mr. Toomas. What wasit for 1960? 

General Hurron. About 11,000. 

Mr. Tuomas. What is the cost per student? Where does the cost 
originate, travel from what point to what point? Is it from his 
present job to the school at Oklahoma City and back to his job? 

General Hurron. Yes, sir, or from his home. 

Mr. Tuomas. Are these new employees you are recruiting? 

General Hurron. They are both. 

Mr. Tuomas. What part of them are new employees and what part 
of them are taking selfiidhs courses, et cetera? Break down your 
travel cost. This isa lot of money. Does this include a per diem, too? 

Mr. Harper. Yes, sir. 

Mr. Tuomas. Why charge this to travel, then? I guess that is the 
classical way of doing it. What part of it is actually transportation, 
actually what part of it is per diem? I think your per diem far ex- 
ceeds your travel, does it not 

Mr. Harper. It would be about 70 percent of it, sir. We pay the 
students $12 a day for the first 15 days and $9 a day for the rest of their 
tour. Many of these courses are for 6 or 8 weeks. 

General Hurron. Sir, may we put into the record 

Mr. Tuomas. Excuse me just a moment. Your travel is from 
what points? 
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Mr. Harper. For new employees it is wherever we recruit them. 
There is no specific point. Generally, it is in the area of the regional] 
office. 

TRAINING AT OKLAHOMA CITY 


Mr. Tuomas. You are not going to train 13,000 new employees. 

Mr. Harper. No, sir. 

Mr. Tuomas. What part of this group will be new employees? 

Mr. D. D. Tuomas. Sir, there would be 2,115 air traffic controllers 
that will be new employees. 

Mr. Tuomas. Mr. Tippets, do you have any of that crowd, too? 

Mr. Trppets. Yes, sir, we will have about 1,700 new employees who 
will go through an indoctrination course. 

Mr. Tuomas. How long will your employees go, Mr. Thomas, in air 
traffic ? 

Mr. D. D. Toomas. Eight weeks. 

Mr. Tiprets. Ours go 12 weeks. We are making them competent 
to keep this apparatus on the airways reliable. 

Mr. Tuomas. What about your Bureau? How many do you have? 

Mr. Purnam. 402 new employees to be trained. 

Mr. Jonas. Mr. Chairman. 

Mr. Tuomas. Mr. Jonas. 

Mr. Jonas. How many instructors are permanent employees? 

Mr. Tuomas. I think we got that figure in the record yesterday. 

General Hurron. Fiscal year 1961, 425 instructors. 

Mr. Tuomas. Are they permanently housed there? Are they per- 
manent stations? 

General Hurron. They will be there for tours of 1 to 2 years, 

Mr. Qursapa. They are permanent assignments, but we do not pro- 
vide them with homes. Their permanent assignment is there and 
there is no per diem. 

Mr. Jonas. They house themselves ? 

Mr. Qursapa. They house themselves. 

Mr. Tomas. You have an unexpended balance for 1959. 

Mr. Harrer. The unexpended balance is very small. I do not have 
the figure on travel but of the whole appropriation of $250 million 
we had less than one-half of 1 percent. 

Mr. Tuomas. What about your first 6 months of 1960? 

Mr. Harper. For the first 7 months of 1960 we obligated in travel 
$7,112,000. There isan availability of $14,125,000. 

Mr. Tuomas. For travel ¢ 

Mr. Harper. That is correct, sir. 

Mr. Tuomas. I donot read it that way. 

Mr. Harper. That is the total “expense” appropriation, sir. 

Mr. Tuomas. For travel ? 

Mr. Harper. This is one function. 

Mr. Tuomas. I thought it was about $12.7 million for 1960. 

Mr. Harper. That. is for traffic management and facility mainte- 
nance activity, Mr. Chairman. 

Mr. Tuomas. For the overall. Let’s stay with this one. We will 
get down to safety, et cetera. 
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Mr. Harrver. $5,700,000 of the $11.3 million available has been obli- 


gated. 


Mr. Tuomas. On that basis, you will come up with an unexpended 
balance of around $2 million, w ill you not ¢ 

Mr. Harprr. Sir? 

Mr. THomas. You will come up with an unexpended balance of about 
$2 million. 

Mr. Dean. Mr. Chairman, here, as in all other programs, the con- 
tinuous increase in the number of positions through the year results 
in a much heavier expenditure rate for travel during the ‘last half of 
the fiscal year than the first half. We are adding to the Agency some 
4,850 employees, many of whom are not yet on board. 

Mr. Tuomas. You are going to train them all ? 

Mr. Dean. Virtually all traffic controllers and maintenance people 
who are new employees and who are technicians now undergo training. 

Mr. D. D. THomas. Sir, due to the lack of training capacity those 
people from the military who have had prior tower service do not 
receive formal training. We put them directly into the towers. Inas- 
much as there is no training background precisely suitable for centers 
we send all of our people for center employees down here, 


BIENNIAL LEAVE TRAVEL 


Mr. Tuomas. Biennial still means twice; is that correct? What 
about this biennial leave ? 

Mr. D. D. Tuomas. That is every 2 years. 

Mr. Tuomas. Not twice a year? 

Mr. D. D. THomas. No, sir. This is a statutory requirement. 

Mr. Tuomas. What does the statute say? These people are based 
outside the continental United States 4 

Mr. D. D. Tuomas. Yes, sir. They are entitled to home leave, 

Mr. Tuomas. You furnish them food, quarters and transportation ¢ 

Mr. D. D. Toomas. Yes, sir. 

Mr. Tuomas. Is there relatively a fixed figure? How many people 
do you have stationed outside the ‘United States? 

Mr. D. D. Tuomas. In the air traffic management program, this 
runs around $250,000 a year and outside of the continental United 
States—do we have the precise figure on this? I would say we have 
around 2,000 people. 

Mr. Harper. 2,500 for all programs. 

Mr. THomas. What is the standard in the United States? What 
is your yardstick where you furnish this service ? 

Mr. D. D. Tuomas. Within the United States there is no such 
service. 

Mr. Tuomas. I thought you said in continental United States. 

Mr. D. D. Tuomas. I am sorry, sir, outside of the 48 contiguous 
States. 

Mr. Tuomas. That applies to—— 

Mr. D. D. Tuomas. Alaska, Hawaii, other oversea locations, 

Mr. Osrertace. Will the chairman yield? 

Mr. Tuomas. Yes. 
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EMPLOYEES TRAINED AT OKLAHOMA CITY 


Mr. Ostrertac. I was going to ask the General, but I do not care 
who answers it. Have you any percentage estimate as to the total 
number of employees that receive training directly at your training 
school as compared with those that do not? In other words, what 
percentage require training? Of course, I recognize that you have 
so-called on-job training at all facilities, but there must be a certain 
general yardstick by which training is required; not only new em- 
ployees, but all employees. 

General Hurron. In the case of air traflic controllers, 100 percent 
of them will receive training. They will receive it before they re- 
ceive their basic certification. In the case of the facilities mainte- 
nance people, eventually 100 percent will receive it as they progress 
from low levels to high levels and progress from elementary radio 
maintenance up to higher electronic maintenance such as radar. In 
flight standards I would say that eventually 100 percent of those will 
receive the training as they come back for proficiency training. 

Mr. Tuomas. Can you give a round figure? All of your new people 
receive some sort of training. Give him a percentage, what part of 
your total personnel load every year takes training—a third or fourth 
or fifth of it? 

Mr, Lurxarrt. I will give you an approximation subject to fixing 
it. That is about a third. 

Mr. D. D. Toomas. May I give a specific? 

Mr. Tuomas. 13,000 as against 42,000. 

Mr. Jonas. If the Chairman will yield? 

Mr. Tuomas. Yes. 

Mr. Jonas. Getting back to the training school, do you have any 
plans to expand the facilities there, General ? 

Mr. Qursapa. Yes, we do. We do not have any plans that would 
expand the training facilities in any material sense, but we will have 
to expand the training facilities only in direct proportion as our 
training load increases and our training load increases at the same 
proportion as our facilities increase. 

Mr. Jonas. How much rent do you pay for the building? You are 
in just one building, as I understand it. 

Mr. Dean. Yes. We have the rentals on all of the buildings. At 
the present time in Oklahoma City, for the training buildings we 
will pay around $486,000 in rent in 1961, out of a total rent of $1,541,- 
000 for Oklahoma City. 

Mr. Tuomas. When we get into rents and utilities, we will go into 
that. 

For the record, that is as nice an installation as I have ever seen. 
It is not extravagantly built, but it is as comfortable and modern as 
most universities. It is broken down into lecture rooms, into labora- 
tories. The equipment is nice. It is new. It is less than 4 years 
of age. It isa young university for all practical purposes. No school 
in the country has any better classrooms or any nicer classrooms. Cer- 
tainly it is adequate, it appears to me, for years to come. 

Mr. Ostertac. From whom is it rented ¢ 

Mr. Dean. From the city of Oklahoma City. 

Mr. Osterrac. What about airports? 
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Mr. Quesapa. It is a most favorable situation sponsored by what we 
call the Airport Trust. They give us these facilities at a rent that 
compares most favorably to the cost of comparable space in other 
areas. 

Mr. Tuomas. Mr. Boland? 

Mr. Botanp. Following Mr. Jonas’ question, isn’t there a point at 
which we start to go down, where you reduce the personnel responsible 
for training? After you have trained all these people, doesn’t there 
come a time when you do not have to train more! I realize you have 
to train with the problems that occur in this industry, but isn’t there a 
point at which you will start to go down, where you do not need this 
number of 425 instructors? There comes a point when everyone will 
be trained, I presume, except new personnel coming in, I appreciate 
the fact that they have to be trained. Isn’t there a point at which 
you are going to start down ? 

General Hurron. We do not see such a point because the industry 
does not stay still, After the DC-8 comes the DC-9. 

Mr. Botanp. You say you are going to train 2,422 in safety. These 
are new employees. There are about 4,300 new employees? You 
certainly are not going to train 4,300 new employees every single year 
from now on. 

Mr. D. D. Tuomas. If I may comment on this, sir, although we 
train about 2,600 at the Aeronautical Center, it will be slightly less 
than this next year of new employees entering. In air traffic man- 
agement alone we gave over 15,000 courses last year, individual courses 
to 16,000 employees. These are pilots, old controllers, to be sure, but 
there are new things coming in. We are expanding our radar so we 
had to give training in radar fundamentals. 

We are going into automation. Business machine computers are 
going in. Programing computers require a lot of time. To protect 
our people, we gave a tremendous number of training courses last 
year, I have forgotten the exact number of people, but extensive radio- 
logical training was necessary simply to learn how to use a geiger 
counter or something like it, to tell when to abandon the building. 

Mr. Tuomas. What Mr. Boland is getting into is quite obvious. 
Are you using this as a little additional paid vacation for some of 
your folks? 

Mr. D. D. Tuomas. On the contrary, sir; we are behind on the 
training we should be giving our people to keep up. 

Mr. Tuomas. You cannot educate them all every year, can you? 
You are sending to school a third of your employees every year. Your 
turnover is only 10 percent every year. When will you reach that 
saturation point where the training load will be about 50 percent 
of what it is now? 

Mr. D. D. Tuomas. Sir, the turnover rate in new center employees 
is 24 percent. 

Mr. Tuomas. Beg pardon? 

Mr. D. D. Tuomas. The turnover rate of new center employees is 
24 percent. The average rate of the agency—this varies, of course, 
entirely by the individual specialty, but their training down there 
is Only 8 weeks out of their first year’s employment so this is a very 
short time which, to me, is too little training to give them just a basic 
theoretical knowledge to pass their certificates. 
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Mr. Tuomas. We are not questioning the adequacy of the training, 
Weare leaving that up to you. : 

Mr. D. D. Tuomas. I realize that, sir. I was hoping to point out 
that we are paying not enough attention to training to meet the 
changes; that is, new jets, new radars and computers coming in. Our 
people have to constantly learn about these new devices, procedures, 
and techniques. 

Mr. Osrerrac. After an employee has received basic training at 
the training school, does he at some subsequent time require, let us say, 
a refresher course that requires him to go there? 

Mr. D. D. Tuomas. Sir, the answer is he required it and we have 
never given it tohim. We haven't had the resources to send him back 
to Oklahoma City. We do this by on-the-job training right now. 

Mr. Osrertac. Hasn’t Mr. Thomas got a point, that there is a 
certain turnover, naturally, of new employees coming into being that 
will require training? Isn’t there a point where you reach the satura- 
tion and people are pretty well tramed, except for possible retrain- 
ing? Then wouldn’t the level go down? I think that is a practical 
question. I do not know whether there is an answer to it. 

Mr. Pyue. I think there, Mr. Ostertag, and also in response to 
what Mr. Boland and the chairman brought out, we are going to 
eventually face a leveling off. We are not going always to be hiring 
people at the rate we are hiring now. We will bring new facilities in 
and eventually we will get off this catching up process. This will 
tend to level off the training. It is for this very reason that we are 
limiting our request on the Airport Trust to build us more buildings. 
We are in some areas getting crowded, we feel for the immediate 
vey we should use the present training facilities on a two-shift 

asis. The plant will take care of much of our requirements and 
therefore, we can do it on a two-shift basis to get over this hump. 
Then we get into the leveling off to which you all have referred, 

Mr. Jonas. Before you leave that point, may I tell you why I 
raise that question? We are closing down military installations all 
over the United States. There will be more closed down. Every 
time we close one it creates a tremendous problem in the community. 
IT am concerned lest we reproduce an Air Force Academy out there. 
You talk about having the Airport Trust build you new buildings. 
You are already paying $486,000 a year in rent. 

We haven’t even gone into the other costs. You are bringing 
13,000 students there a year and paying them how much a day per 
diem ? 

Mr. Harper. $10 average. 

Mr. Jonas. You have 425 instructors. You are buildmg up a great 
university there, as the chairman has pointed out. 

Mr. Tomas. It is already built. 

Mr. Jonas. Before we go ahead and expand it, I am just wonderin 
if you are giving any consideration to locating this school in one 0 
the abandoned military installations? GSA has two or three instal- 
lations now for sale. They can’t find any buyers for them. I am 
concerned lest we spend a whole lot of money and obligate ourselves 
for a permanent outlay of money at the same time we are closing 
down and razing a lot of facilities that we own. 

Mr. Pytx. The point you make, Mr. Jonas, is a very valid one. The 
answer to it is we are not going to expand significantly our training 
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facilities. We have the plant and even if we do have a peak in our 
training requirement we are going to make full use of the facilities 
on a double shi ft basis. : 

Now, there is one point that I think we must make and that is that 
to fractionate our training and disseminate it all over the country 
makes an inefficient operation. If we can do it all in one place, we are 
better off. 

Mr. Tuomas. Mr, Jonas, may I interrupt? You have a warehouse 
down there approximately 5 550,000 square feet brand new. These 
people have an installation in New Jersey where they do research and 
development and testing. The maintenance cost is very, very heavy. 
Less than 40 miles from them the Government has over a million 
square feet in warehouse space, idle and vacant. 

Mr. Jonas. That sort of thing is what concerns one. We don’t have 
any control over the utilization of the facilities we have. 

Mr. Osrertac. I might inject here, if I understand it correctly, the 

research center or facility near Atlantic City was a Naval Establish- 
ment taken over from the Navy. 

Mr. Quesapa. That is right. This saved us, if I may risk a figure, 
somewhere in the vicinity of $50 million. 

Mr. Tuomas. And less than 30 miles from there there is one of the 
biggest warehouses in the country. It is an Army installation. I 
think there was 2 million square feet of covered warehouse space, 

That only became available in the last 2 years. Your installation 
was built 4 or 5 years ago. Let’s put that in the record. At the time 
you needed it, it was not available. Is that the answer? 

Mr. Pye. Yes, sir. 


JOMMUNICATIONS SERVICES 


Mr, Tuomas. Let us take a look at some of the big items: “Commu- 
nications services,” “Rents and utilities,” “Supplies and materials.” 
We will look at your other contributions, including subsidies, grants. 
You do not have too large control over them. 

Let us turn to page 1 20 and look at “Communications services.” 

At this point in the record, Mr. Reporter, put pages 120 and 121 in 
the record. 

(The pages referred to are as follows :) 


Other objects 








1960 
a BS ht A. ee 
priation 
Appropri- | Base for 
stion 1961 
Communication services: 
Facility control lines____- eS Ber ee $5, 104, 516 $5, 369, 690 $5, 561, 256 
Traffic control interphone lines 8, 738, 065 | 8, 739, 548 11,019, 191 
Traffic control and aviation weather tele type ‘writer cir- | 
li Rail iid atlas nth ich sind teant each 2 calpain telah unibeas  alich ae diebeeite 3, 074, 174 | 3, 157, 387 4, 775, 809 
Local tele phone, toll ¢: alls, and miscellaneous costs______- 632, 650 684, 508 710, 692 
SE ——— SS aaa 
I NN es mate pie wnad 17, 549, e 17, 951, 133 22, 066, 948 
Staff and supporting services___- Fete Petins one 1, 040, 95 1, 040, 957 1, 159, 658 
—_——___ ~ ee ae <r Se 
nn 18, 590,362 | 18, 992, 090 | 23, 226, 606 





948 





EXPLANATION 


Under this heading are included control line rentals for remote contro! 
telephone circuits required in the operation of air navigation facilities, head- 
quarters and facility local telephone service, toll calls, letter postage, renta] 
of post office boxes, telegraph charges, and line rentals for the nationwide net- 
work of interphone and teletypewriter circuits. Interphone and teletypewriter 
charges cover contracts for: 

(a) Lease of full-time long distance telephone lines used to transmit messages 
pertaining to the flow and control of air traffic operating under instrument flight 
rule weather conditions (service F). 

(b) Lease of lines for the collection and distribution by teletypewriter of 
hourly and special surface weather reports and notices to airman concerning 
field conditions, inoperative air navigation aids, etc. (service A). 

(c) Lease of lines for transmission and reception by teletypewriter of 
messages containing visual flight rule notification data inflight progress reports, 
and aircraft arrival reports (service B). 

(d) “Lease of lines for collection and distribution by teletypewriter of three 
or six hourly weather data, pilot balloon reports, radiosonde and upper air 
observations and weather map data, airway terminal and regional forecasts 
and weather advisories (service C). 

(e) Lease of lines for collection and distribution by teletypewriter of over- 
sea and foreign meteorological data for use in the preparation of weather maps, 
charts, and advisories required for oversea and foreign aircraft operations 
(service O). 

Mr. Tuomas. Your communication bill rises from $18,992,000 to 
$25,226,606. How do you justify that increase? Your largest in- 
crease is from $8.739.000 to $11.019.000 for traflic control inter- 
phone lines. There is an increase in the neighborhood of about $2 
million. 

Mr. Harper. Sir, on pages 96 to 98 under a separate head is a de- 

tailed justifics ition, technical control lines and interphone lines. That 
is on pages 96 to 98, sir. 

Most of these communications increases are for technical com- 
munication as distinguished from telephone calls and telegrams. 

Mr. Tuomas. That is your personnel cost for it, though. That is 
your equipment cost. You are not using this same figure twice. 

Mr. Harper. No, sir. 

Mr. Tuomas. They are two separate and distinct figures are they 
not ? 

Mr. Harper. No, sir. In the first part it is under the program por- 
tion of the estimate and in the back it is repeated under the break- 
down by object. It is the same item. 

Mr. Tuomas. Same item broken down ina different way ? 

Mr. Harper. Yes, sir. 

Mr. THomas. What is it for? 

Mr. D. D. Tuomas. Mr. Chairman, the biggest cost, as you pointed 
out, is for the interphone circuits that connect the controllers to- 
gether in adjacent facilities. That is, for example, Washington and 
New York are connected together, Washington and Atlanta, Atlanta 
and Jacksonville. 

Mr. Tuomas. How do you arrive at this figure? It is for services 
rendered. Whom do you pay it to? 

Mr. D. D. Tuomas. This goes to the telephone companies. It 1s 
all for rented communications equipment, telephone equipment. Well, 
part of it is for our weather teletype circuits but this is the device 
that enables a controller at one radarscope to talk to a controller at 
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the next radar location and in effect as we say, “hand off” the radar 
targets from one to another and enable us to provide radar service. 

If we did not do this, then we would have to go into the entire 
problem of identification, refiling flight patterns. 


INTERPHONE SERVICE 


Mr. Tuomas. Lease of full time long distance telephone lines used 
to transport messages. What part of the $11 million is that? 

Mr. Trrvets. I have the detail cost analysis here, Mr. Chairman, 
if you like, and I can give you the cost in miles for different cate- 

ories. 

We actually lease 5 different kinds of land-line services for Mr. 
Thomas’ ATC service, as you just indicated. Interphone service in 
1961 will have 193.8 90) miles of interphone center to center, tower 
to tower, radar to radar, in a variety of complexities which Mr. 
Thomas has described. 

Mr. Tuomas. By that method, if you have a plane lost you can 
locate it wherever it is. 

Mr. D. D. Tuomas. Yes, sir; this helps. This permits the control- 
lers to talk to each other, and then they can use whatever tools they 
have available, direction-finding rad: ar, whatever is available. 

Mr. THomas. Why the increase of $2 million this year? 

Mr. D. D. Tuomas. For new services and new facilities going in, 
sir. 

Mr. THomas. How many new installations did you establish? This 
must arise by virtue of the fact that you established a new installa- 
tion, does it not ? 

Mr. D. D. Tuomas. Yes, sir, in part; and in part an increase in 
traffic over the existing ones. This has to do with new radars we are 
putting in for the 25,000 miles of extended jet routes for the civil 
jets, for the new towers going in, and other new services which are 
listed in here. Would you like me- 

Mr. Tuomas. You might give us some information. There is a re- 
quest for $11 million. You might give usa few details. 

Mr. D. D. Tuomas. The entire interphone activity, sir—I am not 
trying to be evasive. I am trying to understand. Sir, at each center 
and each tower and each station, each of our facilities is connected 
one to another by a full-time telephone service which is supplied by 
the telephone companies. The controller merely picks up the phone 
and dials 2 digits or speaks into the voice and he can intercommuni- 
cate with the others. 

Mr. Tuomas. This connects the centers and the towers ? 

Mr. D. D. Tuomas. And the stations. 

Mr. Tuomas. And the stations. 

Mr. D. D. THomas. Yes, sir. This gives us a rapid means of ground 
communications by voice for control instructions. This is only for 
control. Our flight plan data for the most part are handled by tele- 
type line and all of our weather data are handled by teletype line. 
But rapid control and movement information are handled by inter- 
phone. 

Mr. Tuomas. These two methods are tied up in this $11 million? 


Mr. D. D. Tuomas. Yes, sir. 
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Mr. Tuomas. Why the increase of $2 million over last year? 

Mr. D. D. Tuomas. In the way of new facilities, we have an in- 
crease in our radar services. In our towers we are going from 154 
to 184 towers. Our centers from 35 to 36. Our direction finders, 
although they are staying about the same, are interconnected. Our 
communications stations are going up by one. The number of nayj- 
gational aids is going up from 714 to 759. 

Mr. Tuomas. Add it all up, it is less than 100. Why should it cost 
$2 million ? 

Mr. Tirrers. If I might help, sir, because we provide this service, 
I have a breakdown as to how these services fit dollarwise into this 
$3,898,065 on page 96, which we are talking to. In the interphone 
area it breaks down into 8 items to give the improved service and 
expanded facilities Mr. Thomas has referred to. 

The first item is to add interphone service or interfacilities coordi- 
nation for aircraft under radar surveillance, $378,423. _ 

Mr. Tuomas. Mr. Tippets, are these firm figures ? 

Mr. Tirrets. These are hard figures, sir, based on the tariffs that 
we pay for these different types of lines and telephone service. 


METHOD OF COMPUTING BASE FOR 1961 


Mr. Tuomas. I notice throughout the justifications you give the 
expenditures for 1960 from appropriated funds and then the base for 
1961, and from there you go to an estimate. In every instance your 
base is always larger than your appropriated figure for 1960. How 
do you account for that? What do you mean by your base? 

Mr. Dean. All that means is that during the year as our new facil- 
ities come into operation, the total program and plant which we must 
operate will grow by the end of the 1960 fiscal year to the indicated 
base figure. 

Mr. Tuomas. But your 1960 dollars did not grow. 

Mr. Dean. But our 1960 dollars were planned from the outset to 
reflect this gradual growth. 

Mr. Tuomas. What does the 1961 estimate mean, then ? 

Mr. Dean. Our 1961 estimate is what would be required to carry 
the 1960 year end size program for a full year plus the cost of meeting 
increases in 1961 workload and the operation of new facilities. 

Mr. Tuomas. Your 1960 is limited by the amount of dollars you 
had. 

Mr. Dean. That is correct, and we conformed closely to it. 

Mr. Tuomas. What is the object of your base when you come up 
with an estimate for 1961 ? 

Mr. Dean. Our base is based on a thorough analysis of the cost of 
continuing to operate and maintain every facility completed by the 
end of 1960. 

Mr. Tuomas. If you stopped at the end of fiscal 1961, it would cost 
you just that much money ? 

Mr. Ovgsapa. And continuing without change. 

Mr. Tuomas. Where would you get the money to carry it on, then? 

Mr. Dean. Our budget for 1961, Mr. Thomas- 

Mr. Tuomas. If you were to stop at the end of the fiscal year, you 
would have a deficiency for your fiscal 1960 year, then, would you not? 
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Mr. Dean. No, sir. 

Mr. Tuomas. That is bound to follow. 

Mr. Dean. Mr. Chairman, to take the 1960 fiscal year, we have from 
the time we justified it to your committee and to the Congress, — 
gram for the increasing use of those funds during the 1960 

ear. 

Mr. Tuomas. That isfundamental. We follow that. 

Mr. Dean. Then we have a base established which we present to 
you for 1961, and in addition to that base 

Mr. Tuomas. Why is the base larger than your actual dollars for 
1960 @ 

Mr. Dean. Because we did not operate our full program, Mr. 
Chairman, during all of 1960. 

Mr. Tuomas. Are you saying that your base is figured on the 12th 
month of the fiscal year 1960? 

Mr. Dean. That is precisely so. 

Mr. Tuomas. And your funds have been allocated not necessarily 
for your 12th month, but on the basis of 12 months? 

Mr. Dean. We allocated our 1960-—— 

Mr. Tuomas. What good does it do for you to go to all this work 
and put in a base ¢ 

Mr. Dean. This is to be helpful to the committee, to show what the 
costs will be. 

Mr. Tuomas. We can end all the argument. You can leave it out 
next year. 

Mr. Quesapa. Then it will be left out. 

Mr. Tuomas. We are all confused. 

Mr. Quesapa. It shall be done. 

Mr. Tuomas. It certainly does not clarify the situation. 


(Off the record.) 





TELEPHONE COSTS 


Mr. Tuomas. Tell us about your telephone costs. They jump from 
$684,000 to $710,000. Where do those calls originate, and what about 
your staff oad supporting services, which jumped from $1,040,000 to 
$1,159,000? Where is this spent for staff and supporting services? 

Mr. Harper. That is the money spent in regional headquarters and 
in Washington for all the functions under this head. It is under one 
entry. 

Mr. Tuomas. Is this for nothing but long distance and Western 
Union, or have you stamps in here ? 

Mr. Harper. Some stamps are in here. 

Mr. Tuomas. Why the increase? How much of it is spent in the 
field and how much is spent in the District of Columbia ? 

Mr. Harrer. I do not have that separation, sir. We can get it for 
you. 

Mr. Tomas. It is a large amount for long distance and Western 
Union, is it not? ‘That is all it covers. 

Mr. Harper. The increase is related to the increased employees and 
activities. 

Mr. THomas. They will not all do the talking. This is staff work, 
is it not? 

Mr. Harrerr. Yes, sir-—— 
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Mr. Tuomas. What about your local calls and your toll calls? Yoy 
have an item up here. How do you break that down? 

Mr. Harper. Those are calls originating in our field facilities and 
district offices. 

Mr. Tuomas. You have part of this in your staff and supporting 
services ¢ 

Mr. Harper. The staff and supporting services, finances the regional 
headquarters and Washington costs. 

Mr. Tuomas. How much can we reduce this communications bil] 
without disturbing the efficiency of the organization ? 

Mr. Dean. Mr. Chairman, we now have underway in the agency a 
program of analyzing monthly what is being charged each bureau and 
office and in the region to make this determination. This estimate 
was based on a conservative appraisal of the agency’s growth. It 
would be unfortunate if we were unable to carry on essential com- 
munications. 

Mr. Tuomas. This item of traffic control and interphone lines js 
very essential. You have increased it about $2 million. Why can you 
not leave the figure at that and let the rest of it go? We will takea 
chance with you on that. Certainly people must talk to each other in 
the field and in the staff. Here is where your money is needed if it is 
needed at all—the increase in the traffic control interphone line. Why 
increase your weather circuits by approximately $1,450,000? 


WEATHER REPORTING SERVICE 


Mr. Quesapa. On this one, Mr. Chairman, I think we ought to tell 
you that one of the greatest burdens we have upon us is to improve our 
weather reporting service. 

Mr. Tuomas. Nothing is more important than the weather. 

Mr. Quesapa. That is right. 

Mr. Tuomas. I notice every newspaper has the weather every day 
on the front page. When a man gets up in a plane, I guess he wants 
to know about the weather, too, does he not ? 

eee Quersapa. Except he wants to know about what it is then and 
there. 

Mr. THomas. Why the increase? More weather stations? 

Mr. Quesapa. More stations and more service. 

Mr. Tuomas. How do you break this down? How does the cost 
originate ? 

Mr. D. D. Toomas. In the weather services we have several improve- 
ment programs going on. 

Mr, Tuomas. This service is supplied by your stations, in other 
words. 

Mr. D. D. Tuomas. Yes, sir. This is supplied by the stations, and 
this is the teletypewriter cost and the line cost. 

Mr. Tuomas. Does it originate and pertain to Dr. Reichelderfer’s 


getting more money, or what ? 

Mr. D. D. Tuomas. No, sir; this does not have anything to do with 
taking the weather observations, but simply transporting and dis- 
seminating the data. There is not enough circuit time on the present | 
weather teletype circuits to get.all the weather that is required, and 
this is particularly true with the high-speed, long-range airplanes. In 
the past it was quite adequate to know the weather as far as Fort 
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Worth or Kansas City or Denver or Miami, but now we need to know 
what it is in Los Angeles and what it is farther on. We need to 
know it more frequently. 

Mr. Tuomas. I agree with you. 

Gentlemen, let us adjourn now and return at 1:15. 


AFTERNOON SESSION 


Mr. Tuomas. The committee will come to order. 

Mr. Prue. I wonder if I could bring up a point that might be help- 
ful, I do not think we were very responsive to the question of the 
communications services. I think that we can give you a logical break- 
down of the increase in terms of mileages, of additional circuits, and 
so forth that would be helpful. 

Mr. Tuomas. You may extend your remarks in the record at this 


oint. 
(The requested information follows :) 


The traffic control interphone and teletypewriter communications system is a 
nationwide network of communications circuits used to relay air traffic con- 
trol information and to transmit aviation weather data and reports. The in- 
crease of $3,898,065 in 1961 is requested for the following purposes. 


INTERP HONE 


This service consists of a system of telephone circuits for direct communica- 
tion between ground stations for traffic control purposes. 

Additional interphone circuit mileage, $378,423.—This requirement covers 
additional circuitry needed to provide more expeditious interfacility coordina- 
tion of aircraft under radar surveillance generally and as required due to radar 
handoffs for civilian and military jet operations, and to reduce delays during 
peak periods as well as to keep pace with increased aeronautical activity. In- 
cluded are 8,000 miles for direct intercenter communications; 5,600 miles for 
center en route control and 2,400 miles for tower en route control. 

Rearrangement, modernization, and expansion of terminal interphone equip- 
ment, $27C,400.—This item covers requirements for the replacement of obsolete 
equipment to keep pace with the general advances in equipment design and engi- 
neering, relocation of facilities and the addition of communication facilities for 
new operating positions. 

Flight assistance services, $58,015.—This is a continuation of a program of 
preflight assistance service (pilot briefing and flight plan filing) by means of in- 
terphone lines between FAA facilities and adjacent airports. This increase 
would provide service at 42 additional airports where 50 or more active aircraft 
are based. The additional funds will provide an increase of approximately 1,416 
miles of interphone service. 

Improved interphone facilities, Anchorage and Fairbanks, $23,225.—This item 
provides for improved 102—-A key systems in the Anchorage tower and the Fair- 
banks combined station-tower. 

Military flight service interphone, $300,000.—It is planned to assume military 
flight service functions in the contiguous United States which will require addi- 
tional communications lines estimated to cost $300,000. 

Interphone for relocated centers, $1,162,500—The relocation of certain air 
traffic control centers will result in increased interphone costs in 1961. These 
increases are in part due to increased line rentals and termination liabilities, 
but are chiefly the result of the equipment installation costs at the new locations. 

Interphone for new towers and combined station-towers, $33,080.—During 
fiseal year 1961, 34 new towers are scheduled to become operational. This will 
require the leasing and installation of interphone equipment. 

Interphone for military approach control facilities, $54,000—The FAA will 
assume from the military the cost of leasing interphone equipment and asso- 
ciated lines at three military facilities. The estimate also includes costs asso- 
ciated with rearrangement and modernization of certain equipment. 
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TELETYPEWRITEB 


This service consists of a national teletypewriter network provided to collect 
and disseminate information concerning aviation weather, notices to airmen, 
and other specified data. 

Teletypewriter service A general improvements, $733,368.—This item covers 
the line rental for the rearrangement and modernization of the present teletype 
system which is now overloaded. Additional area circuits and provision of 
cross-country, high-speed. circuits are provided to expedite the transmission of 
weather data. Approximately 13,600 miles of additional service would be 
provided. 

Teletypewriter services A, B, O, and O increased speed (100 words per minute), 
$4382,278.—This item covers the cost in the 48 contiguous States of increasing the 
speed at which all teletypewriter equipment will operate from 75 to 100 words 
per minute, thus meeting the need for more rapid transmission of aircraft flight 
progress reports and weather information. 

Teletypewriter switching system modernization, $390,600.—This item provides 
automatic equipment for relay of teletypewriter messages at the San Francisco, 
New York, and Miami international air traffic communications stations, and is 
needed to reduce the time required to transmit messages. 

Teletypewriter B for center computers, $62,176.—Recently a program was ip- 
augurated to utilize digital computers in air traffic control centers to handle the 
increasing volume and complexity of aircraft traffic. To permit the flow of 
processed air traffic data between adjacent computers, high quality teletype 
writer service B communication lines are required. This increase will allow 
the interconnection of several computers for operational as well as test purposes, 


RENTS AND UTILITIES 


Mr. Tuomas. Let us take a look at your rents and utilities. You 
had $11,467,231 in 1960 and you go to $15,693,751 in 1961, a $4,226,520 
increase. 

We shall insert page 122 in the record at this point. 

(The page referred to follows :) 


Other objects 


| 1961 appro- 
priations 










Appropti- 
ations 





Rent and utility services: 








Rental of buildings and land..._..__- | $2, 250, 804 $2,637,792 | $2,916,912 
Utilities. ______- Re di | 4,825,514] 5,181, 505 | 5, 554, 450 
Traffic control computers __-. _.--- ; 2, 687, 816 3, 859, 998 | 5, 170, 682 
Equipment rental and miscellaneous costs _ - --| 33, 003 33, 993 | 33,03 
Total direct program. _.....___._.. J 9,806,227 | 11,713,288 | 13, 676,017 
Staff and supporting services.____.._.._.- ahi atin hia 1, 661, 004 | 1, 790, 044 | 2, 017, 734 
Cost, 1960 and 1961_....-- 


anpghnb<tginnasiehnoeeen 11, 467, 231 13, 503, 332 | 15, 693, 751 


EXPLANATION 


Rents and utility costs are incurred for building and land rentals for the 
numerous air navigation facilities, headquarters offices, aircraft hangar space, 
and training facilities, and for heat, light, power, water, gas and other utility 
services not included in rental contracts. Under this item is included the rental 
cost of electronic computer equipment for traffic control. 

Mr. Tuomas. Mr. Jonas was asking about the rent bill at the Okla- 
homa City warehouse and training center. I presume that that item 
is covered in the rental of buildings and land, so break down your 
figure of $2,916,912, which is an increase of about $300,000 over last 
year. 
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Mr, Dean. The entire rental cost of Oklahoma City for 1961 will 
be $1,541,000. This includes all facilities at Oklahoma City. In 
addition, there will be a utility cost at Oklahoma City of $281,000. 

Mr. THomas. $1,800,000, rents and utilities ? 

Mr. Dean. That is correct. 

Mr. THomas. Where is the remainder? 

Mr. Harrer. That item is in the one:labeled “Staff and supporting 
services.” The rent of buildings and lands is for navigation facilities 
and district offices. The Oklahoma City item is in the lower item, so 
your $2,900,000 is for field facilities and a lot of it is land. 

Mr. Tuomas. $2,916,000 is for field facilities and your $2,017,000 
is also for Oklahoma City # 

Mr. Dean. Not all. It includes Oklahoma City. 

Mr. Tuomas. What is the other $300,000 for—for staff and support- 
ing services ? 

r. Harper. Rental of headquarters space primarily in Alaska 
and Honolulu. In the other cities the General Services Administra- 
tion provides us with our regional headquarters space. 

Mr. THomas. How much space do you have in Honolulu? 

Mr. Harrver. About 30,000 square feet for 1961. 


SPACE IN HONOLULU 


Mr. Tuomas, How many employees are in the Honolulu office? 

Mr. Harper. 990 in the whole region. I do not have it broken 
down. 

Mr. Tuomas. Do you have an approximate figure ? 

Mr. Harrer. About 300. 

Mr. Toomas. Your rent is how much? 

Mr. Harrer. About $120,000. 

Mr. Tuomas. How many square feet? 

Mr. Harper. Approximately 30,000. 

Mr. THomas. $4a square foot That is pretty expensive. 

Mr. Harper. It is expensive in Honolulu. There are very few 
rental buildings in Honolulu. 

Mr. Tomas. Do you not have some military installations where 
you can go? It is not necessary that you be right on Main Street. 

Mr. Harrer. We will agree. Our warehouse is on a military instal- 
lation. We moved from the airport to a military facility that they 
turned over to us. As far as office space is concerned, there is none 
available for that purpose. 

Mr. Toomas. None on the military installations? 

Mr. Harper. No, sir, not when we got there. We need a few more 
feet now and cannot get the space. 

Mr. Botanp. How long is the lease in Honolulu ? 

Mr. Harrrnr. It isa 5-year lease. 

Mr. Tuomas. How much longer is the lease to go? 
; Mr. Harper. I cannot speak to that. I would say approximately 

ears. 
r. Tuomas. How many military installations are there there? 

Mr. Pyte. I cannot answer that. I have never been there. I was 
stationed there during the war. There are a lot of military installa- 
tions, as you know. We will look into this. That is the only thing 
that I can tell you. 
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Mr. Txomas. With all the military installations you should be 
able to find something. 
Mr. Pyte. These facilities are usually pretty crowded out there, 
Mr. Tuomas. What about the rental of buildings and land, $2,916, 
912%? These two items ought to be combined. They would be prac- 
tically $5 million. 


RENTS FOR AIR TRAFFIC CONTROL AND AIR NAVIGATION FACILITIES 


Mr. Trevets. That occurs in the facilities program in the field; $14 
million of that is associated with six traffic control centers that we are 
renting, and the balance is primarily for land and communications 
office space and the like throughout the country. 

Mr. Tuomas. $1.4 million for how many contro] centers? 

Mr. Tiprets. Six. 

Mr. Tuomas. Where are they located ? 

Mr. Tierers. Oakland, Jacksonville, Atlanta, Cleveland, San An. 
tonio, Indianapolis. 

Mr. Tuomas. Where are these centers located with reference to the 
cities? Are they in outlying areas? You do not want a control center 
down in town ? 

Mr. Trerers. Oakland is about 15 miles from downtown in a com- 
munity known as Fremont. 

Mr. D. D. Tuomas. At Jacksonville it is about 23 miles north ata 
little town called Hilliard. 

Mr. TuHomas. What does the space cost you at Jacksonville and Oak- 
land ? 

Mr. Pyie. We will have to furnish that. 

(The requested information follows :) 

The annual contract rate for rental of the new center building at Jacksonville, 
Fia., is $240,541 and at Oakland, Calif., $229,248. 

Mr. Tuomas. Who procures that space for you, the General Services 
Administration, or do you do it yourself? GSA built you some con- 
trol towers, I know, with your money. 

Mr. Tiprets. The control towers are usually built under the munici- 
pal airport program. These particular centers were built by the Gen- 
eral Services Administration. I am not sure whether we transfer the 
rental funds to them, or paid direct. 

Mr. Tuomas. You are paying rent on six of them. 

Mr. Dean. That is correct. 

Mr. Tuomas. What is the other $1.5 million used for ? 

Mr. Trrerets. The rental of navigation aids sites. Sometimes we 
lease a bit of land for $1 a year or $10 a year, and sometimes it is for 
field maintenance facility offices, and so forth. 

Mr. Tuomas. Does the General Services Administration secure these 
sites in the leased quarters for you, or do you do it ? 

Mr. Dean. In connection with the centers, the GSA negotiates the 
arrangements for the leased sites. 

Mr. ‘Tuomas. Why the increase of $300,000 this year over last year! 

Mr. Tiprers. Primarily because of the new traffic control center 
building program. 

Mr. Txomas.. You show a rent item in round figures in both cate- 
gories, staff, and supporting services and rental of buildings and land 
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of about $5 million. Is this your total rent bill for land and 
structures ? 

Mr. Harrer. Yes. It is for this function, traffic management, and 
facilities maintenance. There is another rental bill under flight 
standards. 

Mr. Tuomas. We will get to that. Is this the total rent bill now? 

Mr. Harper. Yes. 

Mr. Tuomas. For control and facilities? 

Mr. Harper. Yes. 

UTILITY COSTS 


Mr. Tuomas. What is covered in your utility bill? 

Mr. Tierets. This is for power, heat, light, and gas at navigation 
facilities where it is not included in the basic rental cost. This is 
spread throughout the country at many of the 10,000 facilities we 
have. 

Mr. Tuomas. Why the increase? 

Mr. Trrrets. New facilities. This is because we are commissioning 
new navigation aids, 

RENTS FOR COMPUTERS 


Mr. THomas. Your computers go from $3,859,998 to $5,170,662. 

Mr. Tierers. That provides for the rental of nine computers in the 
fiscal year 1961. In 1960 we had only six of these computers in oper- 
ation for a part year, but we are going to operate nine in 1961. They 
are located at Atlanta, Boston, Cleveland, Indianapolis, Jacksonville,. 
New York, Okland, Pittsburgh, and Washington, D.C. 

Mr. Tuomas. Do you mean that the rental alone is $750,000 a year? 
What is your operation and maintenance cost? I presume that there 
is no maintenance cost ¢ 

Mr. Tievets. No, sir. 

Mr. Tuomas. Is this IBM or Remington-Rand equipment? 

Mr. Tierets. Some of both, 

Mr. THomas. And they maintain it for you? 

Mr. Tirrvers. Yes, sir. 

Mr. THomas. What does it take—30 or 40 people to operate one? 

Mr. D. D. THomas. Insofar as the programing and use in air traffic 
control is concerned, we are allowing 16 people per site for the 16- 
hour-day operation. The maintenance of the facilities is not included 
inthe price. ‘They own the machines. 

Mr. Tuomas. Are these nine machines in the same towns as your 
district headquarters ? 

Mr. D. D. THomas. No, sir. 

Mr. Tuomas. Why did you pick these spots out ? 

Mr. D. D. Tuomas. They are not related to the headquarters’ func- 
tions. They are related to an air traffic control function which takes 
a proposed flight plan, computes the flight, and breaks it down by esti- 
mates over various fixes, and in fact does a routine calculation that 
the controllers did manually. 

Mr. Tuomas. You put them in your heaviest traffic centers? 

Mr. D. D. THomas. Yes, and we are spreading them out so that we 
can join them together to get an area. One computer talking to an- 
other, like Washington and New York, is much more efficient than a 
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computer say at Washington and one at Denver that could not com. 
municate. 


Mr. Quesapa. They serve an operational rather than an administra- 
tive function. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. Let us take a look at your other contractual services 
appearing on page 124, which page we shall insert in the record at 
this point. 

(The page referred to follows:) 


Other objects 











1960 
saieaiaiiniiisnnde asain aa 
priation 
Appropri- | Base for 
ation 1961 
Other contractual services: | 
Maintenance of facilities.....__...__.___. lia ciated $3, 609, 558 $1, 882, 943 $2, 214, 117 
Maintenance and operation of vehicles and off-road auto- 

ALLELE EE 149, 847 151, 296 151, 296 
Maintenance and overhaul of aircraft. _...........-......- 1, 384, 500 1, 311, 800 2, 124, 700 
Government contribution for employee insurance: 

Life and accidental dismemberment. - .---...........- 565, 009 605, 546 642, 835 
OS "eee eee ‘diaiiectibe ives siinteadcntth ons enlee 1, 203, 800 
Contractual training on specialized equipment__._........ 34, 200 51, 040 
Repair of headquarters equipment and miscellaneous con- 

tractaal services... ..................... earns disnaisdeie 105, 007 102, 217 102, 217 

Sits ia cen ec amaigpepennsouninen 5, 848, 121 4, 104, 842 6, 517, 405 
Staff and supporting services. -_-_..................-...-... 462, 91 491, 496 807, 498 

I EINOR eect cee ce tees ee bcde cone ecenees 6, 311, 037 4, 596, 338 7, 324, 903 





EXPLANATION 


Contractual services are utilized in the maintenance and repair of field facili- 
ties such as control quarters, radio range buildings, access roads, radio towers, 
power sheds, and vegetation control and to provide for training facilities when 
in the interest of the Government to contract for services rather than employ 
intermittent or full-time employees. Funds are included under this heading for 
maintenance and repair of equipment such as trucks, tractors, graders, and snow- 
removal equipment used for servicing facilities; repair of operating equipment; 
repair of passenger cars; and overhaul of aircraft engines, instruments, and 
accessories ; and contractual training of maintenance personne! in the character- 
istics and operational capabilities of new electronic equipment. Provisions have 
been made for witness fees and for the Government’s contribution to the em- 
ployees group life insurance and accidental dismemberment insurance program, 
and the employee health insurance program. 


Mr. Tuomas. It goes up from $6,311,000 in 1960 to $7,324,908 in 
1961. You show maintenance of facilities. What kind of facilities 
do you maintain ¢ 

Mr. Tirrets. These are the kinds of services we are able to contract 
for rather than do by Government force account. We hire mainte- 
nance crews and contract for the painting of buildings, towers, and 
for the maintenance of some road work rather than use Government 
forces. We contract for that. Many miscellaneous services we try 
to contract for. 

Mr. Tuomas. This is the only item that I have seen a decrease In— 
1961 against 1960. 

Mr. Jonas. That is just a decrease in the base. 
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Mr. Toomas. Your appropriation for 1960 was $3,600,000. The 
request for 1961 is $2,214,000. That is about a $1.5 million decrease. 
Is that an error? 

Mr. Harper. No, sir. Those were special projects that we needed 
in 1960, but we do not need to continue them at that level so we re- 
duced our base and our requirements. 

Mr. Tuomas. What about the extra 4,000 employees? Why should 

you not be able to reduce it to zero? 
" Mr. Quesapa. There are a lot of facilities we have in remote places 
where it would not be economical to keep maintenance people there 
for painting and other things. It is more reasonable and more 
economical to hire local people. 

Mr. Tomas. Do you have a breakdown where you expect to spend 
thismoney? Isthisa firm figure? 

Mr. Trrrets. Yes, it is firm. There would be perhaps 700 projects 
involved in this across the Nation, 700 locations where different kinds 
of services would be hired. 

Mr. Harper. We can furnish a list of all those facilities involved 
and the kind of work and the cost that makes up the entire amount. 

Mr. Tomas. Maintenance of your vehicles is next on the sheet. 
You are requesting $151,296. You have about 2,000 trucks and 200 

assenger cars? 

Mr. Harper. That is correct: 1,800 trucks and 128 passenger cars 
in 1961: and roughly a 2,000 total. 

Mr. Tomas. You are requesting $102,217 for repair of headquar- 
ters equipment and miscellaneous contractual services. What goes 
into that ? 

Mr. Harper. This is the repair of typewriters, adding machines, 
and all types of office equipment including reproduction equipment 
for both the Washington office and all of our regional headquarters 
and Oklahoma City. 

Mr. Tuomas. What about your staff supporting services here where 
you are requesting $807 498 for this year as against $462,916? 

Mr. Harrrr. This is contractual work for printing, reproduction 
primarily for the whole Washington and regional headquarters com- 
plex that we finance under this heading. 

Mr. Tuomas. Why the increase, and what do you print? 

Mr. Harper. The increase is related to the increase in our activities. 
We print civil air regulations, our internal procedures and other is- 
sues. Many of them are sold by the Government Printing Office. 

Mr. Toomas. How many copies of your civil air regulations do you 
print for your own use? 

Mr. Harper. I do not have that available, sir. 

Mr. Tuomas. How many people do you have working on these 
publications that are going to cost $807,498? What does it cost to 
compile the regulations? 

Mr. Dean. This is scattered throughout the agencies and several 
bureaus. 

Mr. Triomas. I imagine that you have one or two publications that 
come out of each bureau, do you not? 

Mr. Dean. Yes. Each bureau does have a role in the preparation 
of particular publications. With respect to the civil air regulations, 
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various parts are originated from a technical standpoint in the bureay 
that has primary interest. 

Mr. Tuomas. What we are discussing right now is not the contents 
but how many people collaborate to make the material that goes to the 
Printing Office? Do you have that figure ¢ 

Mr. D. D. Tuomas. I have around 60 people who are writing air- 
space rules and regulations. These are printed. We have another 60 
ae mag who are writing air traffic rules and manuals. 

Mr. Tuomas. How much of this $807,000 is charged to your bureau? 

Mr. D. D. Tuomas. This is our joint share contribution to this be- 
tween the two bureaus, and I would say roughly half is attributable to 
our bureau. 

Mr. Tuomas. And the other half is attributable to whom / 

Mr. D. D. Tuomas. Mr. Tippets. 

Mr. Tierers. For the printing of maintenance manuals, standards 
and procedures. 


OPERATION AND MAINTENANCE OF MOTOR VEHICLES 


Mr. Jonas. I want to raise the question that I raised yesterday. | 
think it is amazing that they can operate and maintain a fleet of 2,000 
vehicles at a cost of $75 per vehicle. Frankly, I question the accu racy 
of the figures. 

Mr. Harper. The item on page 124 is the other contractual services 
and on page 126 appears the gasoline and oil of $367,000, so it is a 
total of about $520,000. 

Mr. Yates. How much per unit ? 

Mr. Jonas. This maintenance and operation of vehicles is not a 
correct. term then ? 

Mr. Harrrr. The other contractual services’ portion of it, sir, ap- 
pears on page 126, and they are the supplies and materials portion. 

Mr. Jonas. What is this $151,296 / 

Mr. Hareer. The cost of contracting for the repair of these vehicles, 

Mr. Jonas. And that averages $75 per vehicle / 

Mr. Harper. Yes. 

Mr. Jonas. And the gasoline works out at less than $200 a year per 
vehicle. I do not know how you do it. 

Mr. Tuomas. Are these figures firm now? Mr. Jonas has raised 
the question that they look ridie ‘ulously low. I hope you are right. 
I cannot. raise the hood on my old Ford for less than $5. 

Mr. Dean. We checked that out after yesterday’s hearings, and for 
the items of gasoline and oil and for contract maintenance that 1s 
correct. 

Mr. THomas. What about your tires, and so forth ? 

Mr. Dean. This is a firm figure. 

Mr. Jonas. You are not using the vehicles every day. Is that not 
the point ? 

Mr. Pyze. Yes. We were going to come to that. These are spec: 
ialized equipments. 

Mr. Jonas. You do not need 2,000 then. 

Mr. Pyxr. I will have to turn that over to Mr. Tippets, who has 
the responsibility for them. They are specialized equipments stra- 
tegically located. 
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Mr. Trerets. Many times many of the especially equipped trucks 
with electronic devices for testing the navigation systems do not 
travel a great many miles, but they go every day, or every other day, 
and they have to be available to go in the nighttime under emergency 
conditions. It is true that some of the vehicles do not build up a great 
deal of mileage, but they are used regularly on short-term hauls for 
emergency maintenance and routine maintenance. 

Mr. Jonas. That is a good record. 

Mr. Pye. I think the point is, if you have a gasoline truck at an 
airport it may run not more than 300 or 400 miles a year, yet it needs 
to c available and is a vital unit. It runs out to the end of the run- 

way and checks the instrument landing system and then comes back, 
and that is its mission for the day. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. We will put page 126 in the record at this point. 
(The page referred to follows:) 


Other objects 





1960 
ie ie alg Jtiemlinapuninmal A 
priation 
| Appropri- Base for | 
| ation 1961 
Supplies and materials: 
Maintenance of facilities... $13, 899,229 | $16,325,160 | $19, 808,197 
Maintenance and operation of vehicles and off-road auto- 
motive equipment. __..- ; 360, 984 | 367, 548 367, 548 
Aircraft parts and supplies__ | 2, 453, 700. | 2, 409, 800 3, 053, 400 
Food supplies, Canton and Wake Islands__-_- 92, 324 | 100, 938 | 100, 938 
Special headquarters and facility school supplies and mis- 
cellaneous items _ - ‘ 161, 2 259 164, 464 167, 264 
Total direct program 16, 967,496 | 19,367,910 23, 497, 347 
Staff and supporting services_ - - 506, 845 506, 885 635, 797 
Cost, 1960 and 1961__._.....--- 17, 474, 341 19, 874, 795 24 133, 144 











EXPLANATION 


The maintenance and operation of air traffic management and air naviga- 
tion facilities requires fuel for heating, gas and oil to operate engine generators, 
paint, lumber, hardware, and janitorial supplies. Funds are required to provide 
gas and oil, supplies and materials for the fleet of trucks and off-road vehicular 
equipment used in the maintenance of facilities, for passenger vehicles required 
by facility and headquarters personnel, and for depot modification, maintenance, 
and overhaul of Agency aircraft. Items of expendable stock such as electronic 
tubes, engine generator parts, teletypewriter parts and paper, transformers, resis- 
tors, training and administrative supplies necessary to the continued operation 
of facilities, and supplies for general administration are provided under this 
heading. The Government provides facilities including messhall operation for 
bachelor employees at certain remote locations where public facilities are not 
available. 


Mr. Tomas. Supplies and material is a big item. It jumps from 
$17,474,341 in 1960 to $24,133,144 in 1961. 

Maintenance of facilities is your big item, jumping from $13,899,229 
to $19,808,197, approximately $6 million, or a 50 percent increase. 
What about your maintenance facilities? What is covered? How 
firm is the figure ? 


Mr. Trerets. It is very firm. 
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Mr. Tuomas. How did you arrive at it? 

Mr. Trerets. We computed it on the basis of the actual units of par. 
ticular supplies that will be consumed by the individual stations and 
facilities. I would like to give you a breakdown of this if I may. 

This top figure is particularly important. 

Mr. Tuomas. This goes into your warehouse ? 

Mr. Trerets. No, sir. It goes through the warehouse, but eventu- 
ally to the facility where it is used in a transmitter or receiver. Ong 
of the big items is for electronic tubes, $11,890,000. 

Mr. Txomas. How many of those tubes do you have in stock now? 

Mr. Tiprets. We have in stock in Oklahoma City, depending upon 
the type of the tubes, a 4 to 12 months supply. 

Mr. TuHomas. What is the life of one of these tubes? 

Mr. Tiepets. It varies. Some last as long as 4,000 to 10,000 hours, 
and some only last 1,000 hours or less. Some of the high-rated tubes 
with a tremendous amount of power in them in radar will only last 
less than a thousand hours. 

Mr. THomas. What do these tubes cost each? 

Mr. Tirerets. They vary anywhere from 50 cents to as high as $1,500 
and more tube. There is $11 million in here for tubes. I have the 
rest broken down in detail. 

Mr. THomas. Giveusa few. 

Mr. Trerets.. Teletype parts, $495,000; fuels, lamps, air filters, mis- 
cellaneous station operating supplies, $776,000; teletypewriter paper 
for our teletype system, $460,000. This totals about $12 million that I 
have given you. The difference there is in mostly fuel for our outlying 
facilities such as Alaska. There we get diesel fuel engines for primary 
heating because most of our stations are located away from municipal 
power. 

Mr. Tuomas. How much is in here for fuel for your diesel engines! 
What is the figure? 

Mr. Trerets. It will run about $800,000. 

Mr. Tuomas. How many additional facilities would you operate 
in that classification that you did not have last year ? 

Mr. Trerets. You mean where they have fuel ? 

Mr. Tuomas. Yes. This is based on your estimate of so many 
houses in Alaska. They have not been built. They have not been 
built at two or three other installations. 

Mr. Tiprets. I would say that there are 25 or 30 where there are 
new fuel units installed. The balance, the gasoline, for standby 
generators, grease, and those sorts of things are measured by how 
much use is made of them on a nationwide basis, not just Alaska. 

Mr. Tuomas. Are you going to have an unexpended balance in 
this item for 1960? 

Mr. Trerets. No, sir. 

Mr. Tuomas. What does it look like for the first 6 months of 1960! 

Mr. Trierets. I cannot give you that specific obligation in this 
category unless Mr. Harper can. I would have to find out, because 
it is only a small part of our total appropriation. 

Mr. Tuomas. I cannot imagine an item of this kind coming within 
20 percent of being accurate. In the first place, you would have to 
take an inventory in your warehouse to know exactly what you have 
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and what you are going to need. That would be so much guesswork 
too. This is a tremendous incre: use, 3314 percent over last year. 

Mr. Trerers. We are commissioning so many more electronic navi- 
gational aids. 

Mr. Tuomas. How many additional will you have for 1961 over 
1960? 

Mr. Trirvets. 500 at least. 

Mr. Tuomas. Where will they be? 

Mr. Tierets. Spread throughout the country. 

Mr. Tuomas. What cl: assification do they come under ? 

Mr. Trrerets. They would be navigation aids, such things as VOR 
and TACAN, radars and smaller devices. 

Mr. Tuomas. Would it be as many as 500. How many big centers 
will you have? 

Mr. Tirrets. One center, for example, has many, many electronic 
devices in it. It has displays for the controller to use. It has con- 
trol panels, it has receivers and transmitters, and control panels. 

Mr. Tuomas. When you give us that figure of 500, it does not 
mean very much. When you boil it down to two different locations 
it would be 50 or 60, if that many. 

Mr. Tiperets. It will run around 400 locations. 

Mr. Harper. On pages 36 and 37 are listed the major facilities that 
these supplies are required for. 

Mr. Tuomas. We looked at them this morning. 

Mr. Harver. This is a synopsis. The important part is that most 
of these supplies are technical supplies we need to run these facilities. 
It would not do us much good to get the people if we did not get 
these radio tubes, and other technical items. 

Mr. Tuomas. These are new items that you are speaking of. These 
are new installations. You are getting spares for them to the tune 
of about $6 million, a third of the original cost plus installation charge. 

Mr. Harper. Most of these items are expendable during the year— 
radio tubes, resistors, capacitors, and you need dozens “of some of 
them during 1 year. 

Mr. Tuomas. How did you arrive at that figure ? 

Mr. Qursapa. This is our best estimate and this estimate is based 
on past experience, which indicates the rate at which things are used. 
This is the accepted practice always for forecasting the needs of the 
future. It is an estimate. I assure you at the er nd of the year we 
will not come out even. We are just as apt to be over as short, and 
Vice versa. 

Mr. Tuomas. That is a good statement. The past experience that 
we rely on indicates that too. 

You cannot do anything about your grants and subsidies and con- 
tributions. 


QUARTERS AND SUBSISTENCE CHARGES 


What about charges for quarters and subsistence at $457,000 this 
year? It goes up to $485,000. Give us a little breakdown on that. 

Mr. Harrer. That is not a charge. That is a credit to the Govern- 
ment. That is what we charge our employees for occupying Govern- 
ment quarters. Our total request is netted out by that figure. 
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Mr. Tuomas. Do you mean what you receive from your employees 
is this figure ? 

Mr. Harper. That is right. Our requirements have been reduced 
by that amount. 

Mr. Tuomas. You furnish subsistence in the out-of-the-way places? 

Mr. HARPER. We furnish houses. We make food available to 
them. We make it available in Alaska at Anchorage prices, so there 
is a small amount of underwriting by the Government. They pay 
for their food. Y 

Mr. Tuomas. How many people do you have occupying quarters 
that you are furnishing this service to! If you do not furnish it at 
these outlying places there is no other way for them to get it. 

Mr. Harper. That is correct. 

Mr. Tuomas. Whatever it costs, you have to pay it 

Mr. Harper. Yes. 


Researcu Direction 


Mr. Tivomas. Now let us take a look at your research direction, 
We shall insert page 132 in the record. 
(The page referred to follows :) 


Requirements 


1960 1961 Difference 
Posi- | Appropria- Base for Posi- | Appronria-| Posi A mount 
tions tion 1961 ions tion tions 
Supervision and planning 76 $758, 000 $825, wD Oo $915, 000 4-14 +$89, 100 
Research 107 | 1,238,000 | 1,334,000 | 142) 1,540,000 35 +208, 000 
Development ‘ 177 1, 950, 000 2, 123 000 248 2, 557, 000 +71 +-434, 000 
Staff and supporting services -. 31 247, O85 265, 45: 3 303, 00( +4 4-37, 545 
Subtotal 391 4, 193, ORS 4, 548, 355 5i5 5, 315, OOF +124 +-766, 645 
Program savings, 1960 7,915 
Total 391 4,201,000 | 4, 548, 355 515 | 5,315,000 |+124 +766, 645 


LOCATION OF PERSONNEL 


Mr. Tuomas. Where are these 391 people located ? 

Mr. Anast. 237 of the 360 are in Washington and 123 are in the field, 

Mr. Tuomas. What do you mean, 360? You mean 391. 

Mr. Anast. We are charged 31 spaces by the support we get from 
the headquarters, making a total of 391. 

Mr. Tuomas. Out of the 391, 237 are in Washington? 

Mr. Anast. Yes. 

Mr. Tuomas, Where are the remainder? 

Mr. Anast. 107 are at the experimentation facility at Atlantic City; 
12 of them are at Lexington, Mass.; and 3 of them are in London, 
England. 

Mr. Tuomas. What are the three in London doing ? 

Mr. Anast. They are carrying out liaison with the Ministry of 
Aviation in England. They are on projects which are of mutual in- 
terest to the FAA and the Ministry of Aviation. 

Mr. Tuomas. That is a pretty heavy duty; is it not? 

Mr. Anast. They just went there 2 weeks ago. We are not sure. 
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Mr. Prue. You had one there before ? 
Mr. Anast. Not in research and development. These people are 
going there on 2 years’ duty. 


DEVELOPMENT OF BLIND LANDING SYSTEM BY THE BRITISH 


Mr. Quesapa. I think that this should be explained. We are tak- 
ing the “attitude that avi iation does not recognize international boun- 
daries. American-flag carriers go all over the world. It is in the in- 
terest of all countries to develop some degree of consistency among 
our procedures. With this in mind we have worked out with the 
British, and are in the act of working it out with other countries, 
means of pooling our knowledge with advantage to all. 

In the case of the British they have developed the best blind landing 
system that any of us has seen. It is far better than anything we have 
done. We have flown it ourselves. We are engaged in a process of 
a mutual development program, if you may call it that. 

Mr. Yates. What do you mean by a blind landing system ? 

Mr. Qursapa. An instrument that will permit an approach to an 
airdrome, glide to the threshold, touch down on the runway, and roll 
to a stop with the human element and all the functions being per- 
formed by mechanical means, 

Mr. Yates. ‘The pilot does not control the craft at all? 

Mr. Qursapa. He does not have to touch the aircraft. We have 
talked about the ILS and talked about GCA. These are not blind 
landing equipment. They are equipments to assist you to get into the 
threshold of the airdrome, 

We are convinced that we can develop and have within 5 years a 
reliable system that will permit approach, touchdown, and stop under 
conditions of zero visibility. 

Mr. Yares. Have the British put this in operation yet ? 

Mr, Quesapa. Yes, they have. They are using it in some of their 
fighter aircraft. They did that at the start of this year. I have flown 
this equipment myself in England. 

Mr. Yares. Is it eee = automatic pilot? 

Mr. Qursapa. It consists, for all practical purposes, of a ILS which 
puts you on a glide ete It consists of two cables extending from 
the threshold of the airdrome and out to the approach pattern, the 
approach area, which permits the airph ine to be exactly in the center 
of the runway. If you can keep the airplane in exactly the center of 
the runway you are automatic ally grinding into your calculations the 
exact drift. 

Now, this is all done by feedback to the automatic pilot. Then as 
you come over the runway and approach the threshold there comes 
into play a radar altimeter which is accurate down to 1, 2, or 3 feet, 
and this radar altimeter is in the meantime calculating how many de- 
grees of drift you have and at about three-quarters of a second before 
you touch down it kicks out the drift and squats you on the runway. 
This is the most highly developed blind landing system any of us 
have ever seen. 


Mr. Yates. Does this make obsolete some of the equipment we are 
buying? 
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Mr. Qursapa. No. It used the ILS system, as an example. I do 
not know of anything that it would make obsolete. 

Let us assume that on any one airdrome the minimum allowed cei]. 
ing is 200 feet. This takes care of that area between the 200 feet and 
zero and actually puts the airplane down exactly in the middle of the 
runway, kicks out the drift and permits a straight roll. It kicks out 
the drift better than any pilot could ever do it. ‘There is no pilot in 
the world that could kick out drift as well as this equipment. I guar. 
antee that. 

Mr. Tuomas. You have three men over studying it ? 

Mr. Quesapa. Working with them. Another thing, if they are de. 
veloping an item and we are developing i in the same area, let. us get 
together early before we each get into concrete and a another 
TACAN-VOR/DME controversy between nations. 

Mr. Tuomas. We believe in research and development. We know 
that it pays off over a period of time. For any particular period of 
time it may seem like you are putting money in a rathole. The first 
thing you know, 2 years from now, here it comes back to you and 
pays youa handsome dividend. 

You still have the 76 supervising and planning people in the Distriet 
of Columbia as well as the research people. 

Mr. Harper. Yes. 

Mr. Tuomas. How many people do you have in your Atlantic 
center ? 

Mr. Anast. Out of these expenses, 107. 
Mr. Tuomas. And those are your developing and testing people ? 
Mr. Anast. Support people for the testing that goes on there. 


RESEARCH AND DEVELOPMENT CONTRACTS 


Mr. Tuomas. You have spent some money on research contracts, 
Where is that done? 

Mr. Anast. Both here in Washington and at Atlantic City. 

Mr. Harper. That appears on page 701. 

Mr. Tuomas. How much is it? Is it under research and develop- 
ment ? 

Mr. Harper. Yes. 

Mr. Tuomas. How much did you spend in that regard ? 

Mr. Anast. In 1960 we are ‘spending $5,236,000. In the fiscal year 
1961 we are planning to spend $4,550,000. 

Mr. Dean. Do you wish the total research and development appro- 
priation in answer to that question ? 

Mr. Tromas. If you have it. 

Mr. Dean. The 1960 appropriation for research and development 
was $48,728,000, and we are requesting $65 million. 

Mr. Tuomas. What part do you spend for research and development 
contracts outside of your organization ? 

Mr. Anast. Approximately $47 million. 

Mr. Tuomas. Salary cost is about $4.5 million and your total ob- 
jects is $60 million, giving you a total of $65 million. Sixty million 
dollars is for research contracts ? 

Mr. Anast. Approximately $47 million. 
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PERSONNEL REQUIREMENTS 


Mr. Tuomas. Where does your research fit into this whole program ? 
Are these 515 people a part of your requested 641 for research and 
development ? 

Mr. Anast. No, sir. 

Mr. Dean. We have research direction under the “Expenses” appro- 
priation. That provides for 1960 for the 391 total positions, and in 
1961, 515. 

Mr. THomas. How do you reconcile this with your regular research 
and development category on page 701 where you have some personnel 
costs to the tune of $4,500,000. 

Mr. Anast. The page 701 figure represents personnel paid out of 
the research and deve ‘lopment portion of our appropriation. 

Mr. THomas. This is all salaries, or other obligations in the form 
of contracts. Why have two headings here? Why are not these 
combined ¢ 

Mr. Dean. That is a good question. 

Mr. Tuomas. Give me a good answer. 

Mr. Dean. In general we do. We have always used the expenses 
appropriation to carry the overall direction and operation of the 
agency. For example for y ‘ars we have had an appropriation that 
dealt with the establishment of air navigation facilities but the Bureau 
of Facilities and Materiel’s planning and direction staff are all carried 


under “Expenses.” 


PERSONNEL AT ATLANTIC CITY 


Mr. THomas. How many of these 641 people under Research and 
Development are located in the District of Columbia ? 

Mr. Anasr. None. 

Mr. Toomas. Where are they located ? 

Mr. Anast. At Atlantic City. 

Mr. Tuomas. And under your research direction you have 107 in 
Atlantic City ? 

Mr. Anasr. Yes. 

Mr. Dean. That is because we do have some overhead positions. 

Mr. THomas. So what you have then is about 750 people in Atlantic 
City? 

Mr. Dean. a“ is correct. 

Mr. Tuomas. I did not see that many there. I have a figure in my 
mind of about 125 in research and development work, and you had 
about 75 to 90 doing maintenance work at the base, and when you 
added it all up the maintenance of the base cost you more than the 
money that you were spending for your research and development 
brains. 

Mr. Anast. No, sir. There are actually 484 spaces at NAFEC 
which are paid out of research and development money. T hat is cited 
on page 702. Do you wish to know the persons on board? 

Mr. Toomas. You have about 237 people in the District of Colum- 
bia supervising and planning and about 750 people in your research 
and testing center in Atlantic City. 
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Mr. Anast. I am not sure that I have the same numbers as you 
The total personnel authorized in fiscal year 1960 is 875. That in. 
cludes personnel paid for out of expenses and the personnel paid for 
out of the research and development fund. 
There are 237 people involved in research direction in Washington 
D.C., and the total in expenses is 391. ; 
Mr. Tuomas. It does not make any difference what you call it, you 
have 641. What you are requesting is 515. That, in round figures 
is 1,156. 237 are inthe District of Columbia. 
Mr. Anast. In 1961 we expect to have 300. 
Mr. Tuomas. That makes it so much worse. What are the 300 
doing? 
Mr. Anast. They carry out the research direction. 


MAINTENANCE OF NAFEC 


Mr, Tuomas. Why are they not all up at your center? Why have 
them here? You have more buildings up there than you can say 
grace over that you have to maintain. You have a beautiful installa- 
tion. What is your installation costing—the maintenance cost on 
that installation ? 

Mr. Anasr. In 1960, $2.2 million. 

Mr. Tomas. What are you paying the research people and 
scientists in Atlantic City? 

Mr. Anast. I do not know that I have that broken out. 

Mr. Tuomas. Your maintenance cost is going to be more than you 
are paying for your brains. 

Mr. Anasr. Are you referring to the 107 people? 

Mr. Tuomas. Yes. 

Mr. Awnast. I do not have that broken out. 

Mr. THomas. $1,540,000, is that not it? 

Mr. Yares. That is for 1961, not 1960. For 1960, it is $1,238,000, 

Mr. Harper. If you are talking about the 107 people under research 
and development assigned to Atlantic City, that is not the same 107. 
This happens to be a coincidence. 

Mr. THomas. Can you come up with some approximate figure, 
Mr. Anast? 

Mr. Anast. Nearly $1 million. 

Mr. Tuomas. And you are paying $2 million to maintain the 
facility ? 

Mr. Anast. Yes. 

Mr. Tuomas. What is your total cost regardless of whether it is 
under expense or R. & D.? 

Mr. Anast. I have $8.6 million as total cost of personnel. 

Mr. Txomas. That makes your maintenance figure look better. 
You spend 25 percent on maintenance and $8 million for getting along 
with your job. Why can’t you move them all up there, General, 
and get them all under one roof? We have gone over that before. 
It does not make sense to me to have them scattered all over the 
country. I think the reason you gave before you wanted to contact 
the Air Force and somebody else, et cetera. 

Mr. Quesapa. Let me try to explain this. I am sure I am not 
sufficiently articulate to cover all the points. 

Mr. Tomas. We will take a chance with you. 
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METHOD OF RESEARCH 


Mr. Qursapa. We have what we recognize to be a very extensive 
research and development program. One of the first elements of a 
well conducted research and development program is to define with 
some degree of certainty the areas in which you wish to engage in 
experimentation. 

There are some solutions of various problems. We cannot follow 
every solution so what we have to do is try to pick out those solu- 
tions that give the greatest promise and we do this by operations 
analysis. W e will take a whole group of possibilities and by analyzing 
each and pitting one against the other, we will conclude that these 
two possibilities offer the greatest promise. It would be ridiculous 
to engage in experimentation in every possibility. So having selected 
two areas that offer more promise than, say, eight others, we then 
go into the second step and that is a development program. 
~ Now, in the development of a device or a subsystem or a system we 
go to industry. We do not engage in any research and development 
onourown. It is at this point that we write a specification for a device 
or a system. 

Mr. Troomas. That is what you are spending $47 million for in 
1960. 

Mr. Quesapa. That is what we are spending $47 million for. We go 
to industry and make them compete amongst themselves. We 
eventually select a contractor who, under the terms of a specification 
which is part of a contract, is obligated to give to us at some future 
date a product that will meet these specifications with reasonable 
certainty. 

The contractor then hands us a black box. We reserve to ourselves 
the right—everything that I have recited so far is done in Washing- 
ton, except in view of the fact that we have a computer facility at 
Atlantic City, we use the computer capacity to help us with step 1. 
We cannot have computers every place. 

Now, I have gone through step 1. We have contracted. The con- 
tractor is required to give us a black box. We reserve to ourselves 
the right to measure the performance of that black box against other 
black boxes that are supposed to do substantially the same thing. We 
reserve to ourselves the right to determine if that black box is com- 
patible with another black box. 

The primary function of Atlantic City is to determine, by careful 
measurement, the performance, reliability, exactness of a device 
that the contractor gave to us. 

Mr. Tuomas. You have a lot of people demonstrating their wares 
out there and you are testing them. 

Mr. Qursapa. No, sir. We are demonstrating the wares. We don’t 
permit them to do it. 

Mr. Tuomas. They furnish you the object, though. 

Mr. Qursapa. They furnish us the black box. “We have to measure 
it and determine what it does, in fact. We are anxious that there be 
some separation between those people who measure it and determine 
its performance and those who have been sponsoring it. There must 
be some separation between these groups. 

Mr. Tromas. We agree it is invaluable work. You cannot get along 
without. it. 
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Mr. Quresapa. The person who is responsible for developing a pro- 
gram, should not be responsible for measuring it because he has some 
emotional attachment to it which deprives him of objectivity in 
measuring it. We want to separate these two people. He becomes 
an advocate. 

Mr. Tuomas. You are right. You do not have to keep these 237 
people down here in Washington. How much rent do you spend on 
them? That is Government quarters. If the Government did not 
furnish those quarters, they would be renting it to some other govern- 
mental agency. They are paying $4 a square foot. On that basis, 
what do those quarters cost you ? 

Mr. Dean. We have them in a temporary building which we hope 
the Government would tear down if we ever move out. The cost 
is hard to estimate. It is in one of the two big temporary buildings 
used by the Agency. 


RESEARCH AND DEVELOPMENT 


Program and financing 


| 1959 actual | 1960 estimate | 1961 estimate 


Program by activities 


1. Research and development to improve air safety_......| $18,946,046 | $39, 105, 609 $47, 375, 00 
2. Experimentation and evaluation... ...........- caiecaaall 12, 407, 136 11, 657, 000 | 17, 625, 000 
3. 1959 program obligated in 1958...............- —218, 755 | coat 
Total obligations.__-- tite ea 31, 134, 427 50, 762, 699 | 65, 000, 000 
Financing 
1959 appropriation available in 1958___...........- ae 218, 755 
Unobligated balance brought forw ard. S ilesinnbanabeie alee . s 2, 037, 699 
Unobligated balance carried 1 forws ee aa ‘ eee 2, 037, 699 ‘ 
Unobligated balance no longer available _..........-.--..- COREL  cstwcntnncccstccsccueee 
New obligational authority._......-- a temn inane | 33,395,813 48, 725, 000 65, 000, 000 


New obligational authority: | 


Appropriation_ - -- ; : namie 30, 674, O77 48, 725, 000 65, 000, 000 
Transferred from “E xpe nses”’ (72 Stat. 810)....--.-----.-- 2. 721, 736 
Appropriation (adjusted). .....................- eee 33, 395, 813 48, 725, 000 65, 000, 000 
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Object classification 




















eeeaeaeeGeGe 
” | 
1959 actual | 1960 estimate | 1961 estimate 
————_—_ — _ SS ——!— | nies 
FEDERAL AVIATION AGENCY | 
| 
Total number of perms NI IIE otis aged sere a1 oid ehchal | 305 | 484 641 
Full-time equivalent of all other positions aie ae 16 69 | 60 
Average number of all employees | | 
I n'ai sleeitaiain ted alia istiiatndthm eine binnidiettibibnintiiainunbensiare 253 470 | 626 
i cdccdiemuspinitigdstiieintetdensndttvnewnmdndemmeninadin 17 22 22 
Number of employees at end of year: | | 
Civilian pohiatienes phetw a ¢natlinecnesepiucnpeeeeeel 359 574 | 734 
SE bce ctiinte Aonbernecenee encdekedtzetanceenbeceiued 22 | 22 | 22 
tes SUGe OTN ORIMEY.. . 5... cnc cascennmasduusdees | 9.2 . $7,239 | 9.5 $7,234 | 9.6 $7, 307 
Average salary of ungraded positions...............---..-.--.- $5, 780 $5, 767 $5, 767 
} ———= 
01 Personal services: 
Se eee thea $2, 243, 373 $3, 088, 800 $4, 298, 380 
Positions other than permanent..................-._.. | 78, 468 242, 000 | 202, 200 
Og ee ee ae ae | $2, 444 69, 000 91, 700 
Otel DORON Ber eIONE nnn niencdéncemouteddon | 2, 404, 285 3, 399, 800 4, 592, 280 
SEE fans nites jerk tly 0 Shonen mtaieinins aie ealarsiwein debated eddies: 252, 428 154, 000 251, 000 
03 Trans sportation of thing Simple dhrnina thee senic 244, 409 115, 000 148, 100 
nner SO6WlGGl...... .ncsnenneesemmenmaanmeenmaiauen | oP ie | 121, 900 | 149, 500 
05 Rents and utility ore Sires atin aglninds wckoaraticn Saivbaee cs 117, 536 158, 900 257, 000 
06 Printing ind reproductior nica iserericclea/leedemnnecuehionmmisditedien’l 17 776 2, 700 1, 300 
07 +Other contractua eaiaaa faba a a 22, 985, 830 42, 909, 564 52, 032, 120 
Service s performed by other : WR a cncen en sccins oul 388, 629 700, 000 1, 000, 000 
08 Supplies und materials. ..... : so eiea Sedans 761, 923 1, 119, 900 1, 368, 700 
09 Equipment iqpbahindene . ian pitdletnedl 3. 192, 507 1, 389, 600 2, 574. 200 
10 Lands and structures. ..................... ee ee 236, 522 16, 400 2, 360, 000 
li Grants, subsidies, and contributi Se cual 124, 163 175, 600 245, 800 
13. Refunds, awards, and index Pu Sg  eene s i.3... iden adscalnad es 
i SO Res 2, 987 a... 
1959 program obligated in 1958-_-_.........-.---........-- OE FO: Dice ninizemabcinghciie deciediniiteedididetccs 
Total, Federal Aviation Agency id ares ee ; 30, 600, 862 50, 665, 264 65, 000, 000 
ALLOCATION TO ARMY 
Total number of permanent positions...........2:........_.__- 7 | 0 So heii ict Nevers 
Average number of all employees---_.-...--- & j a 6 een cane 
Number of employees at end of year--.__-- cag longa naahe vient 3 : ileal 
Average GS grade and salary. -_......._.- eee --| 8.0 $6.148 | 7.8 $6,178 |_. 
' = — 
01 Personal services: 
Permanent positions......_- : ; . adit $35. 850 a EE Ea iccctnsicn neta 
Other personal services-___...-- : EEDA, 506 288 ™ 7 
es . 
Total person I ce - Be >, 36 6 18, 300 a 
04 Communication services. ..........-- Seaneonsuciieeccasl ~~ > Waphabiewae nd BS4 
07 Other contractual services piababbbodeddbidbiiets el 5, 880 5, Pe fected ndeam 
10 Lands and structures. __- ; iaietiine 490, 910 T4, CRG tease cae des 
ll Grants, subsidies, and contributions aa -------------| 363 WO Nacvatten iach 
15 Taxes and assessments._....-- aan abe vamwnwall 1 . equine 
ROM Ss ccanenas Se lea tal a a | 533, 565 | AN hind cents 
| — on — — 
PRUE MINING Ghiile inane na senenannhaschounbbancen’ si | 31, 134, 427 50, 762, 699 | ~ 665, 000, 000 


Mr. Tuomas. Let us follow this discussion with “Research and 
development” for which you are requesting a total of $65 million. 

The contracts you will let out to private institutions and business 
concerns amounts to $47,375,000. That leaves $17,625,000 under “Ex- 
perimentation and evaluation.’ 

Let the record show that the 641 jobs you request for 1961, as 
against 484 last. year, all of these are going to be located in the New 
Jersey laboratory, is that correct ? 

Mr. Dean. Yes. 
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JUSTIFICATION DATA 





Mr. Tuomas. Let us put in pages 701 through 707. Page 707 sets 
out your research contracts to some detail; is that correct? You cal] 
them communications, air traflic control system, airports, weather 
systems data, et cetera. That is where you are going to spend your 
$47 million ? 

Mr. Anast. Yes, sir. 

Mr. Tuomas. Where is that set out? 

Mr. Harper. Starting on page 795. 

Mr. Tuomas. Put 795 in the record. 

(The pages referred to are as follows:) 


National Aviation Facilities Experimental Center, Atlantic City, NJ. 





1960 1961 
Grade 

Departmental Field Depar tmental Field 
Gs-16_. : 2 
GS-15_- il 15 
GS8-14___- 37 45 
GS-13_. 83 122 
GS-12 and below__. : 351 ; 457 
Total permanent positions is4 641 

1900 1961 
Total cost of personal services $3, 399, S00 $4, 592 280 
Total cost of other objects 47, 362, 899 | 60, 407, 720 
Subtotal_____ 50, 762, 699 65, 000, 000 

Less: Unobligated balance brought forward : : —2. 037. 699 

Appropriation total : . 48, 725, 000 65, 000, 000 


Summary of appropriation requirements 
Appropriation, 1960 (regular bill) a ‘ $48, 725, 000 


Base for 1961 i satan ited 7 ; _ 48, 725, 000 
Net difference, 1961 over 1960: 





1961 esti- Difference in- 

Activity Base for 1961 mate crease (+-) or 

decrease (—) 

Research and development to improve air 

safety _.. $37, 606, 000 $47, 375, 000 4+-$9, 769, 000 

Experimentation and evaluation _--_-- 11, 119, 000 17, 625, 000 +6, 506, 000 
Gross requirements. .......- = 48, 725, 000 65, 000, 000 +16, 275, 000 16, 275, 000 
Total estimate of appropriation, 1960 ie 65, 000, 000 


GENERAL JUSTIFICATION 


This program provides for the modernization of the national system of avia- 
tion facilities to serve the present and future needs of civil and military avia- 
tion. This appropriation finances the direct project portion of the program, 
including contractual portions of its research and development aspects and the 
operation and maintenance of the testing and evaluation center. The program 
will be accomplished by the development, selection, test, and evaluation of 
systems, facilities, procedures, and devices which will best serve aviation needs 
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and promote maximum coordination of air traffic control and air defense systems. 
It has developed essentially along the lines recommended by the report on 
aviation facilities planning made in 1957 by the group headed by Mr. Edward B. 
Curtis. 

In order to achieve this modernization the Curtis report recommended a 
three-phase program : 

1. Inservice improvement to the existing system. 

2, Establishment and execution of a unified modern research and develop- 
ment program, addressed principally to early application of existing scientific 
technology. 

3. Establishment of a permanent program of continuing modernization of the 
Nation’s aviation facilities. 

This recommendation for a three-phase program to achieve modernization was 
based on a projection, by the Curtis report, of a tremendous increase in air 
traffic by 1975. Experience since 1957 indicates that the Curtis report projec- 
tions are still valid. 

The program for 1961 will place continued emphasis on the first two phases 
of this recommendation. The report also recommended a coordinated approach 
to test and evaluate air traffic control, navigation, and communication systems; 
and establishment of a single agency responsible for both developmental and 
operational functions in air traffic control. These recommendations of the 
Curtis report are now essentially implemented. 

There are three major steps to the Agency’s approach to research and devel- 
opment : 

1. The initial step is research, which is applied research, and primarily 
directed to systems as distinguished from equipments. This program is designed 
to make the most effective and economic use of the development effort of the 
Agency by screening out inefficient and uneconomical ideas and concepts before 
any development effort is expended on them. Tbis is done in large part by 
simulation, using Statistical and mathematical tevhniques developed for this 
purpose. This program not only identifies the areas that need extensive develop- 
ment activities but also evaluates the potential for development within the 
existing projected technological capability of the art. 

2. The next major step in our program is the development of both systems 
and equipments. This development effort is conducted primarily by contract 
with industry, Development projects have not only been screened by means of 
the above research techniques, but often arise from the findings of the research 
effort. 

8. The third major phase of the program is the testing and evaluation of sys- 
tems and equipments prior to procuring and installing expensive equipments on 
a systemwide basis. 

The 1961 estimate requests $4,550,000 for systems research, $42,825,000 for de- 
velopment, and $17,625,000 for the operation of the national aviation facilities 
experimental center. Each of these components has a unique and necessary role 
in the successful completion of the projects program and the Agency must have 
the capability of performing each in a timely fashiou. For these reasons a bal- 
ance must be maintained between these three major components of our total pro- 
gram if we are to make the most effective use of funds available to the Agency. 

In systems research area our primary emphasis in 1961 will be devoted to 
making analyses in the following areas: current and future requirements of 
the Nation’s airport and airway systems; the effects of weather on air traffic 
management; air traffic control and navigation by means of computer simula- 
tion; noise and environment. 

The development effort will be directed to— 

1. Improving means of identifying data needed for air traffic management 
and navigation and airborne collision prevention ; 

2. Improving the short- and long-range navigation systems and all weather 
landing systems; 

3. Providing improved automatic air/ground communications systems and 
improving methods of voice communications ; 

4. Developing and testing semiautomatic air traffic management systems 
which will be designed to improve the safety and reliability in this area; 

5. Developing and testing improved airport lighting and markings and 
emergency airport arresting facilities ; 

6. Coordination with the Weather Bureau and Department of Defense in 
making an extensive study in the field of aviation weather. 





974 





The funds requested for the operation and maintenance of the national ayia. 
tion facilities experimental center will provide for some improvements to faeijj- 
ties and equipments necessary to achieve the desired capability to conduct an 
efficient testing and evaluation program, but are required principally to finance 
the basic operation and maintenance costs of the center. 


Summary of project requirements by activity 
Project 


Research and development to improve air safety : 
1. Systems research: 
(a) Analysis of current operations and future require- Amount 


Sah eaceernnntivap tae time gh dict meneame corenintintnionnnteth bade dada bhi $650, 000 
C2) Rs Eenare Teeneren. aS tl 150, 000 
(c) Economic and logistic studies of new functions and 
RR ihe Gt ie i 150, 000 
(d) Analysis and effect of weather on air traffic manage- 
I ceca ictal lita teehee hcl ld code wiineren Liceeents 300, 000 
L¢),; a remenorta teem fester. ce oo ee 75, 000 
(f) Technical services for field data gathering and col- 
DN seiid 3h eld ROR L~ 6 od  k 350, 000 
(g) Analysis of air traffic control and navigation by means 
Cc cotiputer simulate 1, 500, 000 


(h) Analysis to establish flight standards to improve 
ema niet 250, 000 
(i) Noise and environmental studies__ ee ii 300, 000 


C3) (CRNNORITR ~DeNOG Pi os i 425, 000 
ii) Cipenmorgeaes Tertor@in: oc se 400, 000 
‘Ae, Sevens PeOCarOR cin ok Ls 4, 550, 000 





2. Development: 
(a) Data acquisition: 


C2) Bee ceVLOmITIONG oe i ks 2, 000, 000 
(2) Radar beacon development___._.._______ 750, 000 
(3) Data remoting program__.__..__.______- 500, 000 


(4) Airborne collision prevention__.....______ 600, 000 


Subtotal_____ ms 3, 850, 000 


ca pmwneeaemeweaeninmese » 





(b) Navigation: 
(1) Short-range navigation and approach 








RN ehh acl Sah cele coenieventeedscbonen 1, 000, 000 
(2) Long-distance navigation._______________ 1, 400, 000 
(3) All-weather landing system___..________~_ 2, 650, 000 
(4) Advanced navigation experimentation____ 800, 000 
Sh a ethan ceasnaks 5, 850, 000 


(c) Communications: 
(1) Automatic ground/air/ground communica- 





Saou een « AGG) ee 2, 900, 000 
(2) Integration of ground equipment__._________ 500, 000 

(3) Inservice voice communications improve- 
I i inasninn Scere Deel athe a achtttaccstahit as nin alias 1, 400, 000 
IIRL Locka thie el et _... 4,800,000 

(d) Air traffic control systems: 

(1) Inservice improvement_____..-.---_-__.____ 1, 000, 000 

(2) Modification and development of data proc- 
essing and display equipment_____._______- 10, 000, 000 

(3) Experimentation support, test equipment, and 
SmROUTEE SOTVION i en es 8, 725, 000 
ie see sa ee i i 19, 725, 000 
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Summary of project requirements by activity—Continued 


Project 
Research and development to improve air safety—Continued 
2, Development—Continued 
(e) Airports: 
(1) Multiple airport design and engineering____-_ 





(2) Airport lighting and marking._..._.__._.__----_- 


(3) Emergency aircraft arresting facilities______ 


64) Surhece: envinmentiu.c ou. el. 2hdeu 


em ea a 
(f) Weather: (1) Weather data systems____.__________~_ 


Total, GUrehomineties 6ie ce beeen ai ee 


Total, research and development to improve 
tate oe Soe ee ee ee 


} Experimentation and evaluation: 
8. Experimentation and evaluation: 

er eRey I css caren cent penearinnsiperewmineh meine ions 
(b) Technical facilities development and operations______ 
(1) Technical operating costs______-__~- 1, 610, 000 
(2) Facilities development___________ 1, 570, 000 
(c) Aircraft operations and maintenance___._____________ 
(d) Plant operations and maintenance____-______________ 
Sar eer I oe ee 2 saiechapionieeamancaneennninaniotl 


Total, experimentation and evaluation_________-___ 
Total, research and development. _____-______-____ 


Ewperimentation and evaluation 
ane NR UE WI ah ciccedae aches ceiceansehegeenintar ceil inet ves ntdichreenioleonbbhe 


Summary of requirements: 
MI ies Sacchi gmcanitlabaianedinaeiitaliitl 
Other supporting costs: 

! Related personal services costs, includ- 

ing, civil service retirement, life in- 


surance, hospitalization, and social 

IY iicccinccteuscnictsste title intadeaalshaaenbitiiednte $284, 500 
SI 6 tc nk hice eabitininiichickinestiebal 251, 000 
Transportation of things......-.__-___ 148, 100 
AP a 169, 500 
Rents and utility services__._._._.-._.._ 257, 000 
Printing and reproduction____________ 1, 300 
Office supplies and materials___.__._-_- 142, 300 
Office equipment and furniture_____-__- 


157, 800 


Amount 
200, 000 
400, 000 

1, 500, 000 
500, 000 


2, 600, 000 
6, 000, 000 


2, 825, 000 


47, 375, 000 


2, 360, 000 
3, 180, 000 


3, 060, 000 
3, 282, 000 
5, 743, 000 


17, 625, 000 


65, 000, 000 


$5, 748, 000 


4, 331, 500 


1, 411, 500 


5, 743, 000 


There is a requirement to provide the National Aviation Facilities Experi- 
mental Center with adequate number and qualified employees to perform com- 
plete and thorough evaluation of all equipments assigned to the center and those 
support services such as travel, communications, etc., necessary to the employees 


performance of their assigned duties. 
Status of program 


By the end of fiscal year 1959, a total of 293 permanent employees, including 21 


military personnel, and 45 intermittent employees had been assigned. 


For the 


most part these employees are those required for the normal operations of the 
center and the supervisory staff required to establish testing procedures and the 
training of additional personnel to be assigned as the results of previously con- 


tracted effort is transferred to the center for evaluation. 


51632—60-—_62 
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The program for fiscal year 1960 provides for a total of 484 permanent em. 
ployees, including 22 military personnel, and 70 intermittent employees to operate 
simulation equipment. 


EXPERIMENTATION AND EVALUATION 
GENERAL SERVICES 


Mr. Tuomas. Of the $17,625,000, you are requesting for general 
services, $4,331,500 of that is for personal services. 

Travel is $251,000, transportation of things, et cetera. Where is 
your comparable figure for 1959 and 1960? Office equipment is $157, 
800. There is not a comparable figure for last year 4 

Mr. Anast. I have before me page 141 of the committee print and 
where we have consolidated the various other objects for the entire 
operation of the Bureau and we do have it related to the costs in 1960 
on that page. 

Mr. Tuomas. These items of $5,743,000 are going to show up on 
page 141 of the committee print? 

Mr. Quesapa. You will see what the costs were in the previous 
year for these same items in the committee print. 

Mr. Harrer. We did not have it in the justification. We should 
have. 

Mr. Tuomas. We do not have it in the committee print, either. 

Mr. Dean. He is referring to the budget document. 

Mr. Tuomas. What was it for last year for these six or seven items? 

Mr. Awnastr. I have general services costs here which total 
$5,743,000. 

Mr. Tuomas. What is the comparable figure for last year? 

Mr. Awnasrt. $3,994,000. 

Mr. Tuomas. Where is the increase? It is almost $1.8 million. 


INCREASE FOR PERSONAL SERVICES 


Mr. Anast. There is a $1.3 million increase in personal services 
as the personnel goes from 484 to 641. 

Mr. Tuomas. We have already accounted for the personal services 
item, haven’t we? You increase from 484 to 641 people. That is 
$4,331,500 for personal services ? 

Mr. Anast. Yes, $4,331,500 for personal services; that is correct. 

Mr. Prue. 795 is the page he is referring to. Seven hundred and 
one is the other page. 

Mr. Tuomas. You have your personnel cost of $4,592,280, on page 
701. What was the page you gave me awhile ago? 

Mr. Anast. 795. 

Mr. Tuomas. You have $4,331,500. 

Mr. Awnasr. These are the personnel costs of the personnel at 
NAFEC that are paid for from R. & D. appropriations. 

Can I offer to explain? There are expense personnel totaling 515 
for 1961 which comes to $4.3 million. There are R. & D. personnel 
totaling 641 which come to $4.33 million. The total of that is $8.6 
million, roughly. 

Now, on page 795, those personnel which are the latter, the 641, 
are included for personal services from $2,945,000 in 1960 to $438 
million in 1961. 
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Mr. Tuomas. Doctor, account for that one item of your other ob- 


jects of about $47 million and your $65 million. Can you do that? 


Mr. Dean. I think we can clarify it right here. We have talked 
about the $47 million figure. There is, in addition to the $47 mil- 
lion for research and development, as presented on page 707, $17,625,- 
000 for the experimentation and evaluation work at NAFEC, which 
Mr. Quesada has just discussed. It is as a part of that $17,625,000 
that the figure $5,743,000 shown on page 795 for general services has its 
origin. 

COSTS AT NAFEC 


Mr. Tuomas. How do you break down the $17 million ? 

Mr. Anast. The $17 million breaks down into general services at 
$5.7 million. 
Mr. Tuomas. Is it set out on 707? 
Mr. Anastr. Yes. 
Mr. Pye. At the bottom of the page. 
Mr. Tuomas. Go ahead. 
Mr. Anast. Do you wish me to break it out? The $17.6 million 
broken out as follows: facility development at $2,360,000. 
Mr. THomas. What does that mean? 
Mr. Anast. That is development of NAFEC itself, construction. 
Mr. Tuomas. Technical facilities development and operation, $3,- 
180,000; technical operating costs—you have that in facilities and 
development. 

Mr. Anasr. Yes. 


me © 
wR 


AIRCRAFT AT NAFEC 


Mr. Tuomas. Aircraft operation and maintenance. 

Mr. Anast. $3.06 million. 

Mr. Tuomas. I thought you maintained those planes down in 
Oklahoma. 

Mr. Anast. These are the maintenance and operations of the air- 
craft that operates at Atlantic City, sir. 

Mr. Tuomas. How many do you have there? 

Mr. Anast. There are 20 currently. 

Mr. Tuomas. What is your entire cost on your aircraft, then? Plant 
operation and maintenance is $3 million. You gave us a figure a while 
ago of $2 million. 

Mr. Anast. That was for the contractor. There are also costs for 
materials. The contract itself with operation of the base is $2.638 
million; supplies and materials run $443,500; $100,000 for mainte- 
nance and operation of equipment and utility vehicles. That is on 
page 791. 

Mr. Tomas. How many airplanes do you maintain at that base? 

Mr. Anasr. 20. 

Mr. Tuomas. Where are the remainder of your airplanes? 

Mr. Anast. That is all we have, sir. 

Mr. Tuomas. What is the purpose of the airplanes there? 

Mr. Anasr. The airplanes are for the purpose of testing equipment 
under live conditions that has been developed by the Bureau of Re- 
search and Development. They furnish test beds for the carrying aloft 
of electronic equipment, to stimulate as real as possible the actual con- 
ditions that they will be operated under in the future. 
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Mr. Tuomas. What is that figure per airplane a year? Is this main- 
tenance cost ¢ 

Mr. Anast. This depends on the aircraft. 

Mr. Quesapa. Divide it by the number of aircraft and you will have 
the answer. 

Mr. Tuomas. About half a million a year per aircraft, is that right? 

Mr. Anast. Total maintenance is $1, 051,000. 

Mr. Tuomas. How many did you say you have, 11? 

Mr. Anast. Twenty. 

Mr. Tuomas. Is that for spare parts, gasoline and oil, et cetera, for 
your aircraft? How do you break down your $3 million ¢ 

Mr. Anast. The aircraft operation and maintenance, $3 million, j 
broken down as follows: Contract maintenance itself is 5 $1 militias 
supplies and materials are $208,000, equipment is $236,000, fuel is 
$574,000, lease of aire raft is $330,000. Modification of aircraft for ex- 
perimental purposes, $200,000. 


FACILITY DEVELOPMENT 


Mr. Tuomas. Let the record show he is discussing now the item 
of $17,625,000 under the heading of “Experimentation and evalu- 
ation” with facility development at $2,360,000. 

What is that for? 

Mr. Harper. Page 777, sir. 

Mr. Anast. That is for improvement and rehabilitation of existing 
facilities. 

Mr. Tuomas. You mean the plant, buildings, et cetera. There are 
some 100-odd buildings there in the compound. 

Mr. Anast. Yes, sir. A portion of it is for that: $930,000 of it 
is for site prepars ation for construction of facilities required by the 
agreement between Atlantic City and FAA. 

“Mr. Tuomas. You are going to extend the runway, are you not! 

Mr. Anast. We have already done that. 

Mr. Tuomas. There was a million dollars for that? 

Mr. Anast. That is correct. This has been completed. 


TECHNICAL FACILITIES DEVELOPMENT AND OPERATIONS 


Mr. Tuomas. Technical facilities development and operations, 
$3,180,000. What is that for? 

Mr. Anast. These are generally the facilities required to carry out 
the measurements of the aircraft that. are in operation. Specifically, 
they are test peneaiens and supplies, $110,000; equipment for the 
model shop, $100,000; technical services from e xperts for maintenance 
and modifications of equipment at the base, $450,000; $750,000 for 
simulator operations. This pays for personnel, part-time personnel. 

Mr. Tuomas. What is this $3,060,000 for? 

That is aircraft operation and maintenance ? 

Mr. Anast. That is aircraft operations and maintenance. 


PLANT OPERATION AND MAINTENANCE 


Mr. Tnomas. Plant operation and maintenance, $3,282,000. I 
thought that was covered in this first item of facilities, $2,360,000. Is 
this plant operation and maintenance just day-to-day maintenance? 
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Mr. Anast. Plant operation is actually the maintenance of the base, 
cutting of the grass. W.. 

Mr. THomas. Maintenance and repair of your buildings. I thought 
you gave us a figure of $2 million on that a while ago. 

“ Mr. Anast. That was for the contractor. That was the cost of 
the contractor for the operations pertaining to the maintenance of the 
base. sas 

Mr. Tuomas. You mean you pay him $2 million for spending $3,- 
982,000 ? 

Mr. Anast. No, sir. We pay him $2.6 million the balance of 
$643,000 is for materials and equipment. ; 

Mr. Dean. The contract is $2,638,000, I believe, Mr. Chairman. 

Mr. Tuomas. What does it cost you to maintain that base—build- 
ings, grounds, et cetera? You have give me a figure of around $6 
million. 

Mr. Anast. No, sir. 

Mr. Tuomas. You pay your contractor so much and here is plant 
operation and maintenance, $3.2 million. What do the two figures add 
up to? 

Mr. Anast. The contract is part of that sum, Mr. Chairman. 
The figure $3,282,000 includes the $2,638,500 contract for operations 
and maintenance, $443,500 for supplies and materials, $200,000 for 
equipment. 

Mr. Tuomas. What is your $5,743,000, general services? 

Mr. Anast. That is personnel principally, plus the support of per- 
sonnel. 

Mr. Tuomas. These are the 641 people we mentioned earlier. You 
set them out in three different places and each place you have a dif- 
ferent figure. 

Mr. Awnast. In this particular case the $5,743,000 are for general 
services, Which includes experimentation and test personnel and other 
supporting costs. 

Mr. Toomas. What are the other supporting costs? 

Mr. Anast. Other supporting costs total $1,400,000, approxi- 
mately —$284,500 for related personal services, civil service retirement, 
et cetera. 

Mr. Troomas. Dr. Anast, do you have a comparable figure for 1960 
for this $17 million ? 

Mr. Anast. Yes, sir. It is approximately $11 million. 

Mr. Tomas. No wonder you did not set it out. Why that 50 per- 
cent increase ? 

Mr. Quesapa. You must understand, Mr. Chairman, that we are 
in the process of building this facility. This was an old and deserted 
naval air station which we are in the process of translating into a 
highly developed, sophisticated experimental center. 

Mr. Tuomas. You have got it in pretty good shape. I don’t think 
I have ever seen a piece of property better maintained than it, as far 
as the physical plant. is concerned. 

Mr. Quesapa. You are very nice to say this. We do appreciate it. 
What we are trying to do is get rid of a lot of the nonproductive 
buildings that are there, and facilities, but I want to go back. 

Mr. Tuomas. Your primary function there is to do some research, 
I don’t know how much—I am not clear on that, but it certainly is 
to test and evaluate various gadgets and facilities. 
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Mr. Quesapa. And to give us a base for reasonable selection. 

Mr. Tomas. What does it cost you, lock, stock, and barrel, every 
item combined to operate that facility in Atlantic City 7 

Mr. Anast. I am sorry, I did not hear you, sir. 


INCREASE IN COST OF OPERATING NAFEC 


Mr. Tuomas. What does it cost you for all items regardless of 
where they are set out in this budget, to operate and maintain that 
facility ? 

Mr. Anast. $17,625,000. 

Mr. Yares. For 1960 or 1961? 

Mr. Awnasr. 1961. 

Mr. Tuomas. Last year it was $11 million. 

Mr. Anasrt. Yes, sir. 

Mr. THomas. How much of that is increase in salary cost? 

Mr. Anastr. One and a half million. 

Mr. Tuomas. You have got a lot of blue-collar people there. How 
many do you have? W here are they set out in the budget? They 
are not a part of that 641, are they, over under R. & D.? , 

Mr. Anasr. We do not have blue-collar personnel. The mainte. 
nance of the base is done under contract and those are not Govern- 
ment employees. 

Mr. Tuomas. Is that covered under the $3,282,000 ? 

Mr. Dean. Yes, sir. 

Mr. Tuomas. Contracted employees ? 

Mr. Awnast. Yes. 

Mr. Tuomas. How many of those are there? 

Mr. Anast. Approximately 320. 

Mr. Harrver. They are not listed in the 641. They are not Govern- 
ment employees. 

Mr. Dean. The record should show that there is now underway—a 
plan to maintain NAFEC with civil service employees which will be 
more economical than the present contractual arrangements. This 
will increase our 1961 requirements from 641 Government employees 
to 961. 

Mr. Tuomas. I think it would be much clearer next year, gentle- 
men, if you would have two big installations, the one in Oklahoma 
and this one, if you would set out clear-cut what it costs you to operate 
them. 

Mr. Dean. We shall do that, Mr. Chairman. 


Mr. Tuomas. After much wrangling we see this one costs this year 


$17,625,000 and it cost you perhaps ;$11. 5 million last year. 
Mr. Pytx. We will be glad to do that, Mr. Chairman. 
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EsTaABLISHMENT OF Arr NAVIGATION FACILITIES 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 


- - — _ — — ———— | ———$________. 


program by activities: — 
1, Air navigation facilities: | 


| 
(a) VORTAC... | $23,388 534 | $12,861,000 | $17, 720, 000 
(6) Low/medium frequency and markers 711, 232 776, 000 1, 147, 000 
(c) Instrument landing systems 4, 024, 334 5, 573, 000 | 8, 357, 000 
(d) Approach lighting _- | 5, 416, 506 5, 502, 000 | 


6, 800, 000 


(e) Intermediate fields and beacons 1, 694, 512 1, 616, 000 2, 100, 000 


2. En route traffic control aids: 
(a) Long range radar 
(6) Air traffic contro] centers 


26, 353 37, 





521, 000 37, 399, 000 





.284 | 26,773,000 50, 470, 000 
(c) Air traffic communications stations 3, 131 8, 646, 000 | 13, 361, 000 
(d) International air traffic communications stations , 874 4, 292,000 | 4, 527, 000 
3. Terminal traffic control aids: 
(a) Airport traffic control towers 4, 002, 145 5, 573, 000 4, 855, 000 
(b) Terminal area radar 5, 965, 861 6, 957, 000 7,615, 000 
4. Supporting facilities: 
(a) Aircraft _. 7, 176, 559 9, 691, 000 10, 795, 000 
(6) Housing, utilities, and miscellaneous facilities 9,419, 462 4,119, 000 4, 854, 000 
Total obligations. - : 103, 170, 787 130, 000. 000 170, 000, 000 
Financing: | 
Unobligated balance bronght forward —21, 406,031 | —76, 735, 244 —i4, 935, 244 
Unobligated balance carried forward | 76,735, 244 64, 935, 244 89, 935, 244 
New obligational authority _ _- 158, 500, 000 118, 200, 000 195, 000, 000 
New obligatianal authority 
Appropriation . 158, 500, 000 135, 200, 000 195, 000, 000 
Transferred to ‘“‘Expenses’’ (73 Stat. 724 - 17, 000, 000 
Appropriation (adjusted) --- 158, 500, 000 118, 200, 000 195, 000, 000 
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Object classification 


| 


| 1959 actual 





1960 estimate 





1961 estimate 












FEDERAL AVIATION ACENCY 
Total number of permanent positions__-_----._- E ta 1, 557 1, 741 | 2 097 
Full-time equivalent of all other positions.._.............---- 70 73 | g9 
Average number of all employees-_---_-_- - ; aaa 1, 209 1, 505 | 
Number of employees at end of year_.....................-..-- | 1, 554 | 1, 774 
RS <2 ee Ge Geass. 2s. noe. nn sn ese 8.1 $5,937) 8.5 $6,207) 86 
Average salary of ungraded positions_..__- ; 5, 667 5, 509 
01 Personal services: | 
‘ee $7, 442, 620 $8, 905, 690 | $10, 414, R38 
Positions other than permanent ‘cain 594, 123 631, 255 710, 600 
Other personal services----.- EE ae 680, 713 782, 184 846, 269 
Total personal services.._..._- lt oe 8, 717, 456 | 10, 319, 129 11, 971, 705 
02 Travel_. be Rees Be FSS i ; 3, 342, 266 4, 000, 000 4, 813. 000 
03 Transportation of things... _- ie adie : 1, 726, 187 2, 036, 373 2 7 
04 Communication services... ; | 148, 906 175, 664 ¢ 
05 Rents and utility services....___- aos ae 670, 26 790, 704 1, 061, 128 
06 Printing and reproduction. __- ai 23, 820 28, 100 | 37, 710 
07 Other contractual services._. 25, 899, 913 30, 553, 986 41, 003, 484 
08 Supplies and materials. ............ ‘ ae | », 687, 669 6, 709, 712 9, OO4, 444 
09 Eq ipment le SS ae 51, 060, 390 60, 235, 664 SU, 836, 329 
10 Lands and structures___ . ; : 5, 384, 014 6, 351, 492 8, 523, 709 
11 Grants, subsidies, and contributions--_-___- ‘ 472, 551 557, 466 | 748, 119 
13 Refunds, awards, and indemnities_ ; ; 5, 285 one sstiinl 
15 Taxes and assessments__._...........-___- a a =U, OYS 23, 710 31, 818 
Subtotal_.......... keith hy Duane siaihatarsisiineteoeibia 103, 158, 817 121, 782, 000 161, 000, 000 
Deduct quarters and subsistence charges..............-- : 2, 030 7 x 
Total, Federal Aviation Agency............__-- om 103, 156, 787 121, 782, 000 161, 000, 000 
ALLOCATION ACCOUNTS 
07 Other contractual services._._-. a 14, 000 . si 
10 Lands and structures-__- ‘ : 8, 218, 000 9, 000. 000 
TOCRE GRIM RTIOID occ c coc cncscace eS ARS 103, 170, 78 130, 000, 000 170, 000, 000 
Obligations are distributed as follows: 
Federal Aviation Agency... ie 103, 156, 787 121, 782, 000 161, 000, 000 
General Services Administration............_- 14, 00f 


Air Fores 
Army—Civ 


Micesaaee : 


SOO. OOD 
$18, 000 


9, UU0. 000 





Mr. Tuomas. Mr. Reporter, put pages 1000, 1001, 1002, 1003, and 
1004 in the record. 
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(The pages referred to follow :) 


Summary of appropriation requirements 


Appropriation, 1960 (regular bill) aes ool ek 
Deduct: Transfer to ‘‘ Expenses,’’ Federal Aviation Agency.........-............----------- 17, 000, 000 


in agile te EE ieee tdicw: oan RAR ai ae 
Net difference, 1961 over 1960: 





1961 esti- | Difference in- 
Activity Base for 1961 | mate crease (+) or 
| | decrease (—) 





er OG TRIE cnt ccctccseseds adas | $41,176,842 | $50,327,300 | +-$9, 150, 458 
ONE. eae 3, 254, 001 | 6, 932, 600 +3, 678, 599 
Air traffic control centers. ................-- | 28,503,738 | 56.354,100 | +27, 850, 362 





Airport traffic control towers_.........-...-- 7, 727, 853 | 
Air traffic communications stations___..._-- 8, 876, 929 | 


8, 736, 100 +-1, 008, 247 
i 
: 7 ; aes | | 
International air traffic communications 


15, 529, 100 +6, 652, 171 


5, 668, 000 +-805, 264 








NO ES SE Ss GIES 4, 862, 736 5 
Air navigation facilities (VORTAC)-___----- 3, 989, 448 17, 053,800 | +13, 064, 352 
Instrument landing systems__.........__. = 5, 439, 471 8,517,000 | +3, 077, 529 
Approach lighting... .......--- io cobpienmial 3, 524, 289 | 7, 511, 700 +3, 987, 411 
Air navigation facilities (L/MF and } 
ritchie Rae iets ceakintcetecnelmeinieniginn | 390, 054 752, 000 +361, 946 
ONO ET ac. wan sa tumeudbec 1, 659, 692 2, 677, 400 +1, 017, 708 
SE bcndiiedansieivenacimt wall Sabie insian anal 7, 639,816 | 11,946, 300 +4, 306, 484 
Housing, utilities, and miscellaneous... ___- 1, 155, 131 | 2, 994, 600 +1, 839, 469 
Gross requirements. ..................___- | 118,200,000 | 195,000,000 | +76,800,000 76,800, 000 
Tetal estimate of appropriation, 106).n...ccodcccccccdeccaccéscscucoaccuces FS oe 195, 000, 000 


GENERAL JUSTIFICATION 


This is a program for establishing and improving elements of a system of air 
traffic management and navigation facilities to provide services to assure safety, 
reliability, and regularity of all-weather flight operations. Also included under 
this appropriation are the purchase and equipping of aircraft for flight inspection 
of air navigation facilities and for training programs. 

The estimate of $195 million for 1961 continues implementation of a program 
started in 1957 designed to increase the capacity of the air traffic management 
and navigation system to handle efficiently and safely the air traffic that can be 
expected by 1965. 

Emphasis again is placed upon the construction of new air traffic control center 
buildings to house the radar and computer equipments necessary in the handling 
of increased operations, including the expanding jet flights. The center pro- 
gram also includes funds to provide space for FAA high-altitude air traffic con- 
trol centers in Air Defense Command super combat centers for effectiveness and 
economy. The long-range radar program includes 6 new radar facilities and the 
remoting of 6 military radars, 15 ATC radar beacons, remoting of FAA radars 
to Air Defense Command super combat centers, and system improvements. The 
long-range radar and the air traffic control center programs account for more 
than one-half of the total dollars requested. 

Other highlights of the program are: the establishment of ATC radar beacons 
for use with terminal area radar; the establishment of new tower service at 
13 locations; the establishment of an air traffic communications station at Fort 
Yukon, Alaska; establishment of direction-finding equipment at air traffic com- 
munications stations; a program for improving communications services for 
relay of aviation weather and air traffic control information: the inauguration 
of an express circuit capable of 1,000-word-per-minute operation to serve com- 
bined services “C” and “O”: and the installation of overseas single sideband cir- 
cuits in the Pacific and Caribbean areas. 

In the air navigation facilities area, 42 new VORTAC facilities will provide 
new airways, extend coverage on present airways, and furnish ingress, egress 
and enroute guidance at terminal areas. Under the ILS program, 10 of the 
20 new facilities proposed are to provide a second ILS at jet terminals to elimi- 
nate low circling approaches, thereby reducing jet noise incidence, and the re- 
maining 10 units will provide this facility at new locations. In the approach 
lighting program, provision is made for 17 new approach light systems and for 
the installation of 72 sequence flashing lights. These sequence lights will, in 
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conjunction with program Weather Bureau equipment and existing FAA ap- 
proach light systems, permit visual range (RVR) minimums to be authorized on 
174 ILS runways. 

Due to the extension of the VORTAC program, agreement has been reached 
with the military services to discontinue an additional 114 low/medium fre. 
quency facilities. To permit the inauguration of jet operations on the Arctic 
and North Pacific route to the Orient, the Cold Bay, Alaska, runway will be 
extended from 7,500 to 10,500 feet. The aircraft program provides two new jet 
aircraft for the flight inspection of facilities at high altitudes, seven aircraft 
for training of personnel responsible for flight testing and inspecting aircraft 
and certificating airmen, and improvements to aircraft and airborne equipment, 
The construction of family and bachelor living quarters is provided for remote 
locations where adequate housing is not available. 

The following table lists the major new facilities in this estimate and the 
number already funded: 


Authorized | Authorized | Proposed Total 


through in 1960 in 1961 through 
1959 1961 

Long-range radars 56 11 12 79 
Air traffic control radar beacons 42 30 15 87 
Terminal area radar-- 82 R2 
Air traffic control radar beacons 6 | 27 33 
Air traffic control centers: 

New buildings for:transition terminal ATC centers 6 | 9 9 24 

Space for FAA high-altitude functions in ADC 

super combat centers_- 9 u 

Airport traffic control tower services. .-_- 247 19 13 279 
Air navigation facilities (VORTAC 

Radio omniranges (VOR)-. 643 18 20 681 

Complete VORTAC installations 108 2 150 

Equipment to convert VOR’s to VORTAC... 450 : 150) 
Instrument landing systems. | 212 18 20 250 
Approach lighting: 

Runway approach lighting systems __- i Se inericee ak 17 174 

Sequence flashing lights 48 54 72 174 


The proposed program provides for the following: 

1. Adding 12 long-range radars and radar beacons to the ATC system. This 
will be accomplished by remoting 6 existing military radars and establishing 6 
FAA radars. The estimated cost is $31 million. 

2. The initial increment of funds to collocate certain ATC and ADC functions 
in SAGE super combat centers will cost $21 million and the equipment needed 
to remote 17 FAA radar to supercombat centers will cost $10 million. 

3. Approximately $9 million to provide improved radar displays for the ATC 
centers and to improve the performance and reliability of the FAA long-range 
radar system. 

4. Establishing radar beacons at 27 ATO towers and other improvements in 
the terminal radar system at a cost of approximately $7 million. 

5. Construction of nine new center buildings and the relocation of the equip- 
ment, at an estimated cost of $30 million. 

6. Continuation of the automation of the ATC centers to provide ancillary 
equipment for leased computers. Such items as flight data entry equipment, 
strip cutters, stuffers, and transfer systems are included. Estimated cost is 
$3 million. 

7. The establishment of 13 ATC towers and 2 ATC stations and the relocation 
and modernization of existing towers and stations, including international com- 
munications stations, will cost approximately $30 million. 

8. Approximately $17 million to establish 42 VORTAC and 20 terminal VOR 
facilities and modernization of the existing system. 

9. Establishing 20 instrument landing systems and 17 approach light systems 
including sequence flashing lights, plus the relocation and modernization of the 
2 systems, at a cost of $16 million. 

10. Procurement of jet aircraft for flight inspection and seven aircraft for 
training of FAA personnel plus avionics equipment installations and improve- 
ments, at a cost of $12 million. 

11. A total of $9 million is required to establish additional peripheral com- 
munications, and provide facilities in Alaska and the Pacific, including living 
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quarters for our employees and improvements to several airports maintained and 
operated by the FAA. 


PROJECT REQUIREMENTS BY ACTIVITY 


Mr. Tuomas. You have some good narrative in those pages. Also 
put pages 1008 through 1015 in the record. 
(The pages referred to follows :) 


Summary of project requirements by activity 


Project Units Amount 


1, Long-range radar: 
(a) Establish long-range radars , : 12 $24, 304, 250 
(b) Establish ATC radar beacons... -- tail 15 6, 512, 400 


(c) Remote FAA long-range radars to supercombat centers___.....-_|_.......-.---- 10, 000, 000 
(d) Provide improved radar displays: 
(1) Additional display and beacon decoder equipment... -- 127 3, 237, 000 
(2) Exchange of radar identification___- sn. 13 98, 500 
(3) Backfit scan conversion scope system for ATC radar 
beacon. - cal 22 4,943, 400 
(e) Improve performance and reliability of radar systems 
(1) Provide low noise receiver preamplifiers_- ‘ 33 664, 950 
(2) Change frequencies of radio microwave link (RML) | 
systems ; . é oe 7 4 jhniihtetideth ahah ae 82, 800 
(3) Provide portable radio microwave link (RML) repeaters 8 484, 000 
ee on!) oe siete te 50, 327, 300 
2, Terminal area radar 
=) peeps ATO radar beecell........co-ccnsiecssssue — 27 5, 184, 700 
(b) Provide radar control from Cliff Maus Airport, Corpus Christi, 
aa a es ] 549, 300 
(c) Relocate radar facilities: 


(1) Relocate ASR facilities................_. 2 312, 600 
(2) Relocate PAR facility.................- a alte 1 170, 000 
(3) Relocate IFR room . 1 70, 550 
(d) Improve ASR facilities: 








(1) Provide interference blanking feature...............-....- 10 260, 000 
(2) Install moving target simulators...............- sthtewetnateba 35 173, 250 
eS SS ES Ce a ee 38 | a: 
SMS cal sriiatn cada iser tl ainaidaes de amb detdtnhiaddite tacwades tides 6, 932, 600 
3. Air traffic control centers: 
(2) Establish transition terminal ATC center buildings...........__.] 9 | 16, 898, 000 
b) Relocate transition terminal ATC centers... —-- i ce ieee , 19 12, 984, 500 
¢) Provide space in supercombat centers for FAA high-altitude | | 
functions iad aia aietniin elt arad een Salad 9 21, 000, 000 
(¢) Provide ancillary systems for electroric computers: 
(1) Ancillary equipment. .................< ean 5 540, 000 
(?) Flight data entry equipment (FLIDEN)........... .-- 40 | 1. 194, 900 
3) Provide strip cutters and stuffers..................- 4 14 | 95, 800 
4) Provide ‘light strip transfer system...............--- = 20 1, 260, 000 


(¢) Improve center fecitities 
(1) Provide VHF/UHF air-ground peripheral communica- 
tions ae : daca 25 | 2, 035, 800 





(2) Seperate VHF/U'TF air-cround communications. ‘ 21 388, 000 

(3) Modernize central altitude reservation facility (CARF): 
SE EEE: MN. ~ccneendesmccdes innstp dint iniastitineel cael 1 28.000 
Fd sn ik pncintennsnincntieies cui Ca ceibaliata nbd ctamssctatdiataitinte limits hace F6, 354, 100 

4. Airport traffic control towers: 
(2) Establish tower services.................. Retreat attends ebtne imate 13 2, 097, 400 
(4) Relocate tower services: 

I I GI al eed Se 14 1, 312, 900 





(2) Relocate transmitters and receivers_.... — 6 528, 500 
(3) Reloeate radar approach control (RAPCON’s) : | 
air tratfie control conter’s (RaATTC’s). .....- 6 904, 500 
(¢) Install operating positions: | | 
(1) Relay of en route clearances ................-.......-..... 11 44, 220 
Oe a are a ee acini ON } 6 100 
eR i a ne | 23 92, 690 
OB RR eer a rere re eee 2 18, $00 
(d) Separate and discontinue tower service: | 
(1) Separate station/tower--.......................-.. seventeaieed 1 39, 500 
(2) Discontinue tower service.....................-.-.-....-.! 1 | 7,000 


1 Locations. 
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Summary of project requirements by activity—Continued 


—_—_ SS ----— SO 


Project 


4. Airport traffic control towers—Continued 
(e) Improve air-ground communication: 


(1) Provide additional VHF/UHF air-ground communica- | 
tions 


(2) Remote VHF/UHF air- -ground transmitters and receivers 
(f) Install multichannel voice recorders_._.............-- 
(@) Improve and modernize towers, RAPCON’S and RATCC’S: 

A cae I oe wbenios 

(2) Install elevator to tower cab, Amarillo, Tex 

(3) Modernize ATC towers 

(4) Modernize RAPCON’S....____.__- 

I a 

(6) Provide remote transmitter and receiver fac ilities for 

Ts ene 

(7) Provide additional space for Denver, C olo., IF R room. 

(8) Provide visual coordination equipment 
(h) Replace outmoded equipment: 

(1) Replace TUI-VHF transmitters 

(2) Replace BC-639 tunable receivers.._.._..........-- 

(3) Replace transmitters at New York (Idlewild) 

(4) Replace VHF radio link, Maui, Hawaii 





Air traffic communications stations (ATCS): 
(a) Establish ATCS facilities: | 
(1) — I ee cess 
(2) Establish remote transmitters and receivers.......-_.--_- 
(b) Relocate ATCS facilities: 
SED eRe eabcecgathcncscccscccaccccosesce 
(2) Remote re ceiver facility 
(c) Consolidate ATCS ‘ 
(d) Provide air-ground communic: ations consoles: 
(1) Install new-type consoles and ancillaries 
(2) Install special-type consoles - - 
(e) Install VHF/UHF direction finding equipmer at 
(f) Modernize and improve ATCS: 
(1) Replace antenna supports 
(2) Replace remote receiver building 
(3) Expand quarters and rearrange equipment 
(4) Expand quarters and improve water supply 
(5) Install standby engine generator at ATCS 
(6) Install direct reading altimeter and wind instrume nts_- 
7) Install air conditioning ; 
(8) Provide for relay of pilot reports to Weather Bureau esl 
(9) Provide navaid monitoring, Bimini 
(¢) Communication services for relay of weather information 
(1) At new locations... 
(2) At old locations cc Sebakea ees > 3 
(3) Relocate teletypewriter equipment at Weather Bureau 
a ae = 
(h) Improve and extend teletvpew riter services 
(1) Provide military b aseS W ith service “‘ B”’ circuits 
(2) Extend service ‘‘O” % 
(3) Provide high-speed teletypew writer circuit services “C” 
See oii rieiviss3022s5< 
(4) Expand automatic weather data interchange circuit for 
service ‘‘A’”’ 
Modernize Alaska telety pewrite r circuits (provide type 
28 printers) . . : Mere i 9 


(ry 


6. International air traffic communications stations (IATCS): 
(a) Relocate TATCS: 
(1) Relocate receiver site, Honolulu 
(2) Relocate control station, San Francisco and New Yor k___| 
(6) Improve radio circ1its 
(1) Install single side band circuits___._- . . s 
(2) Provide selective calling system on air-ground circuits, | 
Alaska. 
(3) Convert radioteletype writer circuit to twinplex, Flono- | 
lulu-Tokyo.___- 
(4) Install Miami-Tegucig: alp: 4 radiotele ty pew riter circuit_ 
c) Improve IATCS quarters: 
(1) Expand receiver control building, Wake 
(2) Expand transmitter building and rearrange equipment, 
San Juan ; 
(d) Provide air-ground communications, Cold Bay, Alaska 
(e) Replace communications equipment 
(1) Replace radio transmitters. ‘ : 
(2) Replace teletypewriter equipme nt, Wake and Guam 


1 Locations. 


Units 


11 
1] 
30 


100 


Amount 


O60 


ey 


625, 800 
530, 500 
564, 800 


140, 200 
41, 000 
717, 250 
224, 450 
50, 000 


150, 800 
35, 100 
86, 400 


408, 750 
14,720 
5, 050 
89, 480 


736, 100 


, 285, 000 


473, 000 


780, 400 
24, 400 


, 013, 800 


132, 200 
167, 400 


, 800, 000 


143, 300 
48, 300 
85, 400 
30, 000 
76, 900 
14, 600 
32, 300 
37, 500 
12, 500 


376, 800 
233, 000 


628, 20 


846, 000 
97, 500 


566, 000 


, 308, 000 


316, 600 


529, 100 


, 350, 809 


213, 109 


, 784, 9 


11, 100 


17, 200 
68, 200 


190, 500 


123, 400 
321, 600 


691, 000 
47, 000 


10 
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Summary of project requirements by activity—Continued 


Project | Units Amount 


Se 


$, Internation al air traffic communications stations (I[ATCS)—C entteust | 
(f) Provide communications equipment: 
J 








(1) Provide radiotelephone equipment for network, Balboa. 1 356, 000 
(2) Provide microwave radio link, Balboa__.._......._... l 414, 400 
(3) Install low pass radio filters, Sayville, Pete cen daceuce * 52 79, 200 
sh eae A Tie ae 5, 668, 000 
, Air navigation facilities (VORTAC): | 
(a) Establish VORTAC and terminal VOR facilities: 
(1) DT nae a a ca initthcelaguicaiilta 42 | 14, 213, 100 
lg pl ER aia ee RR oe te } 20 | 1, 910, 000 
(3) Test sign ul facilities (VOT) - ‘icctimnedbedae ate. date al 35 | 336, 700 
(b) Relocate VORT au. Ticchtinetkteydidtaeeimene sae | 3 258, 600 
(c) Provide test gea 
(1) Provide Se taianaten Sort ent. ada ce | 50 | 23, 300 
(2) Prove wees tremeeninete.. cde oad oe ee | 500 205, 000 
Ci) FRG ViGS ORF COMGTAGNIE . oa ec ccnncccsuubdbadtcasdéntovacusodeuwe 17 | 107, 100 
BN wai cs etcinhenteuitpeceesaes dacs soinsimeiuaesa its coteibosminchanandaieiaiiaii iia uias = ieee ek Te SEES | 17, 053, 800 
8, Instrument landing systems (ILS): | 
fe) Beeebiish LLB and Commonentss so scdlin ccediedcwddccndsnsa-ncdee 21 5, 195, 900 
(b) Relocate ILS facilities S eniiilnatndtacibemebiuanaiecnantiee 19 1, 634, 600 
(c) Improve ILS facilities: 
RE eee ee I ad 22 460, 900 
(2) Rehabilitate localizer antenna system_______._.......-__- | 2 823, 620 
(3) Replace localizer antenna changeover relays__............ 380 48, 640 
(4) Provide radio transceivers for ILS “SE Sa 2 110 | 47, 300 
(5) Provide visual aid for flight checking................__- : 20 | 180, 000 
6) Provide standby powerplants..................... iiecaaedad 4 126, 040 
NS i a 8. 517, 000 
9, Approach lighting (ALS): j 
(a) Establish standard approach light systems (ALS/SFL)-_-_....---- | 17 | 3, 212, 300 
(b) Relocate approach light systems. -.............-..-----...-.-__-. | 8 | 869, 600 
(c) Modernize approach light systems: 
(1) Establish sequenced flashing lights (SFL)_....._.______.- 55 | 2, 156, 000 
(2) Provide additional SFL at stations 3 and 4._......_______ } 30 162, 000 
(3) Provide additional threshold lights__...........-.....___- | 44 1, 111, 800 
Ds iinipahnchiks commaern ath<titidwtiinns aipmmnininceties | aiecleaniereaie 7 511, 700 


10, Air navigation facilities (L./MF and markers): | 
(a) Improve navigational aids (L/MF and markers) services: | | 
C3). ROR RG "EE ~ SRN oc ck neecnnatenawieniudecchiinees 2 | 111, 100 
(2) Establish fan marker, Lihue, Hawaii_____________--___- a 1 33, 200 
(3) Relocate fan marker, E] Capitan to Naples, Calif. ......- | 1 | 17, 000 
(4) Replace MHW equipment, Annette, Alaska____. 1 


: 15, 700 
(6) Decommission L/M F facilities: 
CD. eC PRT’ UR TT eg mnie | 59 | 384, 200 
(2) Decommission fan markers...........2..........-- ae 36 108, 000 
(3) Decommission radio beacons 


aitbaidcaculiatiisiadepsimauenhttes tito dtisetl | 19 | 82, 800 
Es dA dh.cnarecitshhaeuttiendbihinsdendiwhicdmeule 





ll. Intermediate fields a _ aus 
(a) Provide new terminal building, Wake Island_ 1 |} 


Seek | 725, 000 

(6) Extend instrument runway, aircraft parking and re fueling : ypron, 
Cold Bay, Alaska Scie analelsesbe alee saline telaeanetb linia tedadiioanes 1 1, 687, 000 
(ce) Provide float plane ramps...............-- en aR } 2 142, 400 

(d) Repair intermediate field and replace runw: ay lights, Moses 
pa SE Pa a eee pt hhe cadets dddne deeded. 1 123, 000 
RN, fol etna ca dite chara daaiaiesihcnshsenacdetabedtencaietices lethicd ait is idan Tenth = - u¥ 2, 677, 400 

12. Aircraft: 
(a) Procure and standardize aircraft: 
(1) Jet aircraft a ee ee sans aa ea i 2 3, 478, 000 
(2) Training aircraft _- Sed Aint deeb! ma > 7 3, 900, 000 
) Improve flight inspection aircraft: 

1) Improved T ACAN for high-altitude aircraft............. 12 123, 840 
(2) Install TACAN for convairs ~ witatwa ada 5 767, 240 
(3) Convert convair t } turboprop operation... caiecs aiiciain siete 5 2, 991, 000 
4) Procure autopil its fi r RB-57A aircraft pipistvn ; 2 131, 600 
(5) Modernize high-altitude aircraft (RB-57A)_...-.- sis 2 47, 800 
6) Procure periscope sextants for DC-4 and constellations 3 7, 800 

7) Install electronic counters and printers in flight inspection 
Sti nt icanie i andinhcnnaiteeahetecthimientitale ‘ = 32 240, 00C 


1 Locations, 
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Summary of project requirements by activity—Continued 


Neen nn ee reece cern 
| 


Project Units | Amount 


as 
12. Aircraft—Continued | | 
(c) Provide additional test gear for radio maintenance shops: | 
(1) Provide test equipment for transistorized airborne equip- 


ment. we 21 | 133, 602 
(2) Provide test equipment for Convair aireraft.___- 3 125, 418 
i saireanae _—_ : — : 11, 946, 300 


_ 


3. Housing, utilities, and miscellaneous: 
(a) Construct living quarters: | 
(1) Alaska-_-- : ‘ aie 10 675, 700 


(2) Balboa, Canal Zone... 35 759, 800 
(3) Bimini, British West Indies 3 165, 600 
(4) Wake Island _ 20 | 664, 600 
(b) Provide service buil dings and improve facilities 
(1) Provide water treatment plants, Alaska 2 126, 900 
(2) Improve power systems, Canton and Wake---. 2 90, 600 
(3) Sealcoat water catchment area, Wake 1 | 15, 500 
(4) Replace antenna and pole line guys, Wake- 1 20, 500 
(5) Provide service buildings 5 260, 400 
(6) Provide and replace powerplants. 4 90, 125 
(7) Provide air conditioning, dispensary, Wake - - 1 12, 100 
(8) Provide safety ladders at antenna supports 71 30, 175 
(c) Emergency projects... --- ’ | 82, 600 
oaeereneepnemmpfioemeeiansoslindehtiiiens 
RE wnt el ii tran cmaepuibeitiiie — 2, 994, 600 
Total, Establishment of Air Navigation Facilities_____. 195, 000, 00 000 





1 Locations, 


Mr. Tuomas. It shows that this is to buy your equipment. This 
year it is $195 million. 

The total appropriation for 1960 was $135,200,000. You transferred 
out $17 million and charged it to salaries and expenses. We thought 
you were a little pressed “for these safety devices but you transferred 
out $17 million for salaries and expenses. 

Mr. Dean. Mr. Chairman, the reason for that requested transfer, 
which was approved by the Congress, was that after the final action 
on independent offices appropriation bill was completed, we found 
that we could not support the staffing under the expense appropriation 
required to carry the operation and Maintenance of new facilities and 
the workload increase. For this reason 

Mr. Tuomas. We are familiar with that. The point I raise is that 
you had a little too much money for facilities. We were going to have 
all these facilities that were needed right now, you just had to have 
the money and lo and behold, you turned around and transferred $17 
million out. 

Mr. Quesapa. No; that is not the case, Mr. Chairman. We were 
faced with the alternative of not having available facilities in oper- 
tion. 

Mr. Tuomas. General, pardon me. Off the record. 

(Discussion off the record. ) 

Mr. Quesapa. We again say that we need the establishment funds, 
sir. 

(Discussion off the record.) 








Unit 
Cont 
Trar 
Unit 


eos ae 


App 
Net 


—— 


Wi 

} 
wh 
the 
mu 


hay 
fea 


mu 


ob] 








Sloss 


$||2\ SesksessSs See5 


Lis 


ed 
ht 
ed 


er, 
on 
nd 
on 


nd 
nat 


Ave 
we 
S17 


ere 
er- 


ids, 


989 


GrRANTs-IN-Arp For Arrports (LiqgumpATION OF CoNnTRACT 
AUTHORIZATION ) 


Program and financing 











1959 actual | 1960 estimate | 1961 estimate 


Program by activities: Grants for construction of airports 





. cl DEE REP onc sduscncnocsunbinannseciaupbet mageleaiaetaipta $72, 956, 360 | $75,000,000 | $75, 000, 000 
inanci 
" Unoblic: ated balance brought forward (contract authoriza- | 

BN we detec = dustin mnpepcarehe—s bien) ~hkn abblegiiei Kine ae | —57, 880, 304 | —47,923,944 | —35, 923, 944 
Unobligated balance carried forward (contract authoriza- | 

Nd clearer asss tedsiennda ths tbtnie ath aiajiaian te siierand aig peda tei ieae dae | 47,923,944 | 35, 923, 944 23, 923, O44 


Contract authorization (new) (permanent) -_-........-- | 63, 000, 000 63, 000, 000 | 63, 000, 000 





Status of unfunded contract authorization 
ali oe ees : - 
| 


| 
| 1959 actual | 1960 estimate | 1961 estimate 





| | 
Unfunded balance at beginning of year__..............-...-..- | $113, 500, 000 | $128, 500, 000 $133, 000, 000 


Contract authorization (new) (permanent) .-...........-....-- | 63, 000, 000 | 63, 000, 000 | 63, 000, 000 
Transferred to proposed supplemental appropriation_..______- ow GORD Banca cetatcnns 
Unfunded balance at end of year................--.....--...-- |—128, 500, 000 | —138, 000, 000 | | —116, 000, 000 


48, 000, 000° 47, 500, 000 | 80, 000, 000 


Appropriation to liquidate contract authorization.____- -| 
t 





Mr. Y ATES (presiding). Mr. Reporter, put page 1: 201 j in the record. 
(The page referred to is as follows :) 


Summary of appropriation requirements 


nena, RO: (TOUTING RIND oo oak < 50k hasbeen cb iasb debe ncricncaceneetmiewsl sssuenGees’ $47, 500, 000 
ET <.nknanenveimbaeanda$beqscounseéemnanhed ie alls peasant tactitegiineianaiaepan tare telat gullies 47, 500, 000 
Net difference, 1961 over 1960: 








| 
| 1961 esti- | Difference in- 
Activity Base for 1961 mate | crease (+) or 
| | decrease (—) 
} 





Liquidation of prior year contract authori- | 
ration - aedehddados atthe Ralahity abapmereiale | $47,500,000 | $80,000,000 | +-$32, 500, 000 32, 500, 000 





Sen GUGIEREe OF GENOMTINGION, TOES... nccccciccnsnccetcuncatdiwasdscesunecesasuecsuns 80, 000, 000 


Mr. Tuomas. This indicates, General, that you want $80 million to 
lqu uidate your contract authorization for 1961. 

fr. Quesapa. Yes, sir. 

Mr. Tuomas. As opposed to $47,500,000 in the present budget. 
Why the difference? 

Mr. Qursapa. I would have Mr. Borsari pick up when I finish, 
which won’t be too long. 

We have attempted to accelerate the program that has been au- 
thorized to provide the necessary safety features to airports that com- 
munities own and they can’t accomplish this without our help. We 
have accelerated our program, the objective being to get these safety 
features into use with the least possible delay. ‘We urged the com- 
munities to respond to this need and this has resulted in increased 
obligations. 
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Do you want to pick up from there, Mr. Borsari? 
Mr. Yates. What is the formula for the distribution ? 
Mr. Borsart. Normally, 50-50. 
Mr. Yates. What will the program contain this next year? Is 
this revealed on page 1203 ? 

Mr. Borsart. Yes, sir. 

Mr. Yates. You blocked them off when you prepared the justifica- 
tions. 

Mr. Borsart. You asked if it is contained in next year’s figures, 
Yes. The authorization of $63 million is for fiscal year 1961. 


JUSTIFICATION DATA 


Mr. Yates. Mr. Reporter, put pages 1202 and 1203 into the record, 
(The pages referred to are as follows:) 


This estimate of $80 million provides for the payment of Federal matching 
funds to municipalities for airport construction projects undertaken in line with 
grant agreements entered into under contract authority provided by Public Law 
211, 84th Congress, and Public Law 86-72. 

Fiseal year 1960 marks the fifth year of the Federal-aid airport program 
under current legislation and total obligations at the end of this period are 
estimated to reach $258,600,000. Since inception of this program in fiscal year 
1956, total cash appropriations through 1960 for liquidation of obligations 
amount to $150,500,000. Based on several years’ experience and current expendi- 
ture trends, it is estimated that during fiscal year 1960 an additional $11 
million will be required to meet requests for progress payments as construction 
stages are completed. Therefore, at the close of 1960 outstanding unliquidated 
obligations will amount to $97 million, representing, for the most part, con- 
struction agreements with airport sponsors initiated during fiscal year 1960 as 
well as prior year projects in various stages of completion. On the premise 
that a supplemental appropriation of $11 million will be made available to meet 
fiscal year 1960 cash requirements, it is estimated that for fiscal year 1961 the 
additional cash required to liquidate outstanding obligations will amount to $80 
million. 

These estimates of expenditure levels are related to several years’ experience 
of an average timelag between obligations and actual expenditures. During 
fiscal years 1957, 1958, and 1959 this timelag averaged approximately 13 months. 
Our estimates are predicated on a continuation of the 13-month delay period 
during fiscal years 1960 and 1961, and on three major factors which influence the 
administration of this program: 

(1) The sustained demands of increasing aviation activity and the accelerated 
procurement by the air carriers of jet aircraft has stimulated construction work 
in airport development to meet the needs of these aircraft. 

(2) Advance notice to sponsors of tentative allocations (it is contemplated 
that the program for fiscal year 1961 will be announced in January 1960) and 
the expeditious review and approval of project applications leading to the 
issuance of grant agreements have permitted earlier implementation of actual 
construction and firm scheduling of projects by local sponsoring officials. 

(3) Revised administrative procedures have been streamlined to permit 
prompt partial payments to sponsors as the work on projects progresses. 

Using the factor of a 13-month lag from obligations to expenditure and the 
anticipated level of obligations for 1960 and 1961, it is estimated that a total 
of $80 million will be needed for expenditure in 1961 to meet sponsor requests 
for matching funds in payment of valid Federal obligations. 





Mr 
for i 
about 
know 

Mr 

Mr 
the n 

Mr 
proje 


(hi 


This 
51,00 
such a 








ts 


ee 


991 


Contract authorization and obligations 
Nh i i totter tlt menprte hie tp ep aees a etna 
| 








Contract au- | Cumulative 

Fiscal year thorization | Obligations | unobligated 
authorization 

_——_———_—__—__——_— dialed <0 

A en eS $42, 500,000 | $9,205,897 | $33, 294, 103 
 athacevnsnthtecteannaneedsgoncesatpaeed-ths ...-.| 63,000,000 | 37, 491, 306 5S, 802, 797 
i adk kegtn were eaeedapapererel<dege ip -oneoh ye 63, 000, 000 63, 922, 493 57, 880, 304 
i lA RO Sli EEE RET! TEL? 63,000,000 | 72,956,360} 47,923, 944 
1960 SN 6 onan cusiembpaccoreesiennensiconatipanencacncsion 63, 000,000 | — 75, 000, 000 35, 923, 944 
1961 (estimated ) ob rnawebeetequanniwa Gpreteteadesipiniivaed 63, 000, 000 75, 000, 000" 23, 923, 944 
a a aa iain ein near ri lace reemeaaniaeiieiaeiiiadl 357, 500, 000 333, 576, 056 a ca Bei 


Appropriations and expenditures 


| | 








| Liquidation Cumulative 
Fiscal year cash appro- | Expenditures] unliquidated 
priated | | Obligations 
i isnneeneasenanshle — memsene a oni ———_—— 
SES. Ac ded. deed (ook. Ui s3. OL ORR. Dae Bae | $9, 205, 897 
SE iesens-0-20- iia anc le As $30, 000, 000 $9, 355, 733 37, 341, 470 
En nwenaanccwee Brits _....--| 25,000,000 | 33, 767, 442 67, 496, 521 
1959. RN ape ene ae : pecscii , $8,000, 000 | 50, 504, 604 89, 948, 277 
se ae .-| 158,500,000 | 67, 872, 221 97, 076, 056 
CMNOGDs b56000 005.51 ilbbs de ALO ails ‘Bo 000,000 | 80, 000, 000 92, 076, 056 
EE A ee Tee 241, 500, ‘000 241, 500, 000 |........-..... 
IS os rok dé oul baddS Eb eigb She 4- kp sho dues ed sasisay 80, 000, 000 | -2-------+--2-|pon----2-2- =e 
1 





1 Assumes supplemental appropriation of $11,000,000 during 1960, 


Mr. Yates. Do you, somewhere in your justifications, have a list 
of where this money is going to be spent ? 

Mr. Borsart. Not in the justification. The program of the fiscal 
year 1961? 

Mr. Yares. Yes; the current budget. 

Mr. Borsart. We haven’t made it. It is in the process of being 
pes ared right now. 

r. Yates. Are there any questions on this section, gentlemen of 

the committee ? 

(No response. ) 


STATUS OF AIRPORT PROJECT AT CHEROKEE COUNTY, TEX. 


Mr. Yares. Mr. Reporter, the committee takes note of the request 
for information of Congressman Dowdy of Texas. He has asked 
about the status of the project at Cherokee County, Tex. Do you 
know about it ? 

Mr. Borsarr. I do not, sir. 

Mr. Quesapa. I am sure it will be given consideration along with 
the national plan. 

Mr. Yares. Can you supply for the record what the status of this 
project is and put it in so that Mr. Dowdy may have it? 

(Information requested follows:) 


Sratus oF AIRPORT PROJECT AT CHEROKEE County, TEx. 


This Agency has received a request for subject location in the amount of 
$51,000 under the Federal-aid airport program for 1961. The work for which 
such aid is sought is as follows: 


51632—60—_63 








992 


Purchase of 250 to 300 acres land; construct 4,000-foot north/south and 4,009. 
foot east/west runway with 1,000-foot clearance and pave; install lighting, 
fencing, access road, taxi area, and miscellaneous items. 

This request is being evaluated along with ali other requests received for aig 
under the 1961 program. We expect to complete our evaluation of these re 
quests and announce our program about the end of February 1960. 

Mr. Quesapa. Are you referring to— 

Mr. Tuomas. 1961, not 1960. You have already made your com- 
mitments for 1960. 

Have you completed your master list for 19614 

Mr. Yates. They are in the process of preparing that now. 

Mr. Tuomas. Mr. Dowdy would like to be in there. It is a little 
airport with an approximate cost of $40,000 or $50,000. There is 
a lot of traffic up there. We would appreciate it very much if you 
would put it in. 

FORMULA FOR MATCHING FUNDS 


Mr. Yates. Mr. Borsari, in response to my request for a formula 
statement, you told me it was a 50-50 matching basis. 

Mr. Borsartr. Generally. 

Mr. Yates. Can you state for the record what the total formula is, 
rather than a general statement ? 

Mr. Borsart. The law provides that we could match 50-50 and only 
differs in two respects. In the land-grant States in the West, it goes 
up by percentages. Rather than 50-50, it could get to 6214 percent. 
That is because of land being off the tax roll, Government owned. 
And the other item where the formula differs is for the development 
of high intensity runway lights KB 75-25. 

Mr. Yates. is this with respect to only the light feature ? 

Mr. Borsart. High intensity runway lights by law will be financed 
on a 75-25 basis. 

Mr. Pye. On the runway. 

Mr. Yares. This is all prescribed in accordance with the formula 
that is established by law ? 

Mr. Borsart. Yes. 

Mr. Yates. Does FAA have any discretion at all ? 

Mr. Borsart. No. High intensity lights on instrument runways are 
75-25. 

Mr. Yates. What about the question of the termination? That is 
within your discretion, is it not ? 

Mr. Borsarr. Yes. 

Mr. Yates. You have the discretion as to which airport you will 
program ¢ 

Mr. Borsart. That is right. 

Mr. Yates. You havea long list of them ? 

Mr. Borsart. There were 288 in 1960. 

Mr. Yares. 288 that were in the program ? 

Mr. Borsarr. Yes. 

Mr. Yates. How many were not in the program for which you had 
applications ? 

Mr. Borsarr. About the same. 

Mr. Yares. 288? 

Mr. Borsart. Roughly we get every year—— 

Mr. Yates. Communities that wanted to be included in the program 
and which could not be included? Isthat correct ? 
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Mr. Borsart. About 500 requests—I believe the figure is 529 we 
had in 1960. We programed 288 locations. 


Mr. QuESADA. 


think it should be made clear, Mr. Yates, that 25 


rcent of the funds are discretionary funds and we are permitted 
under the terms of the law to allocate that portion of the total funds 
anyplace in the United States we feel is to the public’s interest. The 


remaining 
in all of t 
discretion there. 


Mr. Yates. I knew you had discretion. 


75 percent is allocated by a formula that has to be spent 
1e States under the terms of this formula. We do not have 


I wanted to have it for 


therecord. That is, with respect to 25 percent of the funds. 


OPERATION AND MAINTENANCE, NatrionaL Caprrat ArRPorTS 


Program and financing 








Program by activities: 
Operating costs: 
1. Washington National Airport: 
(a) Terminal area...........- 
(b) Hangar area 
(c) Landing area 
(d) Other areas 


Total Washington National Airport. __.- 


I a eee ne ele Dembwemaband u 


Total operating costs........... 

Capital outlay: 
1. Washington National Airport...- 
2. Dulles International Airport 
Total capital outlay_.........-. 


Total program costs_.......-.-- 
3. Relation of costs to obligations: 


Costs financed from obligations of other years 


net (—). 


Obligations incurred for costs of other years net. 


Total program (obligations) 
Financing: 


1959 appropriation available in 1958_..........--....... 


Unobligated balance no longer available 


Appropriation (new obligational authority) 


1959 actual 











1960 estimate | 1961 estimate 


























$782, 696 $837, 800 $982, 900 

401, 802 170, 700 563, 800 

494, 035 552, 400 740, 700 

216, 729 257, 900 290, 400 

1, 895, 262 2, 118, 800 2, 577, 800 

962, 500 

1, 895, 262 2, 118, 800 3, 540, 300 

183, 559 501, 400 682, 000 
oe 1, 630, 000 

183, 559 501, 400 2, 312, 000 

2.078, 821 2, 620, 200 5, $52, 300 
—220, 200 }......-.--.-.. 

306, GOD Bicccnbwossens4 147, 700 

| 2, 464, 201 2, 400, 000 6, 000, 000 
-| Te ee ee 
We Eetadedcnhohel a a ve 
| 2, 490, 000 2, 400, 000 6, 000, 000 
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Object classification 





iets - dot $$$)! f| 
5O ac « on seti 4 | oy 
1959 actual | 1960 estimate 1961 estimate 


i 














Sf 
i j 

Total number of permanent positions__................-.- ae 266 | 285 | 627 
Average number of all employees. ..............-...--..-.---- 242 260 431 
Number of employees at end of year. _..............-.---.---- 261 | 273 | 607 
Average GS grade and salary Sleenniip tel dag ate maniacs _..-|5.3 $5,050 5.6 $5,141 | 6.1 $4,955 
Average salary of ungraded positions..................------ -| $4, 882 | $5, 133 85,034 
01 Personal services: Tb 
Permanent positions... --.-.-- 2 beteetledes -| $1,229,416 | $1, 370, 600 $2, 291, 600 
ED OLE AE 53, 703 | 79, 400 122, 609 

fae ; ion bere 
- om I Sic cthliderevintiowniel a, - 1, 4 * one 2,414, 200 
4 rave _ ween nn nn eee eee e ee ---------- 0, 141 | ’ | 20, 000 
03 Transportation of things_...-..-..-.---....-..- beat boyd 137 | 1, 200 5, 200 
le ETI cin cececcctesecenccenceosecessa 11, 230 | 12, 000 19, 500 
05 Rents and utility services..................-...- tes 211, 722 254, 500 344, 500 
06 Printing and reproduction -......-..........---..-.-+.----] _ 984 2, 000 4, 500 
07 Other contractual services. —.......-- a ieiliRaiate 51, 869 | 104, 350 266, 700 
08 Supplies and materials_........-..-- ss = 193, 742 | 208, 000 | 412, 500 
a i ei Litiecteetineteie 139, 334 | 78, 950 2, 012, 000 
10 Lands and structures Sere iinaianiaes snip eciedeethaianne 203, 000 347, 000 
11 Grants, subsidies, and Gpniiiitinth ~~. cceecce 79, 453 | 88, 200 | 151, 200 
13 Refunds, awards, and indemnities Ee ee 8, 700 | 1, 500 | 2.300 
15 Taxes and assessments__.-....---- became 191 | 300 | 400 
1959 program obligated in 1958__......-- bs cichddateies Sietanpenbsnaeauedel —19, 427 |- ee o<efecusiene 
oo ee ae Serer a aoe enn e oso 8 i eee ae 6, 000, 000 


| 





Mr. Yares. Let’s devote our attention now to the two Washington 
airports. 

Mr. Tomas. Mr. Yates, let me call your attention to the appro- 
priating language. He combines the two airports together a sets 
up & new bureau for C hantilly and National Airport. In his justi- 
oon he does break vs n the expense. Of course, there is no 

ense to Chantilly yet. I do hope in the years to come that you 
will keep a separate and distinct breakdown on both of them, even 
theiah you do combine them under one bureau. 

Mr. Yares. That is a very good suggestion. 

Mr. Reporter, put page i302 in the record, 1303 and 1304, which 
describe the operation of the program generally, pages 1305 and 1306, 
which is a table on the operation and maintenance of National Capi- 
tal airports. 
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(The pages referred to are as follows:) 


Summary of appropriation requirements 


A I a leet alia anne apnea ae $2, 400, 000 
a Program costs funded from other appropriations___.._........--...-...-.--- $215, 000 
Other program adjustments including mandatory personal serviees costs_..- 5, 025 
Full year costs of programs financed on part-year basis in 1960_..........-.. 173, 075 

——_—- 393, 100 

OT 2, 793, 100 


Net difference, 1961 over 1960: 





1961 esti- Difference, in- 
Activity Base for 1961 mate crease (+) or 
decrease (—) 


—_—_—— 


Operating costs: 





Washington National Airport..........- $2, 069, 950 $2, 350, 450 +$280, 500 
Dulles International Airport............].............. 719, 050 +719, 050 
Direction, supervision, and consoli- 
et CNODIE con. o-sdsicbbdekdecasa- 441, 950 | 470,800 | _-+28, 850 
Es iicncbnke np ingeeneneh amie snes 





Capital outlay: 


Washington National Airport........... 501, 400 | 682, 000 +180, 600 
Dulles International Airport............]--.......-.--- 1, 630, 000 +1, 630, 000 
POU. 55ck cn cdd edivsbbncdectbunbtdwebe 501, 400 2, 312, 000 +1, 810, 600 





Adjustment of costs to obligations: 
Deduct: Amounts funded from prior 


year authorization. ...........-..... a" —840, 200 — 120, 000 4-220, 200 
Add: Obligations for future year costs...| 120, 000 267, 700 +147, 700 
PeOt GUISUMCMNON on oboe 5s Sc cdsesecd —220, 200 | 147, 700 +367, 900 
—S=—— =| SSS = | SSS 

Gross requirements. ............-....- 2, 793, 100 6, 000, 000 +3, 206, 900 3, 206, 900 

—_————— 

Total estimate of appropriation, 1961.......................2.------ 2-2 see-e-s 6, 000, 000 


GENERAL PROGRAM INFORMATION 


Activities financed under this appropriation include the mangement, operation 
maintenance and fire and police protection services at Washington National and 
Dulles International Airports. Outlays for operating equipment and major 
maintenance projects are also financed under this appropriation, while major 
construction projects are financed under a separate appropriation “Construction, 
National Capital airports.” 

Responsibility for operation of the airports is vested in the Bureau of National 
Capital Airports which was established in fiscal year 1960 to insure coordinated 
management policies and maximum operating efficiency at Washington National 
Airport and Dulles International Airport. The latter is expected to be opera- 
tional in the summer of 1961. The organization of the Bureau follows a pattern 
commonly used for the management of separate but related business operations. 
Consolidated executive direction, including engineering and operational plan- 
ning, business forecasting, concession contracting, procurement, accounting, and 
personnel administration are centralized in a headquarters organization, with 
each airport functioning as a subordinate operational entity. 

Washington National Airport will continue to serve as the principal air 
terminal in the metropolitan area of Washington during fiscal year 1961. Con- 
struction on Dulles International Airport will have progressed sufficiently to re- 
quire limited police, fire and maintenance staffing during the last half of the 
fiscal year. It will also be necessary to prepare warehouse and maintenance 
shops, recruit and train key operating personnel, and conduct operational tests 
of the installation during 1961 in preparation for operations in July. Air car- 
riers presently serving Washington National Airport, as well as additional inter- 
national carriers, will commence phasing their operations into Dulles Inter- 
national Airport during the summer of calendar year 1961. Since actual air- 
line operations are not expected to start at the new airport until the start of 
fiscal year 1962, the level of activity at Washington National Airport will con- 
tinue to grow through 1961. 
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Over a period of the last 5 years, passenger traffic utilizing the facilities of 
Washington National Airport increased by 72 percent and aircraft movements 
by 50 percent. In calendar year 1959, 5,050,690 airline passengers were enplaned 
or deplaned at the National Airport, a new peak load for the facility. During 
the same period, Washington National Airport accommodated a total of 309,349 
aircraft takeoffs and landings, also a new peak level. A projection of this 
activity rate illustrates the expected continuing upward trend of public demands 
for aviation services in Washington and the surrounding metropolitan area, as 
shown in the following table on a fiscal year basis. 


Operation and maintenance, National Capital airports 


[Washington National Airport] 





Fiscal year | Fiscal year Fiscal year 
1959 actual | 1960 estimate 1961 estimate 





Traflic movements 





binthdnoseipabteebbtatibes 291, 707 312, 000 320, 000 
Passenger movements_..................-.- 4, 747, 971 5, 200, 000 5, 700, 000 
General public visitors (estimate) 6, 590, 000 7, 200, 000 9, 000, 000 
Revenues from operations...........20-... cee. -cecceeee ----| $3,645,044 $3, 922, 000 $4, 350, 000 





This 1961 appropriation request of $6 million will provide $3,540,300 for 
direct operating expenses, $2,312,000 for capitalized expenditures and net obli- 
gations of $147,700 for expenses in future years. The requirements for operat- 
ing expenses represent an increase of $1,206,500 over 1960 of which $719,050 
is for direct costs of operation at Dulles International Airport. 

Financially, operations at Washington National Airport continue to show im- 
proved results. In 1961, revenues are expected to exceed operating costs, in- 
cluding expenses for interest and depreciation, by $572,000. Dulles Inter- 
national Airport will also be operated as a business activity with the objective 
of securing adequate revenues from the combined operation to recover all costs 
and to ultimately retire the Federal investment. An operating deficit of $962,- 
500 will be incurred during 1961 at the Dulles Airport resulting from direct 


costs at the airport and a proportionate share of centralized management and 
administrative services. 
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Mr. Yates. Who wants to tell us about the progress of Chantilly? 
RETIREMENT OF INVESTMENT IN WASHINGTON NATIONAL AIRPORT 


Mr. Jonas. Mr. Yates, before you go to Chantilly, would you yield 
for a question on Washington National 

Mr. Yares. Yes. 

Mr. Jonas. What is our investment in that airport ! 

Mr. Quesapa. In Washington National ? 

Mr. Jonas. Yes. 

Mr. Burron. Our total investment from the earliest stage includiy 
WPA fund and that sort of grant money is around $34 million, de- 
preciated down to $19 million-plus. I think last year its capitaliza- 
tion brought it back up to about $20 million, present value. 

Mr. Jonas. How much have we received through the last year in 
revenues? I did not see a table showing that. Where do we stand! 

Mr. Burton. We have revenues of about $4 million in 1960. Our 
profit figure is here. 

Mr. Pyue. Page 1304. 

Mr. Burron. At any rate, it was $568,000 in 1960, our expected 
profit figure. 

Mr. Jonas. I understand. In all, how much has been repaid? How 
much has the Government recovered of this investment to date? 

Mr. Burron. It has depreciated to this figure of about $20 million 
from the $34 million. 

Mr. Jonas. We have received the difference? Is that what you call 
the difference ? 

Mr. Burton. We do not actually make a payment. We make 4 
charge which shows up in our cost accounting system for depreciation 
and interest. 

Mr. Jonas. We have an investment of $34 million. You mean it 
has been paid down to $19 million by excess of receipts over subsequent 
appropriations ? 

Mr. Burton. I couldn’t tell you exactly with respect to receipts. 

Mr. Jonas. You have that information; haven’t you? 

Mr. Burron. Yes. I wanted to be sure I understood how much you 
wanted. 

Mr. Jonas. I wanted to know how much has been paid back of the 
$54 million we had invested out there, and how much money the tax- 
payers have invested as of today or as of last year. 

Mr. Harper. We don’t have that information with us. We do 
have it in our records, sir. It is not the difference between the $19 
million and the $34 million. 

Mr. Jonas. I didn’t think so. 

Mr. Yates. That is a depreciation figure. 

Mr. Harper. That is right. In the last 4 or 5 years we have been 
taking in more revenues than the operating costs, including the inter- 
est on the investment, but this started 5 or 6 years ago. 


Mr. Tuomas. Give Mr. Jonas the approximate figure. For the last 
2 


3 years you have been breaking even. Your capital investment has 
not been reduced a dime. 

Mr. Harrer. We have been making a profit of four or five hundred 
thousand dollars in the last 3 or 4 years. 
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Mr. Qursapa. This is after allowing for depreciation and interest. 
There has been a substantial return to the Government over and above 
the operating costs. 

Mr. Yates. For the last 3 years. 

Mr. Quesapa. For the last 5 years. 

Mr. Tuomas. Did it amount to as much as $5 million? It is doubt- 
ful, isn’t it ¢ 

Mr. Quesapa. If you would include depreciation and interest. If 

ou would exclude depreciation and interest, I would say the answer 
is more than $5 million. 

Mr. Tuomas. You are putting $5 million back into it this year. 
The answer to Mr. Jonas’ question is, what you have today and what 
your original investment was, you haven’t ‘amortized any money or 
any part of it. 

Mr. QuEsapa. Oh, no. 

Mr. Yates. Do you propose to ask in your question whether there 
is an amount the Government has lost over the years beyond its capi- 
tal investment of $34 million ? 

Mr. Jonas. Let’s start over. The record now shows that we have 
invested taxpayers’ money amounting to $34 million in the creation 
of that airport. Over the years, how much of that has been returned 
to the Treasury ? 

Mr. Burton. That is question No. 1. We will have to get that for 
you. There has been an amount of money each year up to around 
$4 million this year, 

(The information is as follows :) 


Analysis of investment in Washington National Airport through fiscal year 1960 
[In millions] 


Original investment in land and facilities : 





I RRO oe eee et Deel donk el Bile da. etwuieieluh ap pein aay $4. 0 
I a inl 9.7 
OC nc cxecareppalnomaenarmvewene tii atgainain 3.2 
Land and buildings transferred from other agenc Pk ne nah oad 2.0 

GE, CRUCRMRNRSED CON UOOUR INE ni in ca tetn nt nb ce phere Em casera cs 18.9 





Additions to physical assets (1942-60) : 
Grant from program for “Development of landing areas for national 
NO gots hee ES SIT SS ie ee i cehtbaie te antl 1.3 
Facilities transferred from other agencies__.__.__._____..._.__________ 5 
Direct appropriations for “Construction, Washington National Air- 











I ais esas 0 cs ceaagnlocsien acces ane pA SMaeas aie ee ct ne oceans eaconng deh aa tek 12.3 

Total additional investment (1942-60) _..-.....--___-_-__- 14.1 

Total investment for construction and facilities_.......___________ 33. 0 

Deduct land transferred to Department of the Interior_.______________ —.4 

Net investment in Washington National Airport facilities__._______ 32. 6 

Ie tree Crean Oe 31.9 
Deduct outlays from appropriations for “Operation and maintenance, Wash- 

ington National Airport” (1942-60)_________ di bicatedecchdytted nt de tad iasd Aialagncdes 22.8 

Revenues in excess of “O. & M.” outlays applied to investment____________ 9.1 








Current investment in Washington National Airport___.____________. 28. 5 
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Revenues earned through 1960 exceed total outlays from appropriations for 
operation and maintenance by $9.1 million. Application of these excess revenues 
to appropriations for construction at Washington National Airport reduces the 
current Federal investment to $23.5 million. The original investment is expected 
to be retired in about 10 years, and additional investments in facilities will be 
retired within a period of 20 to 40 years after installation, depending on their 
estimated useful life. The current rate of return is expected to improve. when 
long-term contracts entered into a number of years ago, when the objective wag 
to recover current out-of-pocket costs, are renegotiated on a basis which wil] 
recover both direct and indirect costs attributable to the services rendered, 


RECEIPTS 


Mr. Jonas. Then I would like to know what part of the current 
year’s receipts is attributable to rentals, landing rentals paid by air- 
craft, and what part is attributable to the operation of concessions, 

Mr. Burron. All right, sir. 

Mr. Jonas. You have that, don’t you? 

Mr. Burron. Yes, sir. 

Mr. Yates. Do you have it with you ? 

Mr. Jonas. Total receipts for 1960. 

Mr. Burton. For fiscal year 1960. Total receipts would come out 
just at $4 million, of which landing fees account for $632,000. Add 
to the landing fee a special charge we have for ramp service, $72,000, 

Mr. Jonas. That is $704,000 from aircraft use. 

Mr. Burton. Yes, sir. 

Mr. Jonas. And the remaining receipts came from concessions? 

Mr. Burron. Concessions, rentals, utilities. 

Mr. Jonas. You had 309,3 340 aircraft takeoffs and landings. That 
produced a revenue to the airport of $704,000; am I correct? 

Mr. Burton. I believe what you are doing is comparing the cal- 
endar year 1960 landings with the fiscal year revenues. 

Mr. Jonas. I have to do that. The information you give us is 
based on calendar year 1959, on page 1303, the last paragraph. 

Mr. Burton. For fiscal year 1960, 312,000 aircraft movements pro- 
duced $704,000. 

Mr. Jonas. That is all I wanted. 

Mr. Quesapa. We will furnish this other information for you, 
sir. 

Mr. Yares. I wanted to ask ore question in connection with that. 
$34 million is the Government’s initial capital investment. Have 
there been operating deficits over the years which are not included in 
that figure? 

Mr. Burton. $34 million includes all of the WPA grant money 
and any type of construction money that may have been spent. 

Mr. Tromas. The answer is “yes,” is it not? 

Mr. Burton. The answer is there are probably years where there 
was a deficit of revenues under the level of operating expenses. 

Mr. Qursapa. Definitely, yes. 

Mr. Burton. The answer is a clear “yes,” there have been years in 
which there was a deficit which are not included in the capital costs. 

Mr. Yares. Not included in the $34 million. 

Mr. Quesapa. It is over and above that. 

Mr. Yates. Do you know what the answer to that is? 

Mr. Burron. No, sir; not the exact amount. 
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- Mr. Yares. That is part of the Government’s investment. Perhaps 
. we should have that to show the Government’s investment. 
d Mr. Jonas. My attention has been called to the fact that most of 
e that information is on page 82 of the print; is that correct? If so, 
: it could be put in the record. 
. Mr. Yates. That is just since 1959. That is $34 million. 
1 Mr. Tuomas. Insert it in the record at this point in answer to Mr. 
Yates’ question, what years the deficits existed. 
Mr. Yates. Which would show the total amount of the Govern- 
ment’s investment both as a result of capital expenditures and oper- 
t ating deficits. 
| (The information is as follows :) 
Operating deficits and capital outlays at Washington National Airport, 1941-60 
{In thousands] 
Operating | Investments in Washington 
Outlays from surplus or National Airport ! 
appropria- deficit (—) 
tions for Revenues (revenues 
Fiscal year “Operation earned compared to Capital out- 
t and mainte- “Operation Land and | laysadjusted 
l nance”’ and mainte- facilities for operat- 
nance” ing surplus 
outlays) or deficit 
sasanahieeiniedl cdcieawaabiiadl $18, 875 $18, 875 
$403 | $43 12 (31) 
44 | —50 82 132 
617 | —24 369 393 
595 53 1, 290 1, 237 
, | 756 89 5, 496 5, 407 
851 2 | 2 (436) (438) 
839 wel Eisosdicemcsctiead 123 
983 —162 1, 835 1,997 
je 1, 160 —28 196 224 
1, 318 76 673 597 
1. 645 282 75 (207) 
5 1, 834 | 4588 28 (460) 
1, 892 550 400 (150) 
2, 146 778 340 (438) 
2) 362 978 | 8, 125 2, 147 
2,912 Re ena an (1, 416) 
3, 464 1, 862 250 (1, 612) 
3, 729 | Rts Lenenatenaneieel (1, 265) 
4,000 1, 600 ———o (1, 600) 
’ 31, 850 9, 095 | 32, 610 23, 515 
1 Figures in parentheses indicate reduction in investments. 
1 Reduction reflects transfer of land to Department of the Interior. 
OTHER OBJECTS 
y Mr. Yates. We will insert into the record at this point pages 1320 
through 1324. 
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(The pages referred to follow :) 


Analysis by objects 


} SS ls 


1960 } 
| 











—| 

4 | 1061 appro- 

Appropria- | priag 
tion Base for 1961 | on 

(adjusted) 
~| a — see ar 

I a z | 319 | aoe 6x7 

Sa = a 


Personal services: 
i id oceania te ahedee | 























$1,537,100 | $1, 709, 200 $2, 291, 600 
Nitec cecilia dinenieaannpancneniadaenonennceced MARAE 86, 500 | 80, 800 | 122" 609 
Total, personal services _..............-- eating al 1, 623, 600 1, 790, 000 | 2, 414, 200 
Other objects: | | "5 
i ecrccencnenaiednioe wosinaaeisip tuinineeneatg ine apts slee prmae 13, 000 | 13, 000 | 20, 000 
Transportation of things........ dhcdiiiesstesiicniadhehstscatapisipaiameienitioi 1, 200 200 | 5, 0 
Communications services _--_.-- Stieetiienant ea A nana 12, 000 12, 000 | 19, 5 
ES et a ee eee 254, 500 | 254, 500 | 344, 500 
ey GR NIINSION 6 SoCo Se nc cnnweccnwace caine 2, 500 2, 500 4, 500 
Other contractual services . -..-.....-...- dancing came h ibe | 108, 225 121, 125 266, 700 
Supplies pnd materials....25.0.0. 20. nodes ssdsscin..-- ose | 207, 100 205, 000 412, 500 
I ieee ence bilne Soe eN Eh tocnebdkniwanes abies } 85,050 | 78, 600 | 2, 012, 000 
OO Ee eee eee eee 203, 000 203, 000 | 7,000 
Grants, subsidies, and contributions.-_..................-- 102, 900 111, 375 | 151, 200 
Refunds, awards, and indemnities.__..............-.-----| 1, 500 1, 500 | 2.300 
a a a ee ol 425 | 300 | 400 
Total, other objects__..._--.-- tae tkabieees 991,400! 1,003,100]  — 3, 585,499 
I URI. ane Sec ccenec ge bbiidecccasoceeasetl 2, 615, 000 2, 793, 100 | 6, 000, 000 
| : 
| 1960 estimate 
Da ne | 1961 appro- 
| Appropria- | priation 
tion Base for 1961 | 
| (adjusted) 
Personal services: 
Permanent positions: | 
Number of positions: | 
Direction, supervision, and consolidated services. -} 55 55 9 
Washington National Airport...................--] 264 264 | 205 
Dulles International Airport__.................-.- Sogainns eboesieoree coer es ! 270 
ee ee kee ae 319 | 319 627 
Personal service requirements; 
Direction, supervision, and consolidated services: | | 
J RE ee $302, 350 | $392, 475 $406, 600 
Tn askaibasbatsan ious 7,050 | 6, 200 8, 400 
en, WE SIEGE ...ccsncncocescecceuusacacene 309, 400 398, 675 415, 000 
Washington National Airport: 
resmement powiens..................... a ee 1, 234, 750 | 1, 316, 725 | 1, 383, 300 
Ne oe hl hin aadond 79, 450 | 74, 600 | 85, 500 
Total, personal services__......- ae ie ec caeeacaael 1, 314, 200 1, 391, 325 | 1, 468, 800 
Dulles International Airport: 
ae Le es eden dl tbeednauenakwe’ 501, 700 
tein rea as a ie ana ao a 28, 700 
Total, personal services_..........-- ia 530, 400 
Combined activity level: 
a cignem eine vipa 1, 537, 100 1, 709, 200 2, 291, 600 
SO a ns 86, 500 80, 800 122, 600 
TON, ONININNE BOT CRBUD ai on cc dcecctcccccccuccdscscns 1, 623, 600 1, 790, 000 2, 414, 
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EXPLANATION 


Funds requested for permanent positions at the Bureau and Washington 
National Airport levels provide for a turnover lapse of approximately 3% per- 
cet for continuing positions. New positions requested at the Bureau level are 
financed for an average employment of approximately 7 months and new posi- 
tions requested for Washington National Airport are financed for employment 
slightly in excess of a 6-month average. Funds requested for permanent posi- 
tions at Dulles International Airport provide for an average employment of 4 
months. It will be necessary to hire certain Dulles personnel well in advance 
of this time schedule in order to permit training accomplishment for firemen 
and policemen, as well as to undertake protection on a progressive scale prior 
to the airport’s opening. It is contemplated that the bulk of Dulles employees 
will not be hired until shortly before the close of the fiscal year. 

Funds requested for other personal services costs relate almost in total to 
shift differential requirements required for operation of the airports on a 
round-the-clock basis. Funds are provided for overtime at the past experience 
level for the accomplishment of emergency repairs and to meet emergency and 
peakload administrative duties. 

The proposed position and personal services allowances will provide staffing 
by organization unit as follows: 


Direction, supervision, and consolidated services 





ee - ——$——____ —_————_$$_———————————— 








| 
| Fiseal year | Fiscal year 
5 | 1961 
Serr a ene cere em ncfpncnncernnntetcemnsinlnicieh Licisnliaaiali eh ithe Nak 
Office of the Director ss Il arate ae i a A a ee 7 7 
Business Analysis and Forecast Division. -..................--.-------.-.-e- 6 | 6 
——S—_—_— SS | = 
Program Management Division: 
Office of Division C hief__. Scscwscees}... : 7 —_ 1 
Budget, accounts, payroll. aor : i ; 13 | 17 
Contracts and property management... _____. “ senate 9 13 
lng nina pb anhunant'Ghiencanrecbunab nase ott Mtass ial 3} 4 
Total, Program Management Division. _...........-..2....-.._.-.._-- 29 38 
I | 5 5 
Engineering and Maintemance Division. -.........2...-.-....1----- 8 6 
Total, direction, supervision and consolidated services..............._- 55 62 
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Operating airports 


—_———— 


























Washington National Dulles 
Airport Internationa] 
Airport 
LL 
1960 1961 1961 
; -erne® Os LT 
Operations and safety services: 
Direction and operations supervision_...........-.....--.-. 4 5 5 
CTT nnn nn nn nan ne eaantnankcentetee 5 
ED NINN on chk h recon cut ecsusbeddabowkeltasce MeeLondeAbddadloeiell 235 
Ween Oren i a id daisies 43 54 “4 
ET MONON ts nt eunndhansi>chpmammatecenteons 4 4 4 
IIE i. ng ernatiunenentagneecacesancenesece 40 45 35 
ape stab et rinsed tential a 
Total, operations and safety services..............-..... 91 108 128 
Maintenance service: ve =| ean 
Direction, draftsmen, clerical. ...............--.-.-.....-- 7 7 7 
Ee DIINO: nnimacinnccsncccucnacuceccuvccss 8 9 7 
I iain bennnesinnseibhernsocepnnonaléevenennrennnnt 1 
Ny NN oS coe wanbenecececcsstontcecteercee 39 | 43 27 
ssa itreenndnagnebieichesteaccccnsenenenenceus 42 | 45 % 
Total, maintenance service._............-.-----.-.-- | 104 re 
Utilities distribution service: . “eo a aa: 
ihe edicipnaee ee ecdcunnranetdl 18 22 13 
Heat, air conditioning, sewage treatment, and other_______| 35 35 ” 
_ 
Total, utilities distribution service.................. 53 | 57 2 
SS —s —_— ———=— = 
Administrative services: 
NE 4 4 4 
Fiscal, warehouse, telephone operators, and other admin- 
XE SEE SL RS Ee SC ee 20 22 B 
Total, administrative services._....................- 4 26 n 
| OSs ——————_—_—_—_——— 
Total, staffing, operating airports. .................. 264 295 270 





Other objects 





1960 estimate 




















1961 appro- 
Appropria- priation 
tion Base for 1961 
(adjusted) 

Travel: 
I cicniebtiebineiiol 375 | 375 570 
II INON N aooe cain a Sen ectbeescces ai oo $35 o- $35 Soa "$35 
CE EEE eee eee | 13, 000 13, 000 20, 000 

Direction, supervision, and consolidated services: Executive 

a reine 12, 000 | 12, 000 15, 000 
Washington National Airport: Executive travel. .........___- 1,000 1, 000 2, 500 
Dulles International Airport: Executive travel...............- Didi i neta Zetia ee eee 2, 500 

ee 13, 000 | 13,000 | 20, 000 





EXPLANATION 


Travel funds requested for fiscal year 1961 will permit approximately 426 
days of travel status for staff members at the Bureau level, and approximately 
72 days of travel status for staff at each airport. 

At the Bureau level travel will be required in renegotiating major operating 
agreements for Washington National Airport, for negotiation of new contracts 
for operating privileges at Dulles International Airport and also to conduct 
special studies and analyses of such projects as fuel pipeline operations, hotel 
installations, ete. It will afford opportunity to consult with officials of other 
major airports throughout the country and serve as a means of assuring con- 
tractual agreements which best serve the interests of both the Government and 
the public. Funds will also be utilized to represent the Federal Aviation 
Agency and the Bureau at meetings of airport and other related aeronautical 
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organizations, and for attendance by Bureau staff members at industrial and 
military demonstrations of airport fire fighting techniques, maintenance equip- 
ment, and protection equipment and facilities. 


TRAVEL 


Mr. Yates. With respect to the chart that appears on page 1320, 
why is the travel item going up to $20,000 Who does the traveling 

Mr. Burton. This travel is primarily for the purpose of sending 
our people to various places like Wright Field, Pensacola, and to 
manufacturers who run special schools and sending our police to 
narcotic schools and specialized schools they are sometimes interested 
in, as well as providing the necessary factory liaison where some of 
this new and rather specialized equipment is being constructed. I 
think we will have quite a lot of that. We want our mechanics fac- 
tory trained for mobile lounge equipment. It is a much larger piece 
of equipment than a bus, and the mechanics will have to receive 
special training. 

EQUIPMENT 


Mr. Yates. The biggest item under this is equipment. That is 
itemized on page 1335 and shows the various kinds of vehicles you 
will have to purchase. 

Mr. Burton. That is correct. 

Mr. Yates. You have an item here for “25, 1-ton or less.” Are 
these trucks ¢ 

Mr. Burron. These are various vehicles. They are pickup trucks 
and some specialized vehicles. They would include jeeps and main- 
tenance trucks. 

Mr. Yates. What are the off-road vehicles that cost so much 
money ¢ 

Mr. Burton. You get into specialized snow removal equipment. 
Then there are the very high capacity crash trucks we want for jet 
operations and they have been planned with that specifically in mind, 
and other big equipment of that nature. 


RECOVERY OF INVESTMENT 


Mr. Yates. The Government will have invested about $85 million 
in this airport when completed. What portion of this will be re- 
covered for the Government through various charges and concessions? 
Has that been worked out yet ? 

Mr. Burton. We expect to make full recovery over a period of time 
which might be in 40 years, depending upon the depreciation rates 
for the various buildings, structures, and equipment. 

Mr. Quersapa. We are trying to establish and apply good business 
practices to the National Airport and the Dulles International Airport 
wherein we established a capital investment and, based upon the capi- 
tal investment and the operating costs, we intend to apply appreciate 
user charges. Depreciation will be a cost factor, ts, our operating 
costs will be a cost factor, plus interest, and we will conduct it just as 
if it were a business and require the users to pay. 

Mr. Yares. Have you negotiated any agreements with the airlines 
yet ¢ 

Mr. Burron. Not yet. They are scheduled to start in the spring of 
this year. Under the contract we have with the consultant who is de- 
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signing and constructing this airport we presently have underway a 
very specialized study on costing which we need badly to determine 
what the level of charges will be. We have a rate structure essentially 
complete for the National Airport. We will have a firm rate structure 
after we get this costing data for Dulles. We will put the two together 
and arrive at a consistent rate structure for both. 

Mr. Yates. Do you expect the landing fees to be higher than they 
are at Friendship. : 

Mr. Burron. Yes. 

Mr. Yates. Will the jets move over from Friendship to this airport 
if your landing fees are higher ¢ 

Mr. Burron. If our costs at Dulles are just unreasonable there 
would be trouble in this direction. 

Mr. Yares. You donot anticipate that / 

Mr. Burron. If the costs are in the general range that the airlines 
are used to, an extra $25 on a landing fee will not make any difference 
if the passengers are there and want to go from there. They will put 
an airplane there. 

Mr. Osterrac. How do your plans of operation compare with those 
of other localities or airports? Let us take the Port of New York 
Authority and their operations. Would it be on a comparable revenue 
and business basis ? 

Mr. Quesapa. We intend to conduct our operations quite similar to 
those that are adopted by the New York Port Authority, which isa 
straightforward business operation. 

Mr. Osrerrac. Isthe Port Authority making money / 

Mr. Quesapa. Yes; they are. You bet they are. We hope to make 
money on ours eventually. It will initially run a deficit as most other 
businesses do. 

Mr. Jonas. Do you have any provision for payments in lieu of taxes 
to local governments? You have $85 million of property out there. 

Mr. Quesapa. There will be no tax to the State of Virginia. 

Mr. Jonas. The Union Depot here in Washington is the biggest 
taxpayer in the city of Washington, I am told. 

Mr. Qvesapa. It is privately owned. 

Mr. Jonas. But it is one of our transportation systems, and that is 
one of the reasons the railroads are in trouble. 

Mr. Burron. Perhaps I had better add to General Quesada’s an- 
swer. It is Federal property now and, as such, has many freedoms 
from taxation. 

Mr. Jonas. The people that use the transportation at the Union 
Station ultimately pay the taxes. 

Mr. Burton. That is what I was about to go into. We are in the 
process of having discussions with the State of Virginia at this point 
to arrive at an agreement on just how this should work. The State 
automatically cedes certain jurisdictional rights to the Federal Gov- 
ernment when it buys a certain piece of property and operates it for 
a certain eet ae We have certain jurisdictional rights that were 
agreed to at the National Airport. How this will work out at Dulles 


will depend on negotiation with the Governor and the legislative 
representatives of Virginia. 
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Object classification 








rene 
1959 actual | 1960 estimate | 1961 estimate 
SiauGhdsasdpemaerinniengiicamand i specnbiesianenicae-mageiberet iaaneniemedael and on somes 
FEDERAL AVIATION AGENCY 
| 

Total number of permanent positions _ 3 3 6 
Average number of all employees. - - 2 2 5 
Number of employees at end of year-_--_- 1 2 4 
Average GS grade and salary on 110.5 $7,842 |11.5 $8, 289 9.0 $6, 921 
Average salary of ungraded positions___. ; | $5, 637 $5, 949 | $6, 688 
01 Personal services: ite 
Permanent positions___--- 5 : $17, 134 $14, 260 $34, 187 
Other personal services 2, 032 2, 955 | 3, 400 
Total personal services__- 19, 166 17, 215 | 37, 587 
02 Travel . 1, 000 
04 Communication services 200 
06 Printing and reproduction __ . = 2, 500 
07 Other contractual services _- 339, 220 6, 052 113 
08 Supplies and materials ; : ; 1,729 | 2,000 
10 Lands and structures_- | 22 146, 006 | 3, 484, 500 
11 Grants, subsidies, and contributions__-- ; 1, 066 | 935 2, 200 

| —— —- ~ —_ — 
Total, Federal Aviation Agency-.------ oa ‘ 361, 181 170, 202 3, 530, 100 
ALLOCATION TO GENERAL SERVICES ADMINISTRATION is 
06 Printing and reproduction._-_.-...__-- 0 ho iiisd= occas ccc 

7 Other contractual services bask 2 3, 788 
10 Lands and structures_ ee 6, 429 | Je 
Total, General Services Administration.__ : | 10, 249 | 

; | =—= 
I ok aie ; 371, 430 | 170, 202 | 3, 530, 100 











Mr. Yares. Please insert in the record pages 1401 through 1404. 
(The pages referred to follow :) 


Summary of appropriation requirements 


Appropriation, 1960 (regular bill) setisigheatieiabenpirbteoiscuiad (ocho chesqecnbe Wondaimininall 
Base for 1961_____- i er soils na era hee oe ; abl aaeiteauioianen 
Net difference—1961 over 1960: 


| 1961 esti- Difference in- 
Activity | Base for 1961 mate | crease (+-) or 
| decrease (—) 


Provide for pretreatment of airport sewage_| 


tae | $1,311,000 | +$1, 311, 000 
Improve and expand terminal building for | 





public safety and convenience_____ i ae : 888, 000 | +-888, 000 
Major safety improvements to and exten- | 
sions of aircraft use areas_. aie Rah 2, 362, 000 | +2, 362, 000 
Improved vehicular access to the airport 
reservation ; . ediatienacatbdekdoes 250, 000 | +25), 000 
Improvements to aircraft fuel distribution | 
system * : | 134, 000 +134, 000 
Expansion of existing crash/rescue station. és 55, 000 +55, 000 
Gross requirements.........-.-.- | i 5, 000, 000 +-5, 000, 000 $5, 000, 000 
Total estimate of appropriation, 1961....................-.....-- : ee 5, 000, 000 


GENERAL JUSTIFICATION 


While many basic deficiencies in air transportation facilities in the Wash- 
ington area will be solved when the Dulles International Airport becomes oper- 
ational, a number of critical problems will still be encountered at the Washing- 
ton National Airport. Existing operations at Washington National Airport 
have been studied with attention given to modernizing the terminal to eliminate 
hazardous operations, to relieve overcrowding, speed up handling of baggage 
and undertake other improvements required to make this facility efficient. Ade- 
quate facilities must be provided for the safe and efficient handling of some 6 
million passengers annually, 25 percent more than were accommodated during 


| 
' 
' 
| 
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fiscal year 1959. Large numbers of the new turbo-prop aircraft and high pas- 
senger-density piston driven aircraft, utilized in commuter type service, will op- 
erate out of National Airport. The prompt accomplishment of major improve- 
ments is necessary to provide the degree of safe, efficient service and public 
convenience expected at an airport serving the Nation’s Capital. 

Washington National Airport has been overtaxed in almost every aspect for 
some time. This fact was noted by the Appropriations Committees of both 
House of Congress in 1958 when they requested a special report on required 
improvements at Washington National Airport. To insure the development of 
an integrated airport construction program, balancing the needs of the Wash- 
ington area with the potential capabilities of both National and Dulles Airports, 
the Federal Aviation Agency utilized the services of the same consulting firm 
that is doing the design and engineering work for Dulles International Airport 
to survey and advise on the present and future needs of Washington National 
Airport. The initial consultants’ report recommending projects which should 
be undertaken promptly was submitted to Congress in March of 1959. The final 
report of this survey has been used as the basis for the estimates contained in 
this request. 

This 1961 estimate is limited to those projects recommended in the consulting 
engineers’ report, which we consider to be of the highest urgency in relieving the 
already hazardous and congested conditions being encountered at the Washing- 
ton National Airport. The expenditures proposed by this request will become a 
portion of the airport’s capital investment and, as such, will be recovered through 
a rate structure designed to return fully the initial construction costs, annual 
operating and maintenance costs, a realistic rate of interest on invested funds 
and a reasonable return on the Government’s investment. 

The total estimate for 1961 amounts to $5 million. 
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Summary of project requirements by activity 


Project Amount 
1. Provide for pretreatment of airport sewage______---_-_---__--_-_ $1, 311, 000 
—————__: 
2. Improve and expand terminal building for public safety and 
convenience : 


(a) Provide required safety, protection, and comfort for the 

public by enclosing, heating, and otherwise improving 

all exposed passenger concourses and the south finger 

UTE 6 ntti htt rep gripe me sneer nriteres 423, 600 
(b) Enlarge, renovate, and equip the terminal’s main baggage 

room to eliminate serious delays suffered by deplaned 

passengers attempting to claim their baggage, by im- 

proving facilities to a par with those of the north and 

I a she memiasine a 365, 900 
(c) Increase passenger waiting space in the main lobby to 

relieve congestion during peak hours by leveling the 





floor and relocating ticketing facilities_.._.u._.....-___ 62, 500 

(@) Provide additional, and improve existing, lavatories for 
a coms emein 36, 000 
I ae 888, 000 








3. Major safety improvements to and extensions of aircraft use 
areas on the aerodrome: 

(a) Expedite movement and increase safety of aircraft and 
vehicular traffic in front of terminal areas by extend- 

ing and improving existing aprons__......_._._..______ 964, 400 
(b) Provide necessary protection for persons and property 
by constructing wind blast fences at specific points in 
the aircraft repair areas and at runup aprons adjacent 

to the Mount Vernon Memorial Highway______---~-_ 61, 200 
(c) Provide additional and improve existing taxiway areas 
to alleviate hazards and delays in aircraft movements 

between aprons and runways_--_-.-_----------____-_ 579, 800 
(d@) Extend the primary instrument runway (north-south) 
by 700 feet to provide a greater degree of safety for 


excemsive aircrai. operatiens............................ 717, 000 

(e) Provide additional aircraft parking area to accommodate 
the increased demand for this type of space____---__-_ 39, 600 
2, 362, 000 
4. Improved vehicular access to the airport reservation__________~- 250, 000 
5. Improvements to aircraft fuel distribution system_......-_---- 134, 000 
6. Expansion of existing crash/rescue station____.________- sa 55, 000 
Total, Construction, National Capital airports_____- sinbiee conti 5, 000, 000 


WASHINGTON NATIONAL AIRPORT CONSTRUCTION 


Mr. Yates. You are engaged in a program of construction at the 
airport. What are you doing out there? 

Mr. Burron. Are you speaking of the $5 million we request? 

Mr. Yares. Yes. You are now spending money out there. There 
is a tremendous construction program going on out there that I wit- 
nessed. 

Mr. Burton. At National Airport ? 

Mr. Yares. Yes. I witness it every time I go to and from the air- 
port. What are you doing out there? 

Mr. Burton. This is from money we have received in past years. 
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RUNWAYS 


Mr. Yates. Are you extending the runways? 

Mr. Burton. No, sir. We squared off the ends of the runways and 
achieved about a hundred feet of additional length technically because 
they were rounded ends, but we did not extend the length of them. 
This is from past money. 

Mr. Yates. Is that a difficulty because of the length of the runways? 

Mr. Burton. No, sir. One of the projects proposed here is to ex- 
tend the runway by 700 feet. 

Mr. Yates. Go into your proposal, please. 

Mr. Burron. In 1958 the Appropriations Committee instructed us 
to make a study of the deficiencies at National Airport, pointing out 
that it was to continue in operation and to report the results to this 
committee. The Senate committee later concurred with your request 
and last year we submitted this report to you. Since that time we 
have phased it out and planned it out into this $5 million proposal for 
1961. Primarily, the work involved here is strictly in the area of 
increasing the safety to the passengers, the safety of the operations at 
National Airport. 


PROJECT TO ENCLOSE CONCOURSES 


One proposal, I think you will recall from having flown there, is to 
completely enclose all of the open concourses that extend around here 
[indicating on chart]. There is nothing but a wire fence now that 
protects you or the other passengers from, well, a big gasoline truck 
whose brakes fail, and this has happened, or an aircraft whose brakes 
might fail and crashes in there, and this has happened there recently. 
We propose to enclose open concourses with a concrete type structure 
such as is at the new north terminal, with which you are probably 
familiar, so that the greatest protection to the passengers can be had 
from the aircraft and the bigger aircraft we have now with their blast 
and heat and the sandstorms that they create. 


WIDENING OF RAMP AREA 


In addition to that, we are proposing to widen the entire ramp 
area where this blue area shows. This passing area here is not large 
enough now, except for one airplane. In fact, it is not adequate at 
either end. We have had collisions. We have had a loaded aircraft 
run into a truck. I have pictures of all of these here if you would 
like for me to pass them around, This will make possible a much 
greater degree of safety and freedom of movement throughout the 
entire ramp area at the airport, where now as you well know, quite 
a bit of congestion exists. 

It provides for the construction of this bypass taxiway here. I 
know that many of you have sat in airplanes when they were lined 
up along this ramp and you were probably all the way back here. 
Even aircraft coming out of these hangars to the gates are blocked 
when a line of traffic gets that long because there is no bypass. With 
this bypass taxiway we can get planes out from several sources. 
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Airplanes coming from here can feed over this way and down. Air- 
planes from this area can feed into here and down. 

Mr. Yates. They won’t get into the air any faster, though, will 
they ? 

Mr. Burton. I think they will, quite a bit faster. 

Mr. Yates. If they are all lined up, waiting to take off, what dif- 
ference does it make where you disperse them ? 

Mr. Burron. This happens when the airplanes get obstructed, 
They get stuck for a long time. Maybe this one has to get out of 
line and go back for fuel again. He may have to have his fuel topped 
off and you may be on that airplane. 

General Quesapa. It permits the airplane sixth in line to take off 
ahead of those that are five ahead of him, whereas otherwise he 
couldn’t. 

Mr. Burton. When aircraft are lined up on the ramp area we have 
a complete blockage and tieup of the line altogether. 

Mr. Jonas. Which runway do you plan to extend 700 feet? 

Mr. Burton. This with the blue is the primary instrument runway, 
We were able to get a little extra footage by squaring that off with 
prior money so that technically the full runway length now is 6,870 
feet, instead of 6,740 feet. We propose to extend where we already 
have hard fill ground there that we can extend it on. This will cause 
us to relocate the approach lights and the instrument landing system 
and some other things of that nature, but in essence, it will be much 
safer. It will add measurably to the safety of the many aircraft 
using that instrument runway. 

Mr. Yates. How long will the runway be with the addition ? 

Mr. Burton. Roughly 7,500 feet. 

Mr. Yates. You still won’t be able to accommodate a pure jet? 

Mr. Burton. Depending on the size and weight. Of course, for 
the future they are developing a family of lighter short-haul jets that 
one day will be on the scene, maybe to the complete extinction of the 
piston airplanes. 

EXTENSION OF RUNWAYS 


Mr. Yares. Can you not extend the north-south runways to the 
left? I know that is the Potomac River, but isn’t it possible to fill 
that in ? 

Mr. Burton. You probably noticed the Park Department has been 
filling this up with dirt for quite some time and they are about over 
here. We never proposed to them that we take that land and use it. 
We do have a problem extending this way in that we are going right 
straight in toward the 14th Street Bridge and the obstructions that 
lie out in that area, 

If we extended, I am not sure how it would work out, but if we 
went to a longer runway, we would probably try to go this way—to the 
south. 

Mr. Osterraa. Is this the river here ? 

Mr. Berron. This is the river—a yacht basin in the inlet. 


Mr. Yates. The runway in Hong Kong extends out into the sea. 


Why can’t you do this here? 
Mr. Qursapa. How deep is the water at the extremities ? 
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Mr. Burron. At this end it is deep. At this end it is not so deep. 
Here we would have to move the channel some, the channel into our 
fuel dock coming out that way, but this would probably be the most 
practical from an engineering viewpoint in the long run. We haven't 
proposed that or gone into it in great detail at this time. 

Mr. Yates. You don’t know what the cost would be ? 

Mr. Burron. No, sir; but it would be a lot more expensive than 
doing the extension we are requesting here. 


FUEL PIPELINE SYSTEM 


Mr. Yates. What about the remainder of your project ? 

Mr. Burton. The requested projects include a small amount, rela- 
tively, of $134,000 to extend our fuel pipeline system around to these 
concrete pads which you have seen under construction and recently 
finished. The filled fuel trucks cannot only stay on the pads, but 
with the pipeline they can also be filled on the pads and reduce their 
activity on the ramp quite considerably. This is the type of thing 
that when we put it in we enter into a direct amortizing agreement 
with the airlines and they amortize it right on out. This is true of 
the entire fuel system. We haven’t said anything in the papers about 
it yet, but National very sharply moved into the position of being 
second busiest in the Nation, and most likely in the world, in terms 
of scheduled operations, at the end of the year. In calendar year 1959 
it handled for the first time more than 5 million passengers. In this 
month of January which we have been watching closely due to the 
accident publicity, it turns out we handled 375,000 passengers or 
almost at the going rate of 5 million passengers per year. It was 
the highest total for January we have ever had in the number of 
passengers. 

Mr. Boranp. What will be the effect of Dulles on this passenger 
load ? 

Mr. Burton. Dulles is being built for longer type operations. 
National is expected to handle the commuter type. 

Mr. Quesapa. It should reduce it. 

Mr. Burton. It should reduce it by about 30 percent initially and 
then National will climb right back up to 6 million and we expect 
traffic wil! stay at that level because the facilities just aren’t there 
for any more people than that and Dulles traffic will climb right on 
by National. In 1965 Dulles will have about 4 million passengers 
and then it will climb right on by National and ultimately double it. 

Mr. Yates. What about the other two projects that you have under 
consideration ¢ 

SEWAGE SYSTEM 


Mr. Burton. We have a sewage system project. This is the National 
Airport sewerage problem. For all these years Arlington County 
has handled our sewage waste for us and our business has gotten 
so big out there and we have so much toxic waste that they refused 
to continue to do it unless we do something about building a pretreat- 
ment plant and turning the sewage over to them in a better form. 
Today, instead of under contract, which we used to have with them, 
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we operate on a month-to-month basis with the full knowledge that 
they will turn us off any time the wastes get too toxic for their system, 

Mr. Yates. Do you have other waste than human wastes there? 

Mr. Burton. We certainly do. We have, of course, the gasoline, 
oils, greases, detergents, phenols, and things of that nature in great 
quantity with the tremendous numbers of aircraft and the work bein 
done on them. Capital Airlines is based at the airport and has ¢om- 
plete basing facilities in just about half of the hangars on the south- 
side. Among other things, they were producing one type of waste that 
requires separate treatment. We had the engineers go into this prob- 
lem thoroughly. We have arranged with Capital that they treat their 
own waste. They have already contracted to build a plating waste 
treating plant. We have $1.3 million in here to replace some of the 
sewer lines, make new connections and put a free treatment plant here 
which will be satisfactory to Arlington County. 

Mr. Yates. In a situation like that, do you require Capital to share 
a portion of the costs that are attributable ? 

Mr. Burron. Capital is paying 100 pecent of the costs for a treat- 
ment plant for their plating wastes, about $500,000 worth of plant, 
I don’t know how it bid out but it was it was estimated in that area, 
The balance of it can go in direct sewerage or water charges to the 
tenants or be capitalized in the ramps area and be added to rate 
schedules. We will bring it all back in. 

Mr. Yates. You are going to recover that / 
Mr. Burton. Yes, sir. 
BAGGAGE PROJECT 


Mr. Yates. What is the remaining project that you have? 

Mr. Burton. Your instructions to us call attention to the horrible 
baggage situation at the airport. We have been able to modernize and 
fix up the baggage rooms at the north and south end but the main bag- 
gage room at the airport is horrible. There is no other word for it. It 
was built to handle a not very full DC-3. It has two antiquated ele- 
vators that won’t take a DC-—3’s baggage. 

Mr. Tuomas. We know that. What are you doing about it ? 

Mr. Burton. We have requested money to more than double it in 
size by using space that we have available right in that area and install 
automatic devices to get the baggage up. 

Mr. Yates. At what cost ? 

Mr. Burton. The cost on that project is—— 

Mr. Pyte. $365,900. 

Mr. Yates. Will this take care of the difficulty / 

Mr. Burron. Yes, sir. This will provide us a very good facility. 


DULLES INTERNATIONAL AIRPORT 


Mr. Yates. Tell us about Dulles International Airport now. 

Mr. Tierets. Thank you, Mr. Chairman. 

You will recall that in 1958 the Congress appropriated $84,970,000 
for the construction of the Dulles International Airport near Chan- 
tilly, Va. On September 2 of that year, 714 months after this authori- 
zation, we were able to actually begin construction on this project and 
to date we have made substantial progress. There are some 9,800 
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acres of land that have been acquired and the necessary land for the 
airport proper has been cleared and we have actually constructed the 
two north-south runways and the two north-south taxiways. 

Work on one east-west runway, which is also funded, has just begun, 
one 25-foot-wide strip for the full length of that one is completed. 

Mr. Yates. How long is the north-south runway ? 

Mr. Tirrets. 11,500 feet. Beyond that we have a number of very 
big projects that are now just in the contract-letting stage. If you 
have a moment, I would like to tell you how we have allocated the 
funds to give you some idea of where we stand. 

In the land acquisition, including the highway, which is some 17 
miles running from the airport to Highway 66, we have allocated $9.8 
million; clearing and grubbing of land, $531,000; grading, $5,600,000 ; 
drainage, $3.5 million; turfing and perimeter planning, $617,000. 

Incidentally you will be quite interested in that. In cooperation 
with Virginia forestry groups we are leaving a green belt area around 
the airport to help subdue the sound as well as protect the general 
area from encroachment. 

General Qursapa. The State of Virginia is furnishing us how many 
seedlings ? 

Mr. Trprets. 800,000 or 900,000. 

General Quesapa. The foliage on the trees is very fine for noise 
abatement. 

Mr. Yates. What is the total amount that the Congress has voted 
for this project? 

Mr. Tirrets. $84.9 million. 

Mr. Yates. Was not there an extra appropriation of some $20 
million ? 

Mr. Trerers. That is in the total. 

Mr. Yates. Do you think that you will be able to complete the en- 
tire project with that sum of money ? 

Mr. Trprers. We will have an operating airport by July 1, 1961. 
Everything is gaged in that direction. Paving, buildings, access 
roads, everything 1s directed that way; and we will have an operating 
airport by July 1, 1961. 

Mr. Yates. What about the question of sewage disposal ? 

Mr. Tirvers. Mr. Dean will speak to that. 

Mr. Dean. The present budget contains $750,000 for a treatment 
plant which was originally contemplated when the airport plans were 
first presented to the Congress. As you know, the President, after 
acting on last year’s appropriation, instructed the FAA to make a 
further study of this matter and not proceed to build a treatment 
lant. We have been engaged since that time in preparing a study. 

fe have been held up longer than we would like by efforts to get 
views and solid proposals and ideas from the northern Virginia 
communities. We have now reached the point where we think within 
a matter of a very few days Mr. Quesada will be able to transmit the 
report and recommendations to the President. It goes without saying 
any solution approved by the President which involves more than a 
treatment plant will require additional funds, and I assume appro- 
priate requests will be forthcoming at that time. 

Mr. Tuomas. When is your best guess that you will get this into 
operation ? 
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Mr. Trerets. July 1, 1961. 

Mr. Tuomas. Do you think you will be ready then? 

Mr. Tippets. Yes, sir. 

Mr. Tuomas. It is about 15 months off ? 

Mr. Trrrets. Yes, sir. 

Mr. Tuomas. Everybody is tired. We will adjourn until 10:30 
tomorrow. 


Frivay, Fesrvary 5, 1960, 
Mr. Tuomas. The committee will come to order. 
Mr. Boland? 


EXPENSES 


Bureau or Fruiecut STANDARDS 


Mr. Botann. We turn this morning to one of the remaining large 
bureaus in the Agency, and that is the Bureau of Flight Standards, 
which appears to be getting more publicity than the other bureaus, at 
least over the past few months. 


JUSTIFICATION DATA 


We will turn to page 153 of the justifications where we have a break- 
down of the budget for that Bureau, and we will insert page 153 in 
the record at this point. 

(The page follows:) 


Requiremenis 





























1960 | 1961 Difference 
. . | . | . i 
Posi- | Appropria-| Base for Posi- | Appropria-| Posi- Amount 
tions tions | 1961 tions tions tions 
— cogil icindeenewiilh Silipos aint 
| j j 

Engineering and manuiac- | 
fa ol Sat ED 461 | $4, 282,500 | $4, 672,300 | 509 | $4, 958, 000 +48 | -+$285,700 
Operations and maintenance_| 1,307 | 12,262,700 | 13,339,100 | 1,601 | 14,965,000 +294 | +1, 625, 900 

Flight inspection, procedures, | 
and logistics _ - - ; 985 | 10, 612, 800 11, 523,700 | 1,202 | 14,490,100 | +217 | +2, 966, 400 
Physical fitness of airmen__-- 115 | 1,119,300} 1,180,000} 222] 2,472,500 | +107 | +1, 292, 500 
Centralized training program - 100 | 2, 543, 000 | 2,746, 700 124 | 3,803, 900 | +24 | +1, 057,200 
Safety regulations_- — 25 | 233, 600 247, 900 25 | 250, 700 | oa 2, 300 
Examination and records - - --| 112 632, 700 719, 200 112 | 723, 400 aa +4, 200 
Direction and evaluation._- -- | 51 | 646,000 | —_ 710, 300 | 51 931, 900 |_. +-221, 600 
Staff and supporting Services-| 429 | 3,490,300 | 3,739, 800 | 513 4, 381, 500 +54 +641, 700 
Subtotal_..............| 3,585 } 35,822,900 | 38,879,000 | 4,359 | 46,977,000 | +774 | +8, 098,000 
Program savings, 1960........|.....- . 71, 100 | pe sna o<onae 
ates oc in<cpecinn tla 3, 585 | 35, 894, 000 38, 879,000 | 4,359 | 46,977, 000 +774 | +-8, 098, 000 








PERSON NEL 


Mr. Botanp. This table indicates that the requested personnel for 
1961 is 4,359 bodies, an increase of 774 over fiscal year 1960. 

The total amount requested for 1961 is $46,977,000 as compared to 
$38,879,000 for 1960, an increase of $8,098,000. 

We shall insert at this point in the record the narrative on pages 
154 through 158. 

(The pages follow :) 
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GENERAL JUSTIFICATION 


The most important objective of this program area is to assure the highest 
practicable degree of public safety in aviation. The scope of this mission 
includes: the development and promulgation of improved safety standards and 
related civil air regulations (other than those involving the control of air 
traffic) ; the modernization and constant revision of such standards as required 
by advancements in aviation; the preparation of related examinations and 
tests for various levels of pilots, mechanics, flight engineers, navigators, flight 
instructors, and ground instructors; the actual examination and testing of ap- 
plicants for certificates covering airman, aircraft, air carrier operating repair 
stations, training schools, and for manufacturer type and production certificates ; 
the issuance of such certificates and subsequent amendment or cancellation, 
as required; the registration of aircraft, including the recordation of convey- 
ances; the recordation of airmen files and history; inspection and surveillance 
for enforcement of safety standards, rules, and regulations which, in turn, 
requires the investigation and processing of violation reports and, not in- 
frequently, the emergency suspension of certificates for cause; the flight in- 
spection of common-system aids to air navigation and the development of flight 
procedures governing use of such facilities by U.S. civil and military aviation. 
These safety responsibilities are worldwide in scope, wherever U.S. aviation 
operations or interests may be found. 

In recent years and within available resources, major effort has been de- 
voted to preparing for the jet age. This included the initial type certification 
of the first of the turbopowered prototypes and training of our flight test per- 
sonnel and inspectors who issue approvals for operational certification of these 
aircraft, related facilities, and airmen in air carrier operations. Today, we 
are well into the operating phase of the jet age. Previous estimates of com- 
plex problems, workloads, and manpower demands have proven in reality to 
have been conservative in the light of today’s operations. We have found the 
jet aircraft to be more complex and even less forgiving of the slightest error 
in its manufacture, in its maintenance, in preflight planning, and in its air- 
borne operation, than originally anticipated. Our standards have, and must 
continue to be, tightened; closer surveillance must be maintained; more fre- 
quent inspections must be accomplished; and more of our personnel must be 
trained and maintain an even higher level of technical proficiency than ever be- 
fore. We are forced to an ever-increasing degree of specialization due to the 
many types and complexities of turbine-powered aircraft being brought into 
operation in such a short period. In fiscal year 1959, there were five types 
of turbopowered aircraft in scheduled operation in the air earrier fleet; in fiscal 
year 1960, there will be nine types in operation; and, in fiscal year 1961, there 
will be at least 12 different types of turbopowered aircraft in the airline fleet, 
each with its individual characteristics and problems. 

The responsibility of the Federal Government to the public in the area of 
safety can best be illustrated by pointing out that some modern jet aircraft 
carry 170 persons and are valued in excess of $5 million each. To fulfill the 
responsibility of the Federal Government to the public in the area of air safety 
will require the capacity to intensify past efforts in all activities so as to meet 
the challenge posed by the constant growth of all segments of aviation. The 
expanding economy, increases and shifts in population, public approval of the 
new turbopowered aircraft for fast intercontinental and intracontinental trans- 
portation, a growing acceptance of aircraft for business, agriculture, and com- 
mercial use and the additional emphasis being placed on aviation curriculums 
in the schools have all provided the stimulus for a continuing growth of the 
aviation industry. 


ENGINEERING AND MANUFACTURING 


In the areas of aircraft manufacturing, there were, at the beginning of fiscal 
year 1960, 103 applications for type certificates, both foreign and domestic, as 
compared to 86 a year ago. This represents an increase of almost 20 percent 
and includes 34 different types aircraft in the large transport category, such as 
turbojet and turboprop; 51 aircraft in the nontransport category ; and 18 rotary 
wing aircraft. Firm orders which have been placed with U.S. manufacturers 
for aircraft, engines, and propellers are valued at well over $3 billion. Com- 
pared to $214 billion a year ago this, also, represents an increase of 20 percent. 
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Dollarwise, this backlog of orders is the largest ever experienced in the history 
of civil aviation. 

It is anticipated that this trend will continue as evidenced by the significant 
number of existing applications for certification of new types of products, as wel} 
as applications on file for type certification of improved versions of existing air. 
craft, engines, and propellers. In addition, the increasing trend on the part of 
the U.S. public (owners, operators, and air carriers) to purchase foreign 
manufactured aircraft and equipment is expected to continue. This is eyij- 
denced by the fact that there are on file applications for type certification of 
38 foreign aircraft, 12 foreign engines, and 11 foreign propellers. 


ATR CARRIER OPERATIONS 


In the area of air carrier operations there is an ever upward trend in pas- 
senger carrying volume. Since 1957 the industry has accounted for more inter. 
city passenger miles than either the railroads or busses, reaching a new high 
of 50.8 million passengers handled by domestic scheduled air carriers in fiscal] 
year 1959. A further 12-percent increase in volume has been forecast for fiscal 
year 1960 and an additional 7-percent expansion is expected in fiscal year 1961, 

One of the most significant developments in air transport during the next § 
years will be the continuing transition to predominantly turbine-powered air. 
craft operations by U.S. air carriers. Duing fiscal years 1960 and 1961, turbe 
jet and turboprop aircraft will become the backbone, in terms of traffic carried, 
of the industry’s aircraft fleet. Quantity deliveries of the new aircraft began 
in fiscal year 1959 and will reach a peak in fiscal year 1961, when 516 are 
scheduled to be in operation. By the end of fiscal year 1962, all of the domestic 
trunklines, the larger U.S. international carriers, and most of the local service, 
and Alaskan and Hawaiian carriers will have the new types in operation. It 
appears likely that during fiscal year 1963, over 75 percent of the U.S. air 
transport industry’s revenue-passenger miles will be flown in such aircraft. The 
large-scale reequipment program now underway will result in important opera- 
tional and maintenance changes in the U.S. air carriers’ fleet. 

As the turbopowered fleet of the scheduled airlines grows, some of the modern 
propeller-driven aircraft will become surplus to their needs. Many of these air- 
eraft will be added to the fleets of the irregular air carriers and commercial 
operators, replacing older types such as the DC-3 and C46. This transition 
will require reexamination and issuance of new certificate type ratings for pilots 
and flight engineers who will fiy these larger aircraft, adding further to the 
constantly expanding workload of the inspectors employed by this Agency. 
In addition, the manpower capacity for more comprehensive inspections and 
training programs must be provided to assure the continued safe operation of 
these aircraft. The complexity and newness of these aircraft to the irregular 
operators represents a forward step for these air carriers which can be com- 
pared to the transition of the scheduled airlines from these same propeller- 
driven aircraft to the jet. 

GENERAL AVIATION 


In the general aviation activity, which encompasses agricultural, business, 
commercial, and pleasure flying, the forecast is for a eontinuing steady growth 
rate in fiscal year 1961. An indication of this trend in general aviation is re 
flected in the annual increase in flight hours from an estimated 12 million in 
fiscal year 1959 to 13.4 million in fiscal year 1961, and a total of 16 million flight 
hours is forecast for fiscal year 1965. The 1954-59 period was characterized 
by a general upgrading of the general aviation fleet. Turbopowered aircraft 
either delivered or now on order by general aviation interests total 130. While 
the number of small single-engine planes of 3-place capacity or less has re 
mained relatively unchanged at approximately 36,000, the number of multi- 
engine aircraft rose from 2,399 to 5,416 or by 126 percent. During the same 
period, the number of larger single-engine models with 4 places and over rose 
from 15,054 to 26,170 or by 74 percent. The helicopter fleet, although still small 
in number, has also been increasing rapidly; as of January 1, 1959, there were 
459 general aviation helicopters as against 370 a year earlier. 

The number of certificated pilots in all categories is forecast to increase by 3.7 
percent in fiscal year 1961. The increased number of pilots securing advanced 
ratings continues at a high rate with airline transport ratings alone forecast to 
exceed 1,000 in fiscal year 1961, as opposed to the 697 forecast for issuance in 
fiscal year 1960. 
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The total 1961 estimate for the flight standards activity is $46,977,000 of which 
$38,879,000 is the estimated 1961 base cost for continuing the present level of op- 
erations. This base requirement reflects net annual program costs which provide 
full-year financing of authorized positions and other expenses carried on a part- 
year basis in fiscal year 1960, and takes into account an offset for nonrecurring 
eosts. To maintain pace with industry advancement and assure a continued high 
degree of safety in aviation will require an additional $8,098,000 above the con- 
tinuing annual level to cope with workload in the following principal areas: 

1. Increased workload related to type, production, and original airworthi- 
ness certification. 

2. Operational problems resulting from the large-scale transition from 
piston-engine to jet-powered aircraft. 

3. Strengthening and modernizing our programs related to maintenance 
activities of air carriers and general operators. 

4, A stepped-up program of enforcement and surveillance in all activity 
areas. 

5. Flight inspection of new air navigation facilities ; development and revi- 
sion of flight operations procedures ; and increased emphasis on high altitude 
flight inspection activity. 

There follows a discussion of the major activities conducted under this head- 
ing and justification of the additional requirements for fiscal year 1961. The cost 
factors discussed under each program area cover salaries, travel, communica- 
tions, rental, contract services, supplies, equipment, and other applicable ex- 
penses. The estimate also includes a new 1961 requirement for the Govern- 
ment’s contribution to the employee health insurance program effective July 1, 
1960. The total estimated cost of this item under the flight standards activity is 
$168,000 based on an average annual contribution of $50 per employee. The pro- 
portionate amount applicable to each program area is included in the increased 
eosts for which funds are requested. 

The limitation in the 1960 expenses appropriation on the amount available 
for travel will require a sharp reduction in the amount of travel which experience 
has indicated is necessary for the proper functioning of the Agency. In order to 
keep expenditures within the limitation it will be necessary to restrict the 
amounts available for travel expenses for supervision and inspection of field op- 
erations by regional and Washington headquarters officials. This travel is con- 
sidered necessary in carrying out responsibilities of program direction, assuring 
compliance with Agency technical and administrative procedures and instruc- 
tions, and keeping headquarters personnel adequately appraised of operational 
conditions at the field district office level and of the adequacy of services being 
furnished to the public. It is proposed to correct the deficiencies in travel for 
these purposes in 1961 by restoring the amount of the reduction made necessary 
by the 1960 limitation. The total amount of restoration requested under the 
flight standards activity is $154,000 and a proportionate share of this amount ap- 
plicable to each program area is included in the increased costs for which funds 
are requested. 


Mr. Botanp. Some of the narrative here is rather worthy of note. 
You say: 

The most important objective of this program area is to assure the highest 
practicable degree of public safety in aviation. 

That, of course, is a worthy objective and I suppose it is the great- 
est responsibility of this Agency. 


SCOPE OF PROGRAM 


As I see it, the scope of this mission includes about 12 activities, 
all listed in this narrative here: 


the development and promulgation of improved safety standards and related 
Civil Air Regulations (other than those involving the control of air traffic) ; 
the modernization and constant revision of such standards as required by ad- 
vancements in aviation; the preparation of related examinations and tests for 
various levels of pilots, mechanics, flight engineers, navigators, flight instruc- 
tors, and ground instructors; the actual examination and testing of applicants 
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for certificates covering airman, aircraft, air carrier operating repair Stations, 
training schools, and for manufacturer type and production certificates; the 
issuance of such certificates and subsequent amendment or cancellation, ag re 
quired; the registration of aircraft, including the recordation of conveyances; 
the recordation of airmen files and history; inspection and surveillance for ep. 
forcement of safety standards, rules, and regulations which, in turn, requires 
the investigation and processing of violation reports and, not infrequently, the 
emergency suspension of certificates for cause— 

By the way, has this occurred at any time during the past fiscal year, 
the emergency suspension of certificates for cause ? 

Mr. Purnam. I believe there was one of an airplane pilot at Kansas 
City for refusing a traffic control clearance. 

Mr. Bouanp. is it correct that while you do not investigate accidents 
such as the CAB does, you do not move into their responsibility unless 
they call you in to do it, you do exercise some procedures, do some- 
thing if it needs to be done? 

Mr. Purnam. Yes, sir, that is true. 


FAA ROLE IN ACCIDENT INVESTIGATION 


Mr. Qursapa. I think we ought to elaborate on that. 

The investigative role that we play in the event of an accident is 
not to determine the probable cause, as does the CAB, but we have to 
investigate accidents to assure that our procedures were not in error, 
because if they are in error we must correct them; to assure that our 
certification process was a legitimate one, because in those cases where 
we have made errors we must correct them; and we must be sure that 
the flight was conducted under prescribed rules, because in those 
cases where it was not it might call for corrective or enforcement 
action. 

That is basically the area where we participate in accident investiga- 
tions, primarily to pursue our own role, and we do it with the CAB 
when it is necessary, which it often is. We do it collectively so that 
we will not be working against each other but for and with each other, 

Mr. Ostertac. Will the gentleman yield? 

Mr. Bouanp. Yes. 

Mr. Osterrac. At this point it might be well to have a better clarifi- 
cation of the relationship between your investigations and those of 
the CAB. As I recall it, the CAB testified before the committee that 
they investigate only fatal accidents and that your Agency receives 
a referral of many, many other accidents which you investigate as an 
Agency. 

Mr. Quesapa. I can straighten that out quite easily, I think. 

The CAB has delegated to us 

Mr. Tuomas. Start with the law, General. Tell them what the law 
says. 

Mr. Quesapa. The law says the CAB is responsible for investigat- 
ing accidents to determine probable cause. It also permits them to 
request us to conduct investigations, and they have done so in certain 
areas. 

Now, I will tell what they have requested of us. 

They have asked us to investigate all accidents involving aircraft 
the weight of which is below 12,500 pounds. 

Now, if an accident involving an airplane weighing less than 12,500 
pounds results in a fatality, then they investigate it. Any ace ident 
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involving aircraft weighing above 12,500 pounds they investigate 
whether it involves a fatality or not. 

Mr. Prux. There is one other point. In the event of an accident 
involving an aircraft weighing below 12,500 pounds, there may be 

uliar circumstances in which we then request the Board to in- 
vestigate the accident. For example, one of our people might be in- 
volved and in order that there would be no possibility of a whitewash, 
we would step in and ask them to investigate the accident. 

Mr. Quesapa. You may be interested in knowing what has created 
this philosophy. 

You must know that the vast majority of accidents are accidents 
of the smaller type aircraft. There are about 1,800 aircraft in the 
commercial fleet, and that is the airline fleet that carries passengers 
forhire. There are about 70,000 aircraft in the private fleet. The vast 
majority of these 70,000 are less than 12,500 pounds, I would esti- 
mate 90 percent of them. So this being the case, it is clear that the 
vast majority of accidents involve small planes and involve such 
relatively minor things as breaking a wing tip and things of that 
kind, and since we have more people in the field who are right on the 
spot, they ask us to do this for them. 

Mr. Osrertaa. Is it primarily the responsibility of the CAB to in- 
vestigate these accidents ? 

Mr. Quesapa. It is their responsibility. 

Mr. Ostrertac. You have no authority of investigation, then, other 
than as granted to you by the CAB? 

Mr. Quesapa. To determine probable cause we have no authority. 
We can, and often do, perform the investigative function at their re- 
quest. We also have not only authority but responsibility for investi- 
gating accidents as they relate to our responsibilty under the law. 

Mr. Osrerrag. As they relate to the law and the adherence to your 
rules? 

Mr. Qursapa. Adherence to the rules and whether the airplane was 
in fact certificated, whether they had changed the configuration of the 
airplane without authority, and things like that. That is our author- 
ity. But the CAB has requested us to conduct the investigation of 
any accident involving an aircraft weighing below 12,500 pounds ex- 
cept where it involves a fatality. If we could conceivably be a part 
of the accident, we ask that the CAB conduct the investigation. 

Mr. Bonanp. In this narrative I find one statement that is notable: 


COMPLEXITY OF JET AIRCRAFT 


We have found the jet aircraft to be more complex and even less forgiving 
of the slightest error in its manufacture, in its maintenance, in preflight planning 
and in its airborne operation, than originally anticipated. 

This comes as rather a surprise to me, at least, because in all the 
announcements with reference to the jet age I understood the jet air- 
craft that was coming into operation was less complicated, safer, and 
easier to fly. 

Mr. Quesapa. I must say a lot of us had that opinion, but it has 
turned out to be quite different. The airplane, as you know, is very, 
very fast. Its inherent aerodynamic qualities are such that it requires 
a highly developed technique to manage it to a maximum safety 
standard. 
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Might I just suggest one area, the process of landing. In the prog: 
ess of landing you ‘have to flare at almost exactly the right time. Tf 
you flare too ‘late you fly into the ground. If you flare too early you 
are airborne. It creates a very difficult situation. 

Take this situation that exists: The airplane is on the ground and 
flat. The first thing that must be done is it must be accelerated, 
While it is static it behaves like any other mass, it will just fall. As 
it is accelerated it increasingly becomes responsive to aerodynamics, 
to the flow of air over the wings, and it is responsive to control. 

As an example, should you rotate this airplane around its pitch axis 
sooner than it should be rotated, the airplane will never take off, 
There is nothing on this earth that will make that airplane take off 
because the drag, once it is rotated in this manner, is such that it will 
not accelerate. It has to be rotated within about 10 knots, and thig ig 
all figured out before you get into the airplane. 

Mr. Yates. When you say “rotate” you mean turn it away from the 
earth? 

Mr. Qursapa. Yes; to depart from the runway. 

Furthermore, if you do not rotate soon after you have adequate 
speed, and you remain on the ground and rotate |: iter. you have created 
a condition that in the event of engine failure you cannot clear certain 
obstacles that otherwise have been permitted to exist. I have to tell 
you it is a very complex airplane. 

Mr. Yares. Is this unique to the jet in contrast to piston aircraft? 

Mr. Quesapa. Yes; it is unique to the jet. 

Mr. Yates. Is this also true of the turbojet ? 

Mr. Quesapa. To a lesser extent. Historically, as the airplane has 
become more sophisticated, it has become more difficult to fly. 

Another thing is fuel consumption. That is quite a complex prob- 
lem. If I renal correctly, I could leave Langley Field—I have to 
rely on my military experience, and please forgive me. 

I could leave Langley Field in an F-80, and I would have a range 
to Dow Field at Bangor, Maine, if I went up to 30,000 feet. If I 
stayed at 5,000 feet, with the same fuel on takeoff, I could get to 
Mitchel Field in New York, but if I did not land on my first pass 
at the runway I would be out of fuel, the point being that your range 
is a factor of many things; it is a factor of your altitude and the tem- 
perature. If you are flying at a high altitude with low temperatures 
your range might be 3,000 miles, and with the same fuel load at a 
ower altitude and high temperatures it might be 1,000. 

Mr. Yares. It seems strange that we should be pressing for the 
jet age, then, if they have all those handic aps? 

Mr. Quesapa. It is a very, very efficient airplane, but it requires 
technique. 

Mr. Osrerrac. Speed is a factor ? 

Mr. Quesapa. Speed is a factor, Moreover, the engine is unbeliey- 
ably reliable. It is about 20 times as reliable as a reciprocating engine. 
Practically all the parts rotate and all the parts that are conducive to 
thrust or power are rotating. In a reciprocating engine that is not 
true. Take a piston, it takes as much energy to stop that piston at 
the bottom of its thrust as it does to start it. It takes power to start 
it, and then you have to stop it and then start it again. So you are 
consuming a lot of time and energy in stopping and starting these 
many parts. 
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Another thing that is very important, the wings are swept back. 
The fuselage is this way [indicating]. The wings are tet back. 
This is a feature that provides their efficiency. With any given 


amount of thrust you can increase speed for altitude performance by 
the amount of sweepback. 


Mr. OsrerTaG. But do you have less resistance ? 

Mr. Qursapa. There are other aerodynamic factors. I am not sure 
I would be competent to give you a good aerodynamic explanation of 
this. 

Let us assume an airplane with sweptback wings wants to yaw 
As it yaws, this wing has more area over which the air is flowing an 
therefore greater lift; the other gets less and less airflow so that 
eventually the effect is that there is no wing over here. And then 
it flips over on its back. There is no lift on this side and increased 
lift there. These characteristics require the most minute attention 
on the part of the crew and a highly developed skill, and a very, 
very complex and thorough training. 

Mr. Yates. Is that true of the passenger aircraft as well as the 
military aircraft ? 

lng Yes. 

Mr. Yates. Is that what caused the fatal accident of the test model 
some months ago ? 

Mr. Qursapa. The question has not been determined by the CAB; 
so I must speak within that framework. But there is every indica- 
tion to believe the excess yaw they were permitting the airplane to 
achieve, to accustom the pilot to these conditions, caused it to turn 
over on its back. And this is not the first time it has occurred. 

Mr. Osrerrac. Is the so-called sophistication of the jet as com- 
pared with the conventional aircraft so radical that it requires ex- 
treme training on the part of your personnel and the pilots and every- 
one else to keep up with this? 

Mr. QursapA. Sir, I assure you this is the case. I think the public 
interest demands this. I think it is mandatory that this take place. 

Let me tell you this. I do not want to frighten you, because if 
these techniques can be mastered increased safety is achieved. In the 
first place, you are airborne less time and therefore you are exposed 
less. In the second place, the engine has demonstrated unbelievable 
reliability, just about 20 times what the reciprocating engine is. 
This is very important. 

I want to go back again to this flipping over, which can be so rapid 
that it will in fact fling an engine off the wing; and it has done this 
in two cases. This occurred with a Pan American plane in Europe. 
It flipped over so fast on a training flight that one of the engines was 
flung off. In the case to which you refer I think they lost two engines 
by having them flung off. 

Mr. Yates. Three. 

Mr. Osrerraa. Is it true, General, that the greatest danger involved 
in air travel is in the takeoff and landing? 

Mr. Qursapa. Definitely. The greatest exposure is in that period 
when the aircraft is taking off and when it is landing. I think it might 
be helpful if I give you a little bit of data on this. 

When the airplane has zero speed, of course, it is just mass and will 
fall. When it has 500 miles an hour speed, it is extremely controllable ; 
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it will respond to your will without restraint or without hesitation, 
Therefore, it goes from, on one hand, a mass to an aerodynamic con- 
trollable body. Between the two there is gray area and that is the 
area in which the airplane is, on the one hand landing, and on the 
other hand taking off. This is the gray area. Landing is basically 
falling out of the air. This might sound startling to you, but in a 
conventional airplane with conventional gear you come down and keep 
on losing speed and losing speed and all at once you stall. The flow 
of air over the wings is such that the airplane starts to be uncontrol- 
lable. That is what a landing is. That is why a landing and a takeoff 
is always in the gray area where it is changing over from a mass to an 
aerodynamically controllable body. 


LANDING GEAR 


Mr. Jonas. Will the gentleman yield ? 

Are you making any progress with landing gear? 

Mr. Quesapa. The 707 had a great deal of trouble with its landing 
gear and it attracted public attention and our attention. I will tel] 
you very frankly it gave us fits and a real headache. 

It must be understood that the 707 and all other modern airplanes 
have two basic systems of manipulating the gear. The basic system 
is a manual system. That is, you can either pump it or grind it. You 
have direct manual control over the gear. It is mechanical. You 
can have a gear, a wheel, and a cable, and you wind the cable up on 
aratchet. That is mechanical. 

For convenience sake you have another system of doing the same 
thing and that is electrical or hydraulic. In all 707 troubles with 
the exception of one, they were all associated with the convenient 
system. When the convenient system fails you then resort to the 
manual system, which is the basic system. 

Mr. Yates. Has the manual system ever failed ? 

Mr. Quesapa. No, sir. The system never failed but there was a 
structural failure, a beam broke. This occurred at Idlewild. And 
it might interest you to know we took action in this case. 

Mr. Osrertac. Are they equipped with dual controls? 

Mr. Quesapa. All 707’s have dual controls. 

Mr Virrs. The DC-6 does not, does it 4 

Mr. Quesapa. Yes. 

Mr. Yates. Something must have happened to it on a flight I was 
on. They could not use their electrical mechanism and the pilot had 
to go into a steep bank to try to make an adjustment by centrifugal 
force. 

Mr. Quesapa. There are several cases where the mechanical sys- 
tem has failed under conditions that would not permit the manual 
systems to perform. 

Mr. Yates. I gathered from your testimony that if the convenient 
system fails you can grind it into place, but both can fail ? 

Mr. Quesapa. Definitely. 

Mr. Pye. The failure is a mechanical system may be because a 
latch has not fallen into place and the gear will not come down. 

Mr. Botanp. That multiplies the workload of your Agency, and 
that is the reason for the increases, I suppose. 











— ee 


no 


S 


i] 


al 


nt 


id 


ENGINEERING AND MANUFACTURING 


We will take up “Engineering and manufacturing” on page 159. 
You are requesting for 1961, $4, 958,000. For 1960 you had $4,672,300, 
so that the request for 1961 is an increase of $285, 700. In permanent 

itions you are requesting 509 positions in 1961 as against 461 for 
1960, an increase of 48. Where are these people located ? 

Mr. Purnam. We will have 20 in Washington, 5 in the regional 
offices, and 23 in the field offices. 

Mr. Botanp. That is the additional personnel you want for 1961? 

Mr. Putnam. That is correct. 

Mr. Boranp. Where are the 461 that you carry in 1960? How 
many do you have in the Washington office ¢ 

Mr. Purnam. We have about 155 in the W ashington office and the 
bulk of the rest are in the regions. 

Mr. Botanp. Why do you have so many in the Washington office? 

Mr. Purnam. Because the nature of the engineering w ork is such it 
js concentrated in a few places, and rather than have them dispersed 
in widely separated areas, they can work better in a central location. 
There are many specialties in the engnieering field and if we were 
to disperse these people it would take more of them. 

Mr. Botanp. This is the activity that certifies aircraft, I take it? 

Mr. Purnam. That is correct. 

Mr. Botanp. Where do you make the certification ? 

Mr. Purnam. In the regional offices. We have 135 in Washington, 
938 in the regional offices, and 88 in the factories themselves. Those 
are factory inspectors associated with the production. 

Mr. Botanp. Factory inspectors do not actually certificate the 
carriers ¢ 

Mr. Purnam. No. They are not nec essarily engineers. 

Mr. Tuomas. Why do you need so many in the District of Colum- 
bia? Actually these people ought to be at the factories where they 
inspect the planes, and you have another place where they test them. 
You have increases in both categories. Why so much paperwork? A 
man sitting in an office behind a desk will not inspect the plane. 

Mr. Purnam. No, but the engineers review the design and con- 
struction of the airplane from drawings produced by the factory. The 
man in the factory inspects the aircraft for conformance with that 
design. 

In Los Angeles there are the Douglas, North American, and Lock- 
heed factories within a few miles of one another and we can do a 
more effective job by grouping them in a central location rather than 
having representation in each of these factories. That is the reason 
why we have the bulk of our people in the regional offices. 

Mr. Tuomas. But are you not going overboard on this activity ? 
You have to assume the airplane designer i is far more expert in this 
field than you are. 

Mr. Putnam. Yes, sir. 

Mr. Tuomas. And when you actually take the plane and test it, 
that ought to be the vast majority of your job, it looks like to me. 

Mr. Qursapa. I think it should be brought out that it is up to us 
to assure that the minimum standard that we prescribe is maintained. 
We expect the manufacturer to use his ingenuity to exceed the stand- 
ard, but it is absolutely necessary that we assure ourselves he is meet- 
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ing the standard and it is to the public’s interest, I assure you, that 
they do so. 

There is, as you know, the economic urge very often to make short. 
cuts and it behooves us to resist this economic urge, and we do so. 

Mr. Tuomas. You have another group of men of about 1,200 test- 
ing the plane after it is completed, so that gives you quite an army in 
this field, around 1,700. 

FLIGHT INSPECTION 


Mr. Purnam. No. These are airways flight inspection people that 
have nothing to do with aircraft. 

Mr. THomas. What is Mr. Tippets’ group doing? 

Mr. Quersapa. Mr. Tippets has nothing to do with the inspection 
function essential to the carrier. 

Mr. Tuomas. Well, everybody uses the same gadgets and the same 
radar and the same centers and the same towers, and Mr. Tippets will 
have to maintain them. What is the purpose of having a duplication 
here between inspection and maintenance? Mr. Tippets has to inspect 
it before he can maintain it. Just what does this group do that is 
essential to his efforts of maintenance ? 

Mr. Quesapa. His people have nothing to yt w we the inspection of 
the air traffic control facilities. The -y do not engage in any inspection 
there. 

Mr. Tuomas. But he has to maintain them and has to maintain them 
without inspecting them ¢ 

Mr. Qursipa. He cannot maintain them without inspection. 

Mr. THomas. What is the use of Mr. Putnam’s crowd having an 
army of 1.200 people doing inspection work? Of course he does not 
have most of the 1,200 testing airplanes ? 

Mr. Qursapa. We think we have a reasonable request. to support 
those inspectors that are essential to inspecting on one hand the carrier 
operation and on the other hand the manufacturing operation. 

Mr. Tuomas. We agree with you on the manufacturing and testing, 

Go ahead, Mr. Boland. Excuse me. 

Mr. Prue. I think the problem, Mr. Thomas, is that this flight in- 
spection is not clear. 

Mr. THomas. Oh, yes, it isclear. Ican read Englis! 

Mr. PyYLr. The program we di scusse “d vesterd: ay was Sia fun: ‘tion of 
ausuting th the accuracy of our aids. This is a large body of flight in- 
spection— 

Mr. Tuomas. I understand. I was on one of your planes where you 
tested 27 stations, but I am wondering if you cannot consolidate the 
two activities and save money. 

Mr. Pyxe. In what way, sir? 

Mr. Tuomas. Before he repairs them he has to test them. 

Mr. Pye. And we have to tell him what is wrong withthem. There 
is no way it can be done from the ground. 

Mr. Qvesapa. One program is to be sure the radar is functional, and 
another is a flight test to a pilot, a flight test to a copilot, a flight test 
to an engineer, a flight test to a ground crew, and those are different 
things. 

Mr. Dean. The maintenance people under Mr. Tippets do have a 
routine maintenance operation in terms of regularly adjusting and 
inspecting the equipment on the site. The flight inspection operation 
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is a separate inspection using flying Agency aircraft to determine 
whether the recordings made of the various facilities in the air show 
accuracy and reliability. 

Mr. Tuomas. What you are saying is that Mr. Tippets’ workload 
depends on this inspection service detailing what is wron 

Mr. Dean. And we think that is best, so ‘that there will be another 
bureau that is telling Mr, Tippets that the recordings from his fa- 
cilities are not accurate or reliable. This outside assurance is given 
the Agency through the separation between the maintenance activit 
in Mr. Tippets’ shop and the flight check by Flight Standards sta 

I also wish to stress that these 1,202 people include regional main- 
tenance for both the instruments in the aircraft and the aircraft 
themselves. 

Mr. Tuomas. Those are three big subdivisions. 

Mr. Dean. It also includes certain logistic items. 

Mr. Tuomas. You gentlemen disagree. 

Mr. Tierers. The distinction between the two functions of i inspec- 
tion is very clear. On the ground we inspect the electronic devices 
for reliability and accuracy and keep them technically up to date, 
but in the air these in-flight inspectors not only measure the trans- 
missions which Mr. Dean “mentioned, but they measure the width of 
routes to be flown, they check interference between facilities and 
between nonnavigation facilities and navigation facilities, which is 
one reason we check at several altitudes. Many of these facilities 
transmit in the form of a cone. They have different characteristics 
at different altitudes. The flight personnel have to plot courses and 
watch for interference that might be harmful and cause the instru- 
ments to be wrongly directed in an airplane. This is what the flight 
inspectors do. It is completely different, not in any way a duplica- 
tion of what we do on the ground. They may fly 24,000 feet and 
they will say, “We get a course indication of a 3° error.” This 
is made known to the ground technicians and they, in turn, immedi- 
ately correct this and make a ground check, they call the pilot back 
and he rechecks it. That certifies that that route is again ready for 
use. It isa complementary situation. 


AIRCRAFT MANUFACTURING INSPECTION 


Mr. Jonas. As to this engineering and manufacturing section, does 
industry have compar: able sections? Every manufacturer of air- 
planes has an engineering department, [am sure. 

Mr. QursapAa. Very large engineering departments. 

Mr. Jonas. Are they located in some office in New York City or at 
the plant ? 

Mr. Quesapa. The manufacturers’ or ours ? 

Mr. Jonas. Theirs. 

Mr. Qursapa. The manufacturers’? 

Mr. Jonas. Yes. 

Mr. Qursapa. They are usually located in the manufacturer’s plant. 

Mr. Jonas. Why are not yours at the plants instead of at Wash- 
ington ? 

fr. Qursapa. They are. 
Mr. Jonas. Most of them are in Washington ? 
Mr. Quesapa. No, sir. 
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Mr. Purnam. There are 90 technical people in Washington, 17 in 
the regional offices, 68 in the district offices. 

Mr. Jonas. You have more in Washington and the district offices 
than you have in the factories. Can you not do a better engineering 
and manufacturing job if you put your people in the plants at the 
place where the manufacturers have their engineering departments? 

Mr. Quesapa. If we put the necessary people at each plant, I assure 
you the required number would go up. 

Mr. Jonas. Why? You need to support that with more than just 
saying that youare sure. On what basis do you say that ? 

Mr. Quesapa. We do not attempt to take over the function of the 
manufacturer. We establish a standard that he must meet. In the 
course of the design and development of an airplane, the communi- 
cation between the manufacturer and ourselves is constant and inti- 
mate, so that as he is developing this airplane he at all times is 
meeting our standard. 

So that to prevent a very undesirable situation from occurring, 
which would have our inspection take place after the airplane is, 
in fact, built, then have to go back and say that you should have 
done it this way 

Mr. Jonas. I understand that. My only point is whether you 
could do a more effective job if you had most of your people out on 
the firing line instead of in Washington, D.C., and in your regional 
offices. 

Mr. Qursapa. Most of them are, sir. 

Mr. Jonas. Not according to the record. 

Mr. Osrertac. The regional offices are all over. 

Mr. Quesapa. That is a field office. I think the use of the word 
“region” has suggested that it is something other than field. 

Mr. Jonas. How many people are in the Washington office who are 
engineers and how many are clerical ? 

Mr. Putnam. We have 76 engineers in Washington, 45 clerical in 
the Washington office. 

Mr. Quesapa. How many engineers do you have in the field. 

Mr. Purnam. We have 326 in the field, regional and field offices. 

Mr. Quesapa. How many in the field ? 

Mr. Purnam. Three hundred and twenty-six. 

Mr. Quesapa. Seventy-five in Washington ? 

Mr. Purnam. Yes, sir. 

Mr. Jonas. When you say “in the field,” you mean 

Mr. Putnam. Regions and factory offices. 

Mr. Jonas. How many do you have in the offices in downtown 
sections of our cities? 

Mr. Putnam. We have a total of 179. The reason they are cen- 
trally located is these engineers can serve more than one factory. In 
the Los Angeles area the factories are in the surrounding area and 
by being centrally located they can serve all three of them. If we 
had to put the same complement of people in each factory, it would 
take roughly three times as many people. 

Mr. Osrertrac. Would not the region or area of California be a 
concentration of effort in this field because of the manufacture of air- 
craft in that part of the world? 
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Mr. Pyue. I think there is a misunderstanding. When we say the 
region, it is because they are located in Los Angeles, but they are field 
personnel working in the Los Angeles factories. 

Mr. Tuomas. We can settle this quickly and get our figures straight- 
ened out as to the District of Columbia. You have given two dif- 
ferent sets of figures. Give us the number of engineers in the head- 

uarters in Washington, the number in your six regional offices, and 
then the number actually assigned to the factories, 

Mr. Purnam. Engineers, Washington, 76, and in the field there are 
$1, 27, 25, 60, and 2. 

Mr. Tuomas. In your regional offices ? 

Mr. Purnam. Those are our field engineers. 

Mr. Tuomas. Break it down between your regional offices and those 
actually assigned to your factories. 

Mr. Purnam. We have two engineers assigned to the Boeing factory 
at Seattle. 

Mr. Tuomas. How many in the regional office at Seattle ? 

Mr. Purnam. One in Miami. I beg your pardon? 

Mr. Botanp. The regional office at Seattle ? 

Mr. Purnam. There is no regional office at Seattle. They are resi- 
dent at the Boeing factory. 

Mr. Jonas. Where is the main office that serves that factory as you 
referred to it in Los Angeles ? 

Mr. Purnam. It is located in the regional headquarters. 

Mr. Jonas. Where is that ? 

Mr. Purnam. At Santa Monica. 

Mr. Jonas. Way down in California. 

Mr. Purnam. We have two engineers handling the day-to-day 
workload resident at Seattle for the Boeing factory. 

Mr. Jonas. The nearest regional office is Santa Monica ? 

Mr. Purnam. That is where the bulk of our engineering manpower 
is located ; yes, sir. 

Mr. Jonas. I do not know anything about handling an engineering 
proposition, but it looks to me as though you could do a better job if 
you had more engineers in your factories than in offices. 

Mr. Purnam. They review plans, drawings, design of the aircraft 
for conformance with the design requirements of the airworthiness 
regulations. The people at the factory inspect the product for con- 
formance with those drawings. In other words, if the engineers say 
a part must be made of a certain type of material of certain dimen- 
sions, it is their job to see to it that it conforms to that drawing. 

Mr. Boranp. When you read those figures off—31, 27, 25, 63, and 
2—if my mathematics is correct, that total is 125 engineers who 
are in the field who are out actually. 

Mr. Purnam. Yes. 

Mr. Botanp. These engineers are at factories and in the regional 
offices and in the district offices? } 

Mr. Purnam. That is right. 

Mr. Botanp. How many engineers are assigned and attached to 
manufacturing plants ? ‘ 

Mr. Purnam. Two. 

Mr. Botann. Two? 
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Mr. Putnam. Yes, sir. 

Mr. Botanp. Where are the other 123 ? 

Mr. Putnam. They are included in that. 

Mr. Osrerrac. In other words, they serve two purposes. Both the 
factories and the-—— 

Mr. Boranp. Let us get an answer to the question. Where are the 
123 that you now speak of—the engineers in the field, in the regional 
offices—where are they located, what areas? 

Mr. Putnam. Seventy- -six in W ashington, 31 located in New York, 
27 in Fort Worth, 25 in Kansas City, 60 in Los Angeles, of which 9 
are domiciled at Seattle. 

Mr. Tuomas. Those are at the regional office. Do you have any 

1 Alaska and Hawaii? 

Mr. Purnam. One in Alaska and one in Paris? 

Mr. Boxanp. All of these engineers are in the regional offices, they 
e not in the manufacturing plants? 

Mr. Purnam. No, sir; the two at Seattle are right in the plant. 

Mr. Botanp. Two there, but excluding the two 

Mr. Purnam. They are physically located under the roof of the 
regional headquarters. 

Mr. Boranp. In addition to all these engineers, you have inspec- 
tors and these inspectors are in the plants themselves ¢ 

Mr. Purnam. Yes, sir. I can give you the breakdown of the in- 
spectors located in the plants. 

Mr. Botanp. Dothe inspectors come under this activity, also ? 

Mr. Putnam. Yes. 

Mr. Boranp. How many actual inspectors do you have 

Mr. Purnam. Factory inspectors: 8 in W ashington, 22 in New 
York, 14 in the Fort Worth headquarters, 14 in Kansas City, 24 in 
Los Angeles. I can give you the actual physical location of these 88 
people if you want it. 

Mr. Botanp. Where is the actual physical location / 

Mr. Putnam. We have two at Stratford, Conn.; three at Windsor, 
Conn.; three at Williamsport, Pa.— 

Mr. Quesapa. You might tell them what is at these places. 

Mr. Boranp. Are they at manufacturing plants? 

Mr. Purnam. Yes. 

Mr. Boranp. All 88 personnel are working in the plants inspecting 
component parts of the aircraft ? 

Mr. Putnam. With the exception of eight here in Washington. 

Mr. Quesapa. Could I try to clear up this one point? In respect to 
the engineers that are for the most part centralized in these four loca- 
tions, when they perform their engineering function, they are not 
performing it in terms of what shall be done in respect to the Boeing 

707. They are setting standards that would apply not only to the 707 
but also to the DC-8 and the 880. 

Mr. Jonas. Do you have any reason to believe your engineers are 
superior to the ones Boeing employs? 

Mr. Quesapa. We have no reason to believe they are superior nor 
vice versa. All we do is set standards. 

Mr. Jonas. Is that all the 76 are doing here in Washington, set- 
ting standards? 

Mr. Quesapa. I think the answer would be—— 
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Mr. Putnam. They are reviewing certain of the fieldwork. Some 
of the things are brought in here for decision where there is a ques- 
tion of interpretation of the regulation. In some areas they are ac- 
tually doing the type certification of certain products, propellers, for 
example, and foreign engines being brought into this country are being 
handled here in Washington. 

Mr. Pyxe. I think it is important that we understand that these 
engineers are specialists in their chosen fields, specialists in propellers, 
aerodynamics, metallurgy, and all the other specific skills that have to 
be taken into account in the production of an airplane. If we dupli- 
cated at each plant a metallurgist, a propeller man, an aerodynamicist, 
et cetera, the cost would be prohibitive. 

Mr. Jonas. You would not have to have the same number in every 
plant. we 

Mr. Pyte. This is why we put them in the central headquarters. 

Mr. Jonas. Why is it the manufacturers of airplanes find it im- 
portant to have their engineering departments in close proximity to 
their plants ? 

Mr. Quesapa. Because they are only concerned with their product. 
We are concerned with five or six companies. In the Los Angeles 
area there may be as many as a dozen companies that require the 
services of our people in pursuit of the public interest. How many 
companies are in Los Angeles? Can you tell us? 

Mr. Purnam. I could not tell you, in Los Angeles, but there are 
95 prime manufacturers scattered around the country, 360 subsidiary 
manufacturers, and 250 are producing parts. 

Mr. Botanp. This group in Washington determines the standards 
for the parts and whether or not they ought to be used; is that the 
idea of the central force? 

Mr. Purnam. We establish the basic airworthiness standards for 
these parts. 

OPpERATIONS AND MAINTENANCE 


Mr. Boranp. We shall insert pages 161 through 163 “Operations 
and maintenance.” 
(The pages referred to follow :) 


Program justification 
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This area includes all activities associated with the day-to-day operation and 
maintenance of an aircraft once it is released from the manufacturer’s produc- 
tion line. It ranges from the simple local fight of a student pilot to the intricacies 
of the intercontinental jet operations of a major airline. The objective, in all 
cases, is the highest practical level of public safety, both in the air and on the 
ground. 

The continued rapid growth of aviation and the complexities of modern air- 
craft and their operation in a constantly changing environment of traffic densities, 
speeds, and altitudes, have created three primary requirements that are reflected 
directly in increased workload in this activity area. These requirements are so 
interdependent that they cannot be ranked in an order of priority. One involves 
the absolute necessity for providing our inspector personnel with the technical 
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proficiency demanded by modern aircraft and operations. A second is the cop- 
stant need for improvement and modernization of our safety standards in one of 
the Nation’s most rapidly advancing industries. The third concerns the positive 
need for resources required to expand our program of enforcement for compliance 
with safety standards wherever U.S. certificated aircraft are flown throughout 
the world. 


NEW PROGRAM, 1961 


Workload, $1,607,000.—The segment of the aviation industry falling within 
this activity area continues to grow rapidly as evidenced by the forecast increase 
in fiscal year 1961 of 3.7 percent more certificated pilots; a 7 percent growth in 
airline traffic; 5.5 percent growth in the number of hours flown by genera) 
aviation; and an increase of 3.5 percent in the number of certificated aircraft 
utilized in general aviation. However, the changing character and growing com- 
plexity of aircraft and operations of all types represents the greatest single 
factor affecting the workload associated with this activity. For example, the 
number of aircraft in the turbine-powered fleet of the scheduled air carriers wil] 
increase by 24 percent in fiscal year 1961, and the number of different types of 
turbine-powered aircraft in this fleet will increase by 23 percent. The fleet of 
turbine-powered aircraft operated by general aviation interests will begin to 
expand rapidly in fiscal year 1961. Indicative of workload increases resulting 
from the foregoing is that approximately 6 hours are required to conduct a type 
rating on a modern jet aircraft, as compared to 314 hours for a modern propeller- 
driven aircraft; and in todays’ operation, 12 hours are required for one of our 
inspectors to run a detailed inspection of the control system of a modern jet 
whereas, 3 hours are required for a modern propeller-driven aircraft. 

Further, as pointed out in the general justification, inservice operation of 
the new jet aircraft has resulted in many more complex problems, greater 
workloads, and higher demands on our manpower resources than had been 
originally anticipated. As a result, we have been required to divert a large 
amount of available manpower from our safety inspection program associated 
with the propeller-driven aircraft to these problems and additional workloads, 
Illustrative of this increased workload is the fact that transition flight training 
of airline pilots from the modern propeller-driven aircraft to the jets is almost 
double that originally programed by the airlines. Correction of service diffi- 
culties with the new jet aircraft has proven far more time consuming than 
that previously experienced in the introduction of modern piston-engine air- 
craft, both from the standpoint of the air carrier and the FAA inspector who 
must assure that such corrections are made in a manner compatible with our 
safety standards. Actual operation of these aircraft under scheduled conditions 
has proven to be much more critical and less forgiving of even the smallest 
error than anticipated, requiring a reexamination of our basic operational 
standards which were developed prior to having gained this inservice experience. 

The increased utilization of the postwar civil aircraft fleet, introduction of 
more complex aircraft, industry growth, and changes in operational concepts 
over the past several years has substantially increased the worklond in areas of 
certification, surveillance, and compliance with safety regulations and standards, 
To assume this increased workload will require a redrafting of manv civil air 
regulations to bring them up to date: processing changes in standards and 
procedures affecting maintenance of aircraft, flight operations and training; 
stepping un inspection and enforcement activities, and conducting aggressive 
investigation of violations. 

These factors, coupled with the proposed introduction of four new types of 
turbopowered aircraft in fiscal year 1961, will require an increase of 294 
positions, financed for an average of 6.5 months employment and $1,607,000. 
Of these additional positions. 142 are required for operational activities and 
152 to carry ont maintenance functions. 

Replacement of passenger cars, $18,900.—In fiscal vear 1961, it is estimated 
20 passenger cars operated by the Agency will be eligible for replacement, under 
existing standards, at a totel cost of $24900. Of this total. 11 will he renlaced 
under flight standards activity and $18,900 is being requested for this purpose. 


Mr. Boranp. This activity apparently includes the certification of 
pilots. Is this so? 
Mr. Putnam. Yes, sir. 
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Mr. Botanp. In addition to certifying pilots, I note you expect an 
increase in fiscal] 1961 of 3.7 percent more certificated pilots. How 
many pilots do we have now in the United States? 

Mr. Purnam. About 350,000 active pilots. 

Mr. Botanp. You expect a 3.7 percent increase next year. What 
else does this particular activity include besides certification of pilots? 

Mr. Purnam. It includes certification of air carriers, air agencies. 

Mr. Botanp. When you say certification of air carriers, what do you 
mean ! ; 

Mr. Putnam. We inspect them for compliance with the regulations 
and issue an air carrier operating certificate which provides the terms 
and the conditions under which they may operate. 

Mr. Botanp. You want 1,601 people for 1961, an increase of 294 
over 1960, and a dollar increase of $1,625,900. Where are all these 
people located matty Wp : ' 

Mr. Harrer. This activity is broken into two main categories, main- 
tenance and operations. 

Mr. Botanp. Maintenance of what? 

Mr. Harrer. Airplanes. In 1961 the maintenance program will 
require 79 positions in Washington, 86 in the regional offices, and 
518 in the district offices. 

Mr. Botanp. What do they do? What is their job with reference 
to maintaining the airplanes? 

Mr. Purnam. Sir, the maintenance inspectors observe the inspec- 
tion system and procedures that the air carriers use in the mainte- 
nance of their equipment and spot check the equipment itself to make 
sure that they are in fact airworthy at all times. 


Fuicur Inspection, Procepures, AND LOGISTICS 


Mr. Botanp. Flight Inspection, Procedures, and Logistics, pages 
164, 165, and 166. We shall insert those pages in the record. 
(The pages referred to follow :) 


Program justification 
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This program includes funds for operating costs such as pilots, gasoline, oil, 
etc., for agency-owned and rental aircraft except those used in research and 
development; line maintenance of regional and Washington-based aire aft; 
and determination of the size and composition of the aircraft fleet and related 
flight hour requirements. The type of aircraft used by the agency range from 
the relatively simple single-engine rental aircraft used by technical personnel 
for travel in the performance of their inspection functions to the multiengine 
Constellation aircraft used for logistic purposes in support of facilities at 
isolated stations in Alaska and Pacific Island locations. It also includes air- 
planes used for periodic and commissioning in-flight inspection of electronic 
aids employed in the “common system” of air navigation, and development of 
operational procedures for their use. The performance of flight inspection and 
development of flight procedures is required at three separate altitude levels 
where all civil and military flights are conducted; the very low altitude up to 
approximately 10,000 feet, intermediate altitudes covering the range from 
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10,000 to 25,000 feet, and the very high altitudes above 25,000 feet at which jet 
aircraft operate. " 

The objective of this activity is to assure the highest practicable level of 
safety in the use and reliability of “common system” aids to air navigation 
Agency owned and rental aircraft are also used for training technical personnel, 
accident investigation and administrative purposes where such use is required 
in carrying out the agency responsibilities. 


1961 NEW PROGRAM 


“Flight hour workload, $2,140,000.—As new facilities and improvements are 
added to the Federal airways system, the workload in the flight inspection 
activity increases proportionally. During 1960 new methods were developed 
which streamlined and consolidated two previously separated activities, (a) 
flight inspection and (b) flight operations procedures, into one work unit. Also 
special equipment was placed in Convair aircraft operated by the agency for 
intermediate altitude inspection and procedures, and a jet aircraft was auth- 
orized to be added to the fleet for high altitude checking. In order to meet the 
1961 workload of commissioning, routine flight checking of facilities and the 
development of related operational procedures, it will be necessary to provide 
additional jet aircraft, obtain increased utilization of our existing fleet and to 
expand our data processing system. Based upon established flight hour stand- 
ards used to determine requirements for flight inspection of navigational aids, 
an increase of 6,846 flight hours in Douglas DC-3 aircraft will be required 
to perform the low-altitude flight checkwork associated with new facilities to 
be commissioned and placed in operation during fiscal years 1960 and 1961, 
Similarly, an increase of 3,750 hours of flying is required in Convair and jet 
aircraft for medium and high altitude checking of navigational facilities. This 
requirement includes 2,600 flight hours in Convair aircraft to fully implement 
a modernized grid system of flight inspection conducted at intermediate alti- 
tudes. This system of flight inspection makes use of airborne electronic digitiz- 
ing equipment, which will be completely installed in five Convair aircraft by 
the end of fiscal year 1960. An additional 1,150 flight hours is required in jet 
aircraft to perform increased high-altitude inspection and procedures workload 
resulting from the rapidly expanding use of such aircraft in commercial air 
transportation. 

The additional requirement of 10,596 flight hours for flight inspection and 
procedures work results in a total program of nearly 41,000 flight hours for 
this activity to be flown in FAA aircraft during fiscal year 1961. This increase 
is related to the increased number of ground facilities being installed together 
with implementation of new inspection techniques to assure the accuracy and 
reliability of facilities at the higher altitudes now being used by commercial 
and military aviation and, in turn, by air traffic control in expediting the flow 
of traffic. To effectively carry out a flight program of this magnitude our plans 
call for full use of the available fleet as well as availability of a new jet aircraft 
to be procured during fiscal year 1960. 

It will be necessary to improve aircraft utilization by adhering to a tight sys- 
tem of aircraft scheduling coordinated with normal maintenance procedures, 
so as to rapidly assign aircraft to points of workload generated by increasing 
flight inspection requirements. This will require the establishment of a small 
supervisory nucleus at each of 17 principal locations where flight inspection 
pilots are based and will require 34 new supervisory and clerical positions. The 
expanded flight inspection work will require 68 additional flight crew personnel 
including pilots, copilots, electronic technicians and related clerical staffing. 

The flight data derived through airborne inspections is processed by means 
of electronic computers and evaluated to determine the accuracy of facility 
operations within prescribed standards. The extensive workload in this area 
will require 26 additional technical personnel for diagnostic interpretation of 
data and to improve basic operating methods. Aircraft and electronic line 
maintenance workload in support of the increased flight activities, and main- 
tenance of complex airborne computer equipment will require 54 mechanic 
positions. 

To carry out the flight inspection workload a total increase of 182 flight crew, 
maintenance, and supervisory personnel is required at a total cost of $1,113,900 
to provide an average of 6.5 months’ employment. An additional amount of 
$1,026,100 is required for aircraft operation expenses, including fuel oil, parts, 
supplies, and contract maintenance services. 
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Secondary maintenance locations, $189,000.—The number of flight hours re- 
quired for basie altitude flight checking has increased to the point where it is 
essential that secondary aircraft and avionics maintenance locations be estab- 
lished within the continental regions in order to obtain maximum flight inspec- 
tion coverage with a minimum amount of nonproductive flight time. These shops, 
established at major points where aircraft are assigned, eliminate much of the 
flight time now required to ferry district-based aircraft to aircraft maintenance 
pases located in regional headquarters cities for periodic avionics calibration and 
correction of aircraft discrepancies. This type of secondary field maintenance 
was initiated in 1960 at three prototype locations and it is planned to aid six 
new locations in 1961. To accomplish this, an increase of 24 mechanic positions 
and an amount of $189,000 is requested to provide for necessary maintenance 
personnel, rental of hangar space, related supplies and working equipment. 

Logistic and job performance flight activities, $637,400—In the Pacific and 
Alaska areas, FAA aircraft are utilized to transport personnel, supplies, and 
equipment to remote facility locations where adequate commercial transportation 
is not available or economically feasible. Based upon the increased number 
of facilities which will require support at such locations in fiscal year 1961, an 
additional 225 hours of flying time is required for Constellation and Fairchild 
(123 cargo aircraft. Because of greater payload and improved performance 
characteristics, it is also planned to utilize these aircraft for approximately 
600 hours heretofore flown by Douglas DC-3 and DC-4 aircraft. The net 
increased cost for flight expenses in 1961 is $124,700. 


Mr. Botanp. You are asking for 1,202 employees, an increase of 
917 over 1960, and a dollar increase of $2,966,400. Where are these 
people located ? 

Mr. Purnam. In 1961, 98 will be in Washington, 65 in the regional 
headquarters, and 1,039 in the field offices. All but 98 out of 1,202 are 
in the field. 

INFLIGHT INSPECTION 


Mr. Boianp. This is one of the activities—I think Mr. Yates has 
some information on it, too—with which some fault has been found. 
One of the releases of the ALPA indicates you should spend less 
money in this area and that that money could be utilized somewhere 
else, the indication being that these inspectors or this inspection ought 
to be done with greater cooperation, apparently, with the manufac- 
turers and that actually your inspectors are not trained to do the job. 

Mr. Qursapa. I would like to comment on that, if I may. 

Mr. Botanp. Yes. 

Mr. Qursapa. The ALPA is a group of approximately 15,000. We 
recognize them as a group that is entitled to their views. We serve 
the public. We serve the 55 to 65 million people who fly in the air- 
planes. We also serve the 175 million approximately on the ground 
who can in remote circumstances be affected one way or the other by 
the standards of safety we adopt. 

The ALPA is a part of the public as far as we are concerned. We 
consider their views very seriously, but the responsibility is ours to 
pursue the public’s interest. It is ours by legislative action. Ofcourse, 
we will pursue the public’s interest. 

They have classified our actions as being unnecessary and have used 
other phrases. I would like the committee to know that the en route 
inspection which we have been pursuing in response to our pursuit of 
the public’s interest consists of flying on en route inspections two- 
tenths of 1 percent of the total time the airplanes fly. I would be der- 
elict if I did not say to the committee I feel it should be greater and 
not less in spite of what the ALPA says. 

Mr. Yates. I do not think this is a correct interpretation. If I 
understood what ALPA said, I think it agreed with your thinking 
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but it said it wanted qualified inspectors passing upon the inspection 
procedures on inflight inspections. The example given in a statement 
they gave to the Monroney committee was one in which there was an 
engine failure at a point in takeoff and the flight inspector thought 
that the pilot should have stopped rather than take the air. This 
flameout, I guess it is, occurred at a critical point in the takeoff. 

Their argument was the inspector was not too conversant with the 
techniques. As I read their argument, I would have assumed that 
the pilot should have been the best judge of whether he was going to 
stop his plane at that point or keep going. If he could not stop it 
on the runway, he would have to go beyond the runway and crash, 
If he thinks he cannot stop in time, I presume this is something 
you want to leave to a pilot. 

Mr. Quesapa. This is a case that we would like to give you a full 
detailed report on. There are just a couple points that might be 
appropriate to mention here. In this particular case, first you must 
understand what determines the length of a runway. 

Mr. Yates. There are many factors. 

Mr. Quesapa. That is right. The predominant influence in deter- 
mining the length of a runway is the distance required to stop, not 
take off. That has been injected into the system because of the jet 
aircraft. It has to be able to accelerate to a certain point, and if 
it has not progressed down the runway to another point by the time 
it has accelerated to that speed, they should then be able to stop. 
We have to provide the necessary runway within which to stop. 
This must be ground into it. 

I gather from this particular case that it was felt that our check 
pilot was not qualified. I think it is unfortunate that this would be 
asserted because we think our check pilots are qualified. We do not 
think we are perfect by any means. I think we must by all means 
improve the quality of our check pilots. This is why we are trying 
to develop a school in which to train them and subject them to the 
same rigidity of tests that we are subjecting these pilots who serve 
the public. 

We are not perfect, I assure you of this. We must get better. 
T assure you of this also. 

Now, as far as this particular pilot who was riding in this partic- 
ular airplane is concerned, I do not want to make a comparison of 
how much jet time each had had but, they are forcing it. How many 
hours in jets had our check pilot had ? 

Mr. Putnam. 300 hours. 

Mr. Qvesapa. Our check pilot had 300 hours in jets. How many 
hours in jets had the pilot of National Airlines? 

Mr. Putnam. I do not know, but no more than that, I am sure, 
because he had only served through the preceding winter of about 
3 months. I would judge roughly the same amount of time as 
our man. 

Mr. Yates. I do not know what the answer is except the company 
apparently agreed with its pilot. 

Mr. Quesapa. We can give you a complete report on it. We take 
no exception to what he did. 

Mr. Yates. But you did take exception. 

Mr. Quesapa. No, sir; we did not. 
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Mr. Yates. Did you not take exception to what the pilot did? Did 
not your inspector recommend suspending him ? 

Mr. Qursapa. He did not. I want to make that categorical state- 
ment-——he did not. 

Mr. Botanp. Did he recommend they retrain the pilot ? 

Mr. Quesapa. No, sir. 

Mr. Yates. Something is wrong. Your statement differs from 
ALPA. 

Mr. Quesapa. I will tell you what happened. 

Mr. Yates. We would be glad to know. 

Mr. Quesapa. I think you are entitled to know, sir. It is our con- 
cept that if an airplane loses an engine in that critical period of 
takeoff, we have the duty to determine why, and until such time as 
it is determined why, we feel we have the duty to see that that man 
does not fly. This we did. We have determined why. We think 
we know why one engine flamed out and we took what we thought 
were reasonable s‘eps to assure that it does not occur again. 

It was not an error in piloting technique, but there is reason to 
believe there was an error in procedure. 

Mr. Yates. The statement of ALPA declared the flight inspector 
thought that the pilot should undergo another course in training. 

Mr. Quesapa. We are familiar w ith that, sir. 

Mr. Yares. I gather from what you said this was contrary to your 
statement- 

Mr. Qvuesapa. It is not true. 

Mr. Yates. It is not true? 

Mr. Quesapa. It is not true. 

Mr. Tuomas. Mr. Boland, may I interrupt a minute? 

Mr. Botanp. Yes. 

Mr. Tuomas. We are dealing with $14.5 million for three items: 
One, on inspection service that I think overk aps with Mr. Tippets, 
but whether it does or not you are dealing with inspection of equip- 
ment; two, which you are talking about now, you are dealing with 
flight procedures; three, you have already talked about the opera- 
tions and maintenance of the airplane. Now you are going to deal 
with the logistics of it, gasoline and oil. You have about $850, 000 in 
here for that, plus maintenance shops, in out-of-the way places. Let 
us clarify our thinking. We are dealing with three subjects here. 

Mr. Pyte. Mr. Chairman, in fairness to Mr. Boland, perhaps we 
should correct one point, which I think is possibly subject to a slight 
misunderstanding. The specific flight inspection function of the 
$14,490,100 is not that to which ALPA was referring. It was the 
previous section, “Operation and maintenance.” 

Mr. Yates. If it is the ALPA’s contention that there should not 
be flight inspection, I do not agree with them. I admit I am no avia- 
tor, but I believe there should be in-flight inspection. 

Mr. Quesapa. I do not think ALPA takes the position that there 
should not be flight inspection. 

Mr. Yates. They just want qualified inspection ? 

Mr. Quesapa. We do, too. 

Mr. Yates. No contest, then. 

Mr. Pye. We should point out one is safety inspection; flight in- 
spection is inspection of navigation aids. This causes confusion. 
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Mr. Quesapa. We should clarify that next year and use more de- 
scriptive terms. We are learning. 

Mr. Yates. Some of your terms throughout these justifications are 
beauties. 
RENTAL AIRCRAFT 


Mr. Botanp. What do you pay for rental aircraft? You expect to 
increase the total flight hours by 22,000 in fiscal 1961. What is the 
cost of the rental of this aircraft ? 

Mr. Putnam. It varies by category. They range from the small 
single-engine type up through the light twin aircraft and there is some 
rental of heavy aircraft. The rate is the typical industry average 
market price that we do not exceed. 

Mr. Botanp. What is the total cost ? 

Mr. Quesapa. We can give specific examples of how much we pay 
for specific airplanes. 

Mr. Purnam. The typical light airplane rents for about $14 or $15 
an hour. 

Mr. Pyte. We can furnish specifics for the record. 

(The information follows :) 


Hourly rates for aircraft rental by Federal Aviation Agency 


Type of aircraft Rental rate} 
Light single-engine: per hour 


I a A sings aetna a Te 
RS ieee , eee eee amecanccnnda: ae 
NN eR ies test cia sb bs hn wocinencsimsim nner ss breil tots attesting datas 
Heavy single-e ngine ; 
a a 15. 00 
I ee ae gs ea ss alec saree tie asc on te 
I Cicccag  e 
ICRI SEE aks nineties gaan: | 
I a gE aicieilmieis 25. 00 
Light twin-engine: 
IE eo on ee ; ae eee: —— 
Beechcraft Travelaire___________ oe oe og ee” a ecient  e 
Beechcraft Twin—Bonanza________ ba Rae . sieistliadick cosmcn', 
MN ct sire niermer iiaablhS ea a hiiciaig a ri ca a A ae = 45. 00 
Heavy 4-engine: Douglas DC- a ha cae 427. 00 


1 Rates shown are average rates. 
Purysicat Firness or AIRMEN 


Mr. Botanp. Next is “Physical fitness of airmen,” and we will lay 
in pages 169 and 170. 
(Pages referred to follow :) 


Program justification 


1960 base | 1961 appro- Difference 
for 1961 priation 
Permanent positions 115 | 222 +107 
Amount $1, 180, 000 $2. 472. 500 +-$1, 292, 500 


This activity area is responsible for establishing and administering standards, 
rules, and regulations governing the physical and mental fitness of airmen, air 
traffic controllers, and others whose health affects safety in flight. Also, this 
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activity plans and directs research in aeromedical problems affecting flight 
safety and evaluates the environmental and employee health programs. 


NEW PROGRAM, 1961 


Workload, $1,292,500.—Medical standards are developed and supported by 
factual bases obtained from analysis of the operating experience gained in ad- 
ministering the medical certification program, the study of medical factors in- 
yolved in aircraft accidents and the analysis of related data available from other 
Government and private sources. The examination of airmen and others re- 
quiring aviation medical certificates is accomplished by approximately 2,500 med- 
ical examiners throughout the world. These non-Government physicians are se- 
lected, designated, trained, and supervised under the medical certification pro- 
gram to assure the sound mental and physical capability of personnel involved 
in flight safety. This program includes a regular 6-month physical examina- 
tion of airline pilots; an annual examination of other airlines crew members, 
executive aircraft pilots and air traffic controllers; and a biennial check of stu- 
dent and private pilots; involving an approximate 538,000 active civil airmen, 
of whom approximately 250,000 were medically certified in 1960. The fore- 
casted increase in certificated airplane pilots in 1961, together wtih a propor- 
tionate increase in nonpilot certificates, will create an additional workload in 
this activity and for this purpose an increase of 37 positions is requested for the 
development of more adequate safety standards and supervision of the medical 
certification of airmen. 

In the area of research, this activity plans, develops, directs, monitors, and 
correlates all possible information on medical research projects of the military, 
civilian, governmental, and private agencies, in the United States and elsewhere. 
for the purpose of providing factual supporting data to the rulemaking and 
regulatory functions of the Agency. The continued upward trend and expansion 
of the aviation industry, particularly in the field of turbine-powered aircraft, 
is creating additional problems in the development of adequate medical stand- 
ards. Aviation medical research is needed to resolve the problem of the aging 
pilot’s proficiency, together with the physical limitations of passengers and flight 
crews in today’s high-speed, high-altitude aircraft; oxygen requirements; the 
effects of diseases which may result in sudden incapacity and death; visual fac- 
tors in spatial disorientation; and hearing damage caused by noise. For this 
purpose we are requesting an increase of 56 positions. 

In 1960 an environmental health program was initiated for (a) developing, 
determining the adequacy of, and approving important medical aspects of safety 
regulations of the Agency other than those regulations dealing with physical 
qualifications of pilots; and (b) for administering an employee health program 
under the provision of Public Law 658. In 1961 this program will be expanded 
to evaluate and control noise levels which may cause permanent hearing damage 
in the aircraft industry, particularly in helicopter pilots and in personnel en- 
gaged in ground maintenance operations. Also, a program will be inaugurated 
to evaluate and alleviate problems involved in vision and illumination of air 
traffic control centers and in airplanes such as glare, optical distortion, and 
illusions. In the area of employee health it is planned to expand emergency 
medical services, conduct preemployment, fitness for duty, and periodic physical 
examinations, and to provide such preventive health services as required in 
areas not serviced by other public health agencies. For this purpose we are 
requesting an increase of 14 positions. 

To meet the requirements of the accelerated medical programs for the devel- 
opment of standards, certification of airmen, aviation research, and environ- 
mental health will require a total of 107 positions and $1,292,500, including 
$360,000 for contractual research and equipment, and $300,000 for transportation 
and per diem expenses associated with indoctrination training of designated 
medical examiners. 


Mr. Boranp. This activity calls for the increase of 107 new em- 
ployees in 1961, making the total of 222 permanent positions, and 
the increase in dollars is $1,292,500. 

The justification here notes 2,500 medical examiners. Who selects 
the medical examiners? They are all non-Government physicians? 

Dr. Gopparp. All non-Government physicians. 

Mr. Botann. What do you pay them ? 

51632—60——66 
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Dr. Gopparp. Nothing, sir. 
Mr. Botanp. Who pays the cost of the examination ? 

Dr. Gopparp. The individual airman who seeks certification and 
goes to the designated examiner for physical examination bears the 
cost of this examination. 

Mr. Botanp. These physicians are told specifically what the medica] 
requirements are and airmen are certified or not on the basis of the 
qualifications given to the physician by the Agency ? 

Dr. Gopparp. Yes, sir; we provide them with a guide to medical 
examiners which assists them in determining whether or not the in- 
dividual is qualified. However, the final determination as to the 
individual's ability to meet the standards rests within the Agency, 
Every one of these certificate actions must be reviewed by our own 
medical staff. 

MEDICAL RESEARCH 


Mr. Botanp. I note that $360,000 of this amount is for contractual 
research andequipment. Will you explain that item ? 

Dr. Gopparp. Yes, sir. It is our feeling that much of the research 
which is needed can be more economically carried out through contracts 
with universities and other organizations with demonstrated com- 
petency in aviation medical research. 

Mr. Botanp. How many contracts do you have now with this type 
of institution ? 

Dr. Gopparp. We have three this fiscal year and additional ones to be 
let during the balance of the year. 

Mr. Botanp. Where are the three, and what is the cost ? 

Dr. Gopparp. One is with the Eye Research Foundation of Wash- 
ington, D.C., in the amount of $15,000. This is a supplement to a study 
of the runway lighting. There is a second contract with Johns Hop- 
kins University School of Medicine in the amount of $14,000, a study 
to lead to the development of a lateral ballistocardiograph, a highly 
technical piece of equipment designed to give us better predictability 
in evaluation of the heart of an individual. 

Mr. Botanp. How much was available in fiscal 1960 for this activity 
for research ? 

Dr. Gopparp. $250,000 for contractual research in fiscal 1960, 

Mr. Botanp. You are looking for $110,000 in addition to that in 
1961? 

Dr. Gopparp. Yes, sir. 


MEDICAL EXAMINATIONS 


Mr. Botanp. $300,000 for transportation and per diem expenses. 
Where do we spend this? 

Dr. Gopparp. This is being requested to provide for transportation 
and per diem to provide training for the designated medical examiners. 

Mr. Botannp. Where are they trained ? 

Dr. Gopparp. They will be trained in seminars held in the regions at 
universities and medical schools and hospitals. 

Mr. Botanp. Who pays for the training ? 

Dr. Gopparp. We will provide the training team. They will, in 
effect, have to close up their office and spend 3 or 4 days in training. 
This, sir, is the location of our existing designated medical examiners 
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throughout the United States. We will have a problem in terms of 
establishing places where they can come for these brief sessions. We 
feel this to be a very important activity in raising the proficiency of the 
examiners. 

Mr. Botanp. Are there any questions on this medical subject? 

Mr. Yates. Does the cost vary from doctor to doctor for the 
examination ? 

Dr. Gopparp. The fees are not set by the Agency, sir. It is a mat- 
ter of local practice. In general, they are $15 for a class 1 examina- 
tion, $10 for a class 2, and $5 for a class 3. We do not set those fees. 

Mr. Botanp. I would like to get the graphs in the record which are 
in this publication on the yearly deaths from all causes, U.S. males, 
yearly deaths from heart disease for U.S. males. Would you be able 
to put that in for the information of Mr. Yates? 

Dr. Gopparp. If you so wish, I will provide you with copies suit- 
able for inclusion in the record. 

Mr. QuesaApa. Will that include these graphs, since he specifically 
asked for that? 

Dr. Gopparp. Yes, sir. 

(The information follows :) 


WHEN’s A Prior Too Orp To Fiy? 


By proposing a retirement age and an age limit for checkout as jet 
captain, FAA turned the spotlight on aviation medicine’s hottest 
issue. Although the new rules will apply only to airline pilots, the 
reasons behind the proposal affect every pilot. 


If FAA’s proposed pilot age limits become part of the CAR (and there’s 
slim chance they won’t), a pilot will have to retire from airline flying at 60. 
To qualify as a captain on turbojet airliners, he’ll have to check out before his 
fdth birthday. 

Asked why these proposals are limited to airline pilots, FAA officials told 
Business/Commercial Aviation the basic question is one of public safety. Air- 
line passengers, they pointed out, can’t choose the pilots they fly with. A 
passsenger on a business or private plane, on the other hand, does have a choice. 
The rules are proposed only to safeguard the traveler who buys an airline 
ticket. But the reasons for these rules apply equally to business and other 
general aviation pilots. For this reason, business pilots and top management 
should weigh very carefully the evidence for and against these proposed age 
limits. 

The case for retirement at 60 is shown in the two curves giving the death 
rate of the U.S. male population by age (below). Both the death rate from 
all causes and that from heart disease show a rise that begins near age 40 
and steepens greatly after age 60. These figures apply to pilots, who are not 
as exceptional as you would think FAA officials argue—a pilot’s work is es- 
sentially sedentary, like that of most of the male population. 

After 60, a pilot faces an ever-growing risk of sudden death or incapacity 
especially from heart disease. Physical exams are of limited help in measuring 
how great the risk is. A pilot can get a clean. bill of health on his medical exam 
one day and have a heart attack the very next day. 

Most of the opposition to FAA’s retirement age limit has come from ALPA. 
The pilot’s union argues that a man’s chronological age and his functional 
age are often quite different, that this difference varies in the individual, and 
that “existing regulations already provide compulsory retirement for a pilot who 
cannot meet current standards whether this occurs at 20, 30, 45, 60, or 65.” 

FAA doesn’t deny the difference between chronological age and functional 
age, but since physical exams cannot weed out potential heart disease cases, 
FAA feels an arbitrary age limit must be set. 

The case for requiring checkout as pilot in command of turbojet aircraft 
before age 55 requires an understanding of the aging process. The body begins 
to deteriorate sometime after maturity. Once begun, this physical deterioration 
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continues unrelentingly until death. Medical science puts the major blame for 
this process on arteriosclerosis—a hardening of the walls of the arteries, This 
restricts the flow of blood, very much as the buildup of scale and rust inside 
water pipes reduces the tlow of water through the pipes. As a result, less blood 
reaches the brain and other organs. They, in turn, become less eflicient. 

The whole process is a gradual one, but it can be measured in terms of changes 
in individual sensory functions. For example, the ability to see dim lights ip 
the dark decreases with age. The loss of dark adaptation is noticeable at ages 
40445. Hearing also declines, in measurable quantities, with age. 

While the decline of individual sensory functions is measureable, measuring 
the effect of such a decline on a pilot’s flying ability is quite a different story, 
Dr. Ross A. McFarland, Harvard School of Public Health, points out in the 
Journal of Aviation Medicine that in civilian flying “dark adaptation is destroyed 
by the bright lights at airports for all pilots.” Pilots with medium hearing losses 
often develop an ability to hear selectively through background noise (engine 
noise, for example) so that their hearing in the cockpit is as good as that of a 
normal person. 

EXPERIENCE BALANCES SENSORY LOSSES 


Balanced against the slowing down of sensory functions is the increase of 
experience and judgment with age. Dr. McFarland cites the results of studies 
of automobile drivers. Driving skill includes steering coordination, braking 
reaction-time, and sensitivity to glare. After we pass 30-35 years, says Me- 
Farland, each of these skills decreases as we get older. Steering coordination, 
the most complex skill of the three, declines more slowly than the other two. 
This suggests that “decline in skill may be retarded by an age-experience factor.” 
In fact, if you combine several measures of driving ability for a composite “good 
driving” score, “a general increase in competence with age is apparent.” 

If we were to weigh the evidence for a 55-year limit on jet checkout at this 
point, the facts would clearly be in favor of no limit. What tips the scales in 
favor of a limit is essentially a medical version of the old saying, “You can’t 
teach an old dog new tricks.” Studies made at Cambride University, England 
showed that it takes longer for older people to learn new, complex skills and to 
solve complex problems. 

“In new situations,” explains McFarland, “the central nervous system receptor 
mechanisms concerned with organizing verbal or visual material operate less 
efficiently in the older person and require stronger ‘signals’ or more time to 
relate the new data to relevant material in past experience. 
appear as early as at 35 or 40 years * * *. 

“If older persons are allowed to deal leisurely with incoming problems, 
there is less likelihood of their becoming muddled. They should not be placed 
on jobs requiring continuous rapid action, but they are particularly well suited 
for operations that demand a high degree of accuracy, since their deficiency 
in organizing new material is often more than offset by gains in quality and 
accuracy of performance once the material is assimilated.” 

These facts are especially significant for jet flying. Pilots who fly the fet- 
liners admit that these planes are simpler to operate. They add, however, that 
this statement may be deceptive, for corrections on a jet must he made earlier 
and changes take only half as long. There’s a greater premium on reaction 
time and mental alertness. For example, a 2-second delay in pulling a 707 or 


Such changes may 


DC-8 off the runway on takeoff can result in 20 to 25 percent loss in initial 


rate of climb. And the aircraft will have rolled more than 500 feet down 
the runway. 

The flying characteristics—and especially the speed—of the jets impose new 
demands on checkout training. Don Kinkel, Pan Am’s Pacific Division chief 
pilot, found this out when he flew 797’s over the Atlantic. “The jet.” he told 
B/CA. “demands a whole new organization of thonght. Its requirements must 
be met far in advance. A pilot-has to start all over again, shake himself loose 
from old habits and rid himself of the mental block which often comes because 
of the size and speed of the jets.” 

A concrete example comes from a senior AAT. captain who just finished his 
707 checkout. On his practice approaches. the 707 would get into a dutch roll. 
“When that hannens on a DC-6 or a DC-7, you bring the high wing down and 
the roll stons.” he told B/CA. “But when I did the same thing on the 707, 
the rell only got worse. 

‘“What’s hapnening is that by the time vour reaction is translated into move- 
ment of the plane, the wing that was high is now low. So, you're steepening 
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the roll. You have to learn to do just the opposite of what you’ve been doing 
on the piston planes—dip the lower wing—and the roll damps out right away.” 

Transition to jets demands exactly the kind of learning that comes harder 
the older you get. Jet flying puts a premium on a pilot’s ability to perform com- 
plex tasks, speedily and under stress; yet this is precisely the kind of ability 
that declines with age. The case for having an age limit for checkout as a jet 
captain seems pretty clearcut. The big difficulty is choosing the exact age 
limit. 

Here, again, we run into those who argue that chronological age and func- 
tional age are quite different. 

FAA officials admit the distinction is valid, but point out that there’s no 
known way of determining by medical exams and proficiency checks when 
a pilot is functionally too old to fly a jet. 

Both the use of a single age limit and the choice of 55 years as this limit 
are, admittedly, arbitrary. FAA medical authorities concede the choice of 55 
years is based on “clinical judgment’”—not on medical research. They plan to 
remedy the lack of research data and have already got some projects in the 
mill. Trouble is, these will take a long time; you have to follow the case history 
of selected individuals over a long period—say, around 10 years. The results, 
when they are in, may offer some help in adjusting the age limit up or down 
a little. But FAA medical officials don’t hold out any hope that the results of 
these tests will be any help in substituting individual disqualifying tests for a 
common arbitrary age limit. 


OLDER PILOTS TAKE LONGER TO CHECK OUT 


Although there’s too little information to be completely conclusive, the experi- 
ence of airlines with jets tends to bear out the 55-year limit. The older a pilot 
is, the longer he takes to check out on a jet (see graph). Most of the jet 
transition ““washouts” are pilots over 50. (In the airline whose training results 
are shown in the graph, all five “‘washouts” were over 50.) 

FAA Deputy Administrator James T. Pyle summed up FAA’s case for setting 
the new age limits this way: “If there’s a tie, it has to be decided in favor of 
safety.” 

(This article was written by: William G. Osmun and Chuck Banfe, editor and 
west coast editor, and appeared in the magazine entitled: Business/Commercial 
Aviation, August 1959.) 
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CENTRALIZED TRAINING PROGRAM 


Mr. Botanp. Next is “Centralized training program.” Put pages 
171 and 172 in the record. 
(Pages referred to follow :) 
Program justification 


Ss 


| 
| 
1960 base | 1961 appro- | Difference 
for 1961 | priation | 
SSS SS _ — — Eee cal ns 
RI CIO cts i ontomnncecaubeeeoecannneadues 100 | 124 | +24 
ne $2,746,700 | $3,803,900 | +$1, 057, 200 


This activity covers the technical training of inspectors, specialists and ad- 
visers in order to keep them abreast of all new developments and techniques 
in the aviation industry, standardizing their methods and procedures in perform- 
ing job functions and maintaining their technical proficiency. The increased 
complexity of today’s aircraft, the wide range of techniques used by individual 
manufacturers to perform the same basic function, and the rapid changes in the 
industry will no longer permit inspectors to maintain an authoritative knowl- 
edge of all aircraft which they encounter in performing their day-to-day 
duties. These factors necessitate the need for conducting an Agency training 
program for specialized technical personnel. 


1961 NEW PROGRAM 


Workload, $1,057,200.—During 1961 increased emphasis will be placed upon 
the training program, conducted at the Aeronautical Center in Oklahoma City, 
for the purpose of keeping flight operations and airworthiness personnel current 
With new aviation developments, to maintain technical proficiency, and to 
standardize methods and procedures of inspection techniques. Emphasis will 
also be given to pilot type-rating certification and refresher training of inspector 
personnel in modern aircraft; and additional proficiency and refresher training 
is planned for technical personnel in schools of higher learning. 

In the area of in-service training, 86 additional classes will be scheduled 
for indoctrination, qualification and proficiency development. A number of new 
courses must be developed to maintain pace with industry, including engineering 
flight test procedures in turbine-powered and rotor-wing aircraft, pilot proficiency 
in operational procedures of business-type turbine-powered aircraft, procedures 
and techniques in flight testing of aircraft simulators, three courses in jet 
aircraft electric systems and controls, and a familiarization course on jet trans- 
port powerplant installations and attendant controls. To carry out the expended 
training program, an increase of 24 instructor positions and $310,000 is requested 
to conduct training courses; and $101,200 will be required for transportation 
and per diem costs associated with the increase of 450 employees to be trained 
in 1961. The planning, administration and evaluation of Agency training pro- 
grams conducted for employees in technical, supervisory, instructor and man- 
agement areas is carried out under a central training function. 

Personnel who are engaged in the testing and monitoring the skill and compet- 
ency of pilots and flight crews must, themselves, be qualified and maintain a 
high level of pilot skill in heavy aircraft. Following completion of prerequisite 
courses at the Aeronautical Center, certain specialists and inspectors must be 
trained for pilot type-rating certification in piston-powered, turbine-powered and 
helicopter aircraft. Recommendations are being made for the purchase of new 
modern types of aircraft for training purposes; however, delivery of these air- 
craft may not be expected in 1961. Therefore, flight time for qualification and 
refresher training must be obtained by rental and use of available training air- 
craft. For this purpose an increase of $564,000 is requested for rental and com- 
inercial aircraft, and $63,000 for flight costs to provide 2,120 additional flight 
hours in FAA aircraft based at the Oklahoma City training center. 

There is a requirement to train a nucleus of 45 inspectors in the essentials of 
aircraft accident investigation; 14 inspectors need be trained in agricultural 
aviation problems and procedures; and 14 engineers with advanced technical 
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training to cope with new designs and new problems associated with STOL and 
VTOL aircraft, supersonic transports, new propulsion systems, and new equip- 
ment being developed by military and industry. None of this specialized train- 
ing is available at our in-service center but must be procured through short- 
term courses at colleges, universities and industrial plants. The additional 
cost of this training is $19,000. 

A total increase of 24 positions, financed for an average of 6.5 months’ em- 
ployment, and $1,057,200 is being requested for training activities. 

There follows a comparison of flight-hour and aircraft requirements for 1960 
and 1961 for flight training of inspector personnel : 





Flight-hours 1960 1961 
FAA aircraft... 4.570 | 6, 690 
Rental aircraft... 3. 861 5, 135 
Total flight-hours___- 8, 431 11, 825 


——_ —a — a a ———— — - — — ———— ————_— 


Mr. Boranp. This is an increase of 24 personnel, making a total 
of 124, with a dollar increase of $1,057,200. This app: rently is the 
activity which actually gives refresher training to your inspecting per- 
sonnel. I presume this is a necessity because of the many changes. 
Iam glad to note that this answers one of the criticisms of the ALPA 
that inexperienced personnel were being used as inspectors by FAA 
and under this Government aviation inspectors will be provided with 
proper qualifications, this is what you are doing here is that right # 

Mr. Purnam. Yes, sir. 

Mr. Qursapa. May I comment on that? We made no pretense at 
being perfect. As a matter of fact, I will say very frankly we have a 
long w: vy to go to even approach a high st: undard of safety within our 
own activity. Let me give you an ex: umple. 

Our inspectors are in intimate and daily contact with the flight 
crews. They are just as human as the flight crews; no more and no 
less. We pull some boners. Sometimes we lack diplomacy, sometimes 
we lack force, sometimes we lac : knowledge of the law. We do pull 
some boners, like everybody else, just like the pilots. We are at- 
tempting to improve ourselves. This is absolutely essential. 

At the same time we are sending our fellows down to our school 
to improve their flying skill, and when they are being subjected to 
the same rigidity of tests that we are subjecting the flight crews, we 
are going at the same time to subject them to some instruction by 
highly qualified people who can explain to them the law, who can 
explain to them the processes of being reasonably diplomatic, the proc- 
ess of avoiding arrogance, the processes of interrogation and search 
for facts. We have a long way to go and I tell the committee very 
frankly we are aware of it and we are trying as hard as we know how 
to overcome our deficiencies. 

Mr. Bortanp. How many of the 124 are instructors, teachers, new 
teachers ? 

Mr. Putnam. In 1961 there are 12 instructors and 12 clerical in the 
24 increase. 

Mr. Botanp. Where are they all located ? 

Mr. Putnam. Oklahoma City. 

Mr. Boanp. Are there any questions? 

Mr. THomas. This is the cost of maintaining the school in Okla- 
homa City. Are you spending any of this money outside of Okla- 
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homa City? I notice in your justifications you are sending some of 
them to outside universities. If so, what part and what number? 

General Hurron. We have tuition costs of $25,000, including $19,- 
000 for training of aviation accident safety specialists at the Univer- 
sity of Southern California. 

Mr. Tuomas. Do they all go to the University of Southern Cali- 
fornia? 

General Hurron. Yes; we chose that school because of its experi- 
ence. 

Mr. THomas. You chose no other university except the University 
of Southern California ? 

General Hurron. No, sir. 

Mr. Tuomas. What is the period of instruction ? 

General Hurron. Eight weeks. 

Mr. Tuomas. You pay them per diem and transportation cost as 
well as the cost of the university ? 

General Hurron. Yes, sir. 

Mr. THomas. How many trainees do you have ? 

General Hurron. We are planning on sending 45 to the university; 
some this fiscal year and some next fiscal year. 

Mr. Jonas. General, I would not worry too much about criticism 
from the people you are inspecting. I have tried a few lawsuits in 
my life, and sometimes a judge made a decision that I thought was 
incorrect and I have seen some practicing lawyers that I thought knew 
more law than the judge on the bench. Some of us do not even agree 
with some decisions of the Supreme Court. You will find it is natural 
for people who are being inspected to say that the fellow inspecting 
them does not know as much as the one being inspected. 

Mr. Quesapa. We understand that, sir. 

Mr. Jonas. You keep right on and continue investigating. 

Mr. Yates. That is right; we are in favor of inspection. 

Mr. Quesapa. It is an occupational hazard. I am trying to let you 
know we must improve, just as we are trying to have others improve, 
and to indicate to you that we are no less human than anybody else, 
We are able to stand this criticism. This is part of our duty, I suppose. 


Sarety REGULATIONS 


Mr. Botanp. We shall insert pages 173, 174, and 175. 
(The pages referred to follow :) 


Program justification 


1960 base 1961 appro- | Difference 
for 1961 priation 





or 


Permanent positions_- : a ‘ | 25 SS | ccc cccackeue 
Amount. ._-. hee SJ = sea ee $247, 900 $250, 700 +-$2, 800 








This activity involves the development of policies, procedures, and instructions 
for the processing of regulations relating to the safety of flight of civil aircraft; 
and, coordination of the development of all safety regulatory material, except 
that relating to mental and physical fitness, and air traffic rules, standards, and 
procedures. 
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The requested increase is solely for the Government’s concribution for those 
employees eligible to participate in the employee health insurance program 
effective July 1, 1960, amounting to $800 for restoration of supervisory and field 
inspection travel in the amount of $2,000. 


Program justification 





| 

| 1960 base | 1961 appro- Difference 

| for1961 | priation 
————— ee ee —| 
SED EN i dedcenninesancindenineknninbennsaaneaumewne | 112 | BEE Tcasecn Sairelns 
PE naeerwetsapagqrengauseyseenecesebessseyasueccasess | $719, 200 $723, 400 +$4, 200 


’ | ’ 
—_—_——o eee ee ee 





This activity has responsibility for the development and administration of 
policies, standards, and procedures for the aeronautical knowledge examination 
program for certification of all airmen and ground instructors; development of 
required examinations, study guides, and related instructional material ; issuance 
of airman certificates; and registration of civil aircraft and recording of con- 
veyances affecting title to U.S. civil aircraft and components. 


1961 NEW PROGRAM 


The total increase is for the Government’s contribution for the employee health 
insurance program, 
Program justification 











1960 base 1961 appro- | Difference 
| for 1961 priation | 
| 
ae a na a oman hme aoe 5l TA can eae 
Amount. ...--- oa Jaa Ftce aoe ee eT $710, 300 $931, 900 | +-$221, 600 


| } | 
| 





This activity consists of the Office of the Director of the Bureau and staff 
positions required for the overall planning, direction, management, and evalua- 
tion of Bureau activities. 

1961 NEW PROGRAM 


Personnel relocations, $200,000.—The Washington headquarters activities of 
the Federal Aviation Agency will only include those functions necessary for 
the overall direction, planning, and coordination of the Agency’s programs. 
Studies are currently underway to determine those activities which do not meet 
these criteria and, therefore, could be located away from the central head- 
quarters to take advantage of lower rents and other benefits. Although the 
study will not be completed for several months, it is anticipated that some 
decentralization of Washington headquarters functions and realinement or re- 
vision of fixed activities will be recommended which will involve the relocation 
of some of the Agency’s employees. For this purpose the estimate for 1961 
includes a total of $200,000 under this activity to provide for relocation costs. 

The balance of the requested increase also includes $1,600 for the Govern- 
ment contribution for those employees eligible to participate in the employee 
health insurance program effective July 1, 1960, and $20,000 for supervisory and 
field inspection travel to restore the amount of the reduction made necessary 
by the 1960 limitation on travel expenditures. 


Mr. Botanp. 173 deals with safety regulations, and apparently the 
standards and the procedures are evaluated and developed by this 
particular activity, are they not ? 

Mr. Purnam. Yes, sir. 

Mr. Botanp. Are there any questions ? 

_ Examination and records, no increase in personnel, $4,200 increase 
in dollar amount, all attributable to the health insurance program. 
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Page 175 is direction and evaluation. This apparently applies to 
all of the Bureau’s activities. What do they evaluate? 

Mr. Putnam. This includes the Office of the Director and his im: 
mediate staff, which consists of an operations evaluation group and 
program management group. 

Mr. Botanp. There is no increase in personnel, there is an increage 
of $221,600 in dollars. 


STAFF AND SUPPORTING SERVICES 


Next is staff and supporting services, and we shall insert page 176 
and 177 in the record. 
(Pages referred to follow :) 


Program justification 


anecemenntpuiineinie, 


196) base 1961 appro- Difference 
for 1961 | priation 
aa ieeiplinitieadchilaiptiieieemadices ‘ ee — ‘a said intincadedmaee es 
a s 429 513 | +84 
III Se BO ck Sika chedcsh wbekeee sbanedeace $3, 739, 800 $4, 381, 500 +-$641, 700 





This activity represents a consolidation of those functions dealing with the 
direction and control of programs and policies; coordination of internationa} 
civil aviation programs; legal services; management improvement; budgeting; 
financial reporting; accounting for funds; payrolling of employees; personne 
activities ; training management; security ; and other services of a general house 
keeping nature, including mail] distribution, printing and duplicating. In addi- 
tion, this item provides for headquarters space costs, administrative supplies, 
communications and telephone expenses at regional and Washington headquar 
ters operations. 

1961 NEW PROGRAM 


Workload, $641,700.—The programs categorized under this activity are wholly 
financed under the expenses appropriation. The basic services performed by the 
various program units extend to all Agency operations including those programs 
funded under “Expenses” as well as establishment of air naviation facilities, 
grants-in-aid to airports, research and development, and National Capital air 
ports appropriations. 

In addition to normal workload requirements associated with Agency growth 
the requested increase makes provision to strengthen FAA overseas activities by 
the establishment of four civil air attaché-type offices at selected locations in U.8. 
embassies, in order to fulfill the considerably greater international aviation re 
sponsibilities created by the Federal Aviation Act of 1958. Workload formulas 
are used for determining staffing needs in a number of operations, such as pay- 
rolling, accounting, and auditing. In those areas where the work performed is 
primarily of a nonrepetitive nature the determination of manpower requirements 
is based on workload trends, past performance and the continuing processes of 
streamlining procedures or instituting new methods as workload volume in- 
creases, in an effort to assure economical and effective utilization of personnel. 
In the past these factors have been used to maintain a reasonable balance in the 
growth of staff and supporting activities. This estimate provides for personnel 
and supporting costs in relation to the additional workload to be generated by 
additional activities in the operating programs. 

The total increase being requested under this activity amounts to $641,700, 
which will provide 84 additional positions in staff and supporting services and 
other necessary expenses of headquarters operations. 

This increase includes $20,300 for the Government contribution for those em- 
ployees eligible to participate in the employee health insurance program effective 
July 1, 1960, and $8,800 for supervisory and field inspection travel to restore the 
amount of the reduction made necessary by the 1960 limitation on travel expendi- 
tures. These amounts represent the proportionate share of total funds requested 
for these items in the 1961 estimate applicable to this activity. 
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Mr. Botanp. You are asking for 513 people, an increase of 84 

ple, and an increase in dollars of $641,700, making a total of 

381,500. 

[ think the chairman on the first day made reference to the four 
civil air attaché officers. Where are they going to be outside of the 
United States? Are they going to be located in U.S. embassies? 

Mr. Pyte. I will have to furnish those. I think I know them, but 
we had better make them accurate for the record. We did not bring 
them up here this morning. 

(The information follows :) 

Location of four civil air attaché-type offices to be located in U.S. embassies: 
Lebanon, Beirut; England, London; Brazil, Rio de Janeiro; Japan, Tokyo. 

Mr. Botanp. Are there any questions on this particular activity ? 

Mr. Tuomas. This is staff services, District of Columbia and in the 
field. It looks to me as though they are topheavy there by at least 
the increase. 

Mr. Dean. This is the prorated share of the total overhead activity 
of the Agency assigned to the flight standards program. We have a 
full overhead cost in the Agency which is allocated among four pro- 
grams which we have reviewed. These are the traffic management 
and facilities maintenance program, the flight standards program, the 
administration of the airports program, and research direction pro- 
gram. The ratio of overall overhead people between Washington and 
the field is approximately one-half in Washington and one-half in 
the field. 

Mr. Tromas. It still adds up to about 12 percent of your people 
here doing housekeeping and administrative work, which is too 
many. Explain it tous. 

Mr. Dean. Yes, sir. We assign the total overhead cost of the 
Agency to carry all appropriations to the four functions. 

Mr. Tuomas. You have three or four other bureaus beside Mr. 
Putnam’s here. 

Mr. Dean. Let me start and explain how it operates from the 
beginning. 

The total for overhead for the Agency is $26,874,000, which amounts 
to 3.54 percent of total estimated obligations. That is broken down: 
$21 million to traffic management and facilities maintenance; $4 mil- 
lion to flight standards; $791,000 to the airport program; and $303,000 
to research direction. This overhead supports the entire Office of the 
Administrator; the Office of Plans and Requirements; the General 
Counsel’s Office: the Office of Management Services; the Office of 
Personnel and Training; the materiel functions in the sense of pro- 
curement and property management; and various interfunctional 
costs. 

Mr. Tuomas. How many public relations people are assigned to 
your Agency ? 

Mr. Dean. The entire public relations staff for 1961 would be 24 
positions. 

Mr. Tuomas. Tlow many are charged to this Bureau ? 

Mr. Dean. One. 

Mr. Tuomas. Excuse me, Mr. Boland. Go ahead. 

Mr. Yares. May I ask a question ? 

To whom will your civil air attachés be responsible? 
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Mr. Pye. Tothe State Department. 
Mr. Yates. And what will their relationship be to you? Would 
they be paid by you? 

Mr. Dean. An agreement has been reached with the State Depart- 
ment under which the State Department will finance the attaché 
program. 

Mr. Yates. This is just a temporary budget item, then ? 

Mr. Dean. We undertake the responsibility for recruiting and 
training these people to take over. 


ANALYSIS OF EXPENSES 


Mr. Botanp. We shall insert in the record at this point page 186 
of the justifications, “Analysis by object.’ 
(The page follows :) 


Analysis by object 


There follows an analysis by objective classification of the requirements previ- 
ously discussed under ‘‘Program justification.” 


} 1960 
ae ‘ - ienietiens 1961 appro- 
priation 
Appropri- | Base for 

ation | 1961 } 

Ee sieht alieeiad 3, 585 3, 585 4, 359 
Personal services 

Permanent positions.........- hive ATS sae $24, 957, 736 $27, 253, 956 | $30, 339, 256 
Other positions sb ciaiitindadna int tated axanamuneil ele ea 46, 664 47,899 | 47, 899 
Total personal services............-- Fe lalent as letenicediebomascecth 25, 004, 400 27, 305, 855 30, 387, 155 

Other objects | 
ee eet ee mee / 2, 215, 710 2, 589. 122 | 3, 614, 929 
Transportation ofthings.........<.. co : 293, 330 283, 989 | 870, 934 
Communication services.................. nine 342, 054 | 359, 029 380, 611 
Rents and utility services_.......-- ; 1, 078, 870 | 1, 480, 376 1, 604, 741 
Printing and renroduction__......._- 183, 970 183, 970 232, 465 
Other contractual services ; sai 2, 059, 960 2, 003, 572 | 3, 568, 969 
Services performed by other agencies... ; 517, 515 330, 689 | 349, 705 
Supplies and materials. a —_ 2, 036, 689 2, 036, 689 2, 836, 164 
ct ‘ sins : + Sais 626, 526 | 607, 123 1, 222, 614 
rants, subsidies, and contri butions. _- pamieia 1, 509, 717 1, 672, 639 1, 882, 761 
T: axes and assessments_.......-- eer ae eet 26, 759 26, 447 27, 452 
| | oe 
Total, other ohjects Sa acaarcaee |} 10,891,100] 11,573,645 | 16, 591, 345 
Deduct charges for quarters and subsistence. _._------- 1, 500 1, 500 1, 5300 
Sn I o cecebbumbusamund 35, 894, 000 38, 879, 000 46, 977, 000 


Mr. Botanp. I note in 1961 the total requested for “Other objects” 
is $16,591,345 as compared to $10,891,100 for 1960, an increase of al- 
most $6 million. 

TRAVEL 


The travel goes up by about $1 million. What is the reason for 
that ? 

Mr. Harper. The first item of increase is planning and supervision, 
and that is to provide for additional employees in the Washington 
office. This includes the aviation medical program. There are 88 
people involved in this increase and that is the travel for these people. 

The next item of increase is in relation to the increase of approxi- 
mately 338 technical personnel, for which there will be additional 
travel requirements. Many of them are in the field. 
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The next item of increase is for students to the aeronautical center, 
as we pay a per diem and travel costs to the aeronautical center and 
back. 

The next item is for employee transfers, oversea rotations, and bien- 
nial leave. 

Mr. Botanv. How often are they rotated ? 

Mr. Harper. Approximately every 2 years at oversea locations. 

Mr. Botanp. Do you rotate your inspection staff too ? 

Mr. Quesapa. No, sir. There has been a tendency to keep the in- 
spectors in a certain location almost permanently. 

Mr. Botanp. Do you like this? 

Mr. Qursapa. No, sir. Weare changing it. There is a human ten- 
dency—and this applies to all people—to become attached to those 
who are being inspected, and that is not for the good of the service. 

Mr. Botanp. The inspectors do not like this? 

Mr. Quesapa. Some do not, but they see our point and do not ob- 
ject too much. 

RENTS AND UTILITY SERVICES 


Mr. Botanp. For “Rents and utility services” there is an increase 
of approximately $600,000. What is the reason for that? 

Mr. Harrer. That is on page 192. The big increase is for data 
computer equipment at Oklahoma City. 

There is an increase for hangars and shops, for six new minor air- 
craft repair facilities as it is too costly to ferry aircraft back to the 
main bases. 

For domestic and foreign district offices there is an increase for 
rental of new offices, particularly at places where GSA will pick up 
the rent after the first year. 

The increase in staff and supporting services is for the rental of 
equipment in Washington and Oklahoma City and the first year rent 
of space. Again we are picking up the first year and GSA will pick 
itup from then on. 

OTHER CONTRACTUAL SERVICES 


Mr. Boranpv. In “Other contractual services” there is an increase 
of $1.5 million. Why the large increase there? 

Mr. Harper. As indicated, on page 194, the big item of increase is 
for the hire of aircraft. This is for the training of inspectors in 
heavy aircraft, primarily. There is also an item of $148,500 which is 
for the employee health program. 


SUPPLIES AND MATERIALS 


Mr. Botanp. For “Supplies and materials” there is an increase of 
$800,000. 

This is for gas and oil? 

Mr. Harrver. That is the primary item in that increase. 

Mr. Boranp. Any questions on that? 

That winds up flight standards, Mr. Chairman. 

Mr. Tuomas. Will you be good enough to look into the outlying 
bases, a couple in Alaska and Hawaii, and the housing problem in 


Alaska ? 
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Mr. Osrerrac. Before you get into that, Mr. Chairman, may I 
ask one general question with regard to a cost which is spread through- 
out the budget ? 

Mr. Tuomas. Go ahead. 


EMPLOYEE HEALTH PROGRAM 


Mr. Ostertac. That has to do with the new obligation for health 
benefits for all the employees. Generally, do you have any notion 
as to the percentage of employees that are figured under this? How 
do you determine how many to provide for? Is that 100 percent? 

Mr. Harrer. We based our estimates on $50 a person and anticipate 
an 80-percent participation. We may be low on this. 

Mr. Tromas. Other agencies are basing it on 95 percent. 

Mr. Harrrr. We computed ours on 80 percent. 

Mr. Osrerrac. You have budgeted the amount based on 80-percent 
participation ? 

Mr. Harper. That iscorrect. $1,662,000 is our total requirement. 

Mr. Dean. We have been very conservative in this, as we have as 
to other parts of the budget. As Mr. Thomas said, the 80 percent is 
lower than other agencies have generally estimated. 

Mr. Osrertac. Of course it has to be paid, whatever it is. So if that 
is not enough you will have to come back and ask for more money, 


ISTABLISHMENTS OF AiR NAVIGATION FACILITIES 
Hovusine, Urinirimes, anp MISCELLANEOUS 


Mr. Botanp. We will now look into the second volume, page 1174, 
“Tlousing, utilities, and miscellaneous.” and we shall insert at this 
point in the record pages 1174 and 1175. 

(The pages follow :) 


A. CONSTRUCT AND FURNISH LIVING QUARTERS 


(1) Construct and furnish 10 living quarters in Alaska at an estimated cost 
of $675,700. 

The most significant factor in the high rate of personnel turnover in Alaska 
is the lack of suitable housing. There is little housing available in the small 
communities and that which is available is substandard. Furthermore, poor 
roads and the lack of nearby communities with adequate housing makes commut- 
ing impossible. 

To alleviate the current housing problem, this item provides ten 3-bedroom 
units at six locations where family quarters are most urgently required. The 
housing needed for staffing additional proposed facilities is included as part of 
the cost of establishing such facilities. 


(a) Housing construction, 10 units, $595,800 


This item will provide for the construction of ten 3-bedroom housing units, in- 
cluding site preparation, access roads, utility connections, and engineering and 
supervision. 
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_ 
Location | Number of Cost 
units 
Se ene estncocihnss Wikio mncbe tonite dcaenesiionpretennte " 2] $124, 600 
Galena. @e-<o°-- --<- we nn ww on oo on oo ee een econ en esnees= 2 123, 600 
Guikana...-.----- ara are ee Ee Oe ee ele Dae oo ] 1 46, 700 
Gustavus ftintira went a a openssl totes aoc saiephatenahaensit dt Wi wiliaae ddtchnas tdirintoeel 2 | 113, 100 
Moses Point -.--.------------------------------------------------------------| 2 136, 000 
Summit. ------ cee 7 renee upkadaenen sc eealonteebeaid te dratacanphict eat 1 | 51, 800 
Total — At tide ednmmrg an ss cnt i shih ots es cs eect Gs cn ln av Ga Sim eset Sabine - 595, 800 
Estimated total cost | — 
Engineering ; numbed Sn cnlhaatetanaiales ES d | 67, 600 
Construction 7" ss cteanp lio a . a Skee 528, 200 
ad et ‘ pi ee eS BS eo pea ew 595, 800 


(b) Furnishings and initial oil supply for 10 units, $47,500 

This item will provide the essential household furnishings which will reduce 
transportation costs when employees are transferred. Also included are funds 
for the first year’s supply of fuel oil. 


Estimated unit costs 


— — ————— _ — - — 


Location Number of Cost 
units 

thel_..- = ‘i : peed apes 2 $9, 400 
Senn. _— 2 9, 400 
Gulkana. -.--- l 5, 000 
Gustavus. - 2 | 9, 000 
Moses Point 2 10, 000 
Summit ---- l 4. 700 
Total 47, 500 


(c) Central utility plants for eight units, $32,400 


Included under this item are funds needed for enlarging central water and 
sewerage plants to increase their capacity so the new buildings can be served by 
these facilities. The existing utility plants are adequate to service the proposed 
housing units at Gustavus. 











Location Number of Cost 

units | 

} 
Bethel.......-- . Z, Lasuiubamasse 2 | $5, 100 
Galena. --- ss wices cna ccsartrefec nies was al @haies Des ook rh oh esses Setnie Ra a 2 | 7, 200 
a ia alia oe a eri sl atimash nia apennaragas a aeaarcioes nh ieianndnn iacninnedbe 1 | 2, 200 
Moses Point Siar ia 2 | 8, 800 
_ a 1 | 9, 100 
Ton irsnsapcitacorsiny tote oceans iriucvesekesicine } 32, 400 
| = == 

Estimated total cost: | | 
Engineering Ss a alla cca natin cieeleads Nabe deopieein aki | 2, 900 
I hee nc oe aeedakandaneel bedeka "| 29, 500 
i is aici cabanas rcs nie es Red duces qccientgkweeebaudwwalasmannenmies 32, 400 


Mr. Botanp. This specifically deals with the construction and fur- 
nishing of living quarters. 


51632—_60———_67 
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| 
ALASKA HOUSING 





There is an item of $675.700 to construct and furnish 10 livi Ing quar- | 
ters in Alaska. That makes each unit cost $67,570. What is the | 
justification for such a tremendous cost per unit 4 

Mr. Trerets. As you recall, last year the committee instructed FAA 
to keep a ceiling on our housing in Alaska at $50,000. We have done 
this by cutting down on the as area from 1,130 square feet to 919 
square feet. by eliminating one bedroom and putting in two-bedroom 
homes. QOn this basis we will be able to hold to that ceiling in the 
1960 program. 

Interestingly enough, in Alaska as elsewhere, I think a two-bedroom 
house restricts the rec ae you can do in certain areas. Further- 
more I recently reviewed the | vids on one of the 1960 estimates in one 
of the isolated places where it is necessary to water-barge in the ma- 
terial for the houses, and the bids in this particular location, by use 
of pref: abricated, precut, or on-site houses, including engineering and 
supervision, all exceeded the $50,000. This occurs at most of the 
locations off the beaten path. Most of these isolated places we have 
to install generators for power, provide all utilities, and the total 
community services. 

On the other hand, in places located on the rail belt and highways, 
the prices are not quite as high. 

My point is that we will stay within the $50,000 ceiling in the 1960 
program by going to two bedroom homes, and going to pre fabricated 
and precut houses which have a shorter life than those engineered | 
and built on the site. 

In this 1961 estimate we would like to go back to the three-bedroom 
house because of our personnel requirements, and when we do it at 
such places as are in this estimate, the prices indicated are based on 
our experience and on the experience of other Government agencies 
with which we have made comparisons. In this estimate we ask te 20 
back to the 1,150 square feet and three-bedroom houses rather than the 
two-bedroom houses. 

Mr. Bou AND. ] note there is a high rate of personnel turnover. How 
high is it in Alaska ? 

Mr. Pyie. 38.9 percent. 

Mr. Botanp. Any questions? 

Mr. Tuomas. How about the furnishing ? 

Mr. Tirrers. The furnishing is separate on this. The figures dis- 
cussed are only the price of the basic house. We do provide furnish- 
ings for these houses, because it is more economical to do so than 
for the Government to ship private furniture in and out of these 

isolated places. 

Mr. Tomas. You mean the transportation is higher than fur- 
nishing them ? 

Mr. Tiprers. Transportation and the general wear and tear on the 
houses, and the changes necessary each time a new occupant moves in. 
It is cheaper for us to furnish it and it is a better situation from the 
standpoint of morale. 

Mr. THomas. What isthe cost of furnishing a housing unit ? 

Mr. Tiprretrs. About $4,700 average for the furnishings of a house. 

Mr. Harrer. That includes the first year’s supply of fuel oil. 
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BALBOA, C.Z., HOUSING 


Mr. Botanp. You have an item of $759,800 for 35 units at Balboa, 
CZ. 

Mr. Tirrrrs. Yes, sir. Of course here you are building in a warmer 
climate and your insulation and other factors are different, the util- 
ities are less per unit. 

Mr. Tuomas. You can build an awfully good house there for 
$21,000. 

BIMINI, WEST INDIES, HOUSING 


Mr. BoLtanp. On the same page, 1177, you have an item of $165,600 
for three housing units in Bimini, West Indies. 

Mr. Tirrers. There, again, we have to start from scratch, so to 
speak. 

WAKE ISLAND HOUSING 

Mr. Botanp. On page 1178 you have an item of $664,600 for 20 
units at Wake Island. 

Mr. Tiprets. Yes, sir. 


WATER TREATMENT PLANTS, ALASKA 


Mr. Botanp. And also on page 1178 you have an item of $126,900 
to provide two water treatment plants in Alaska. 
Mr. Trerers. That is right. 


POWER SYSTEMS, CANTON AND WAKE 


Mr. BoLtanp. And on page 1179 you have an item of $90,600 to im- 
prove two power systems at Canton and Wake. 

Any questions on these items / 

Mr, Osterrac, Is the compensation of employees at these offshore 
points higher proportionately than similar ~— in the States? 

Mr. Harver. Yes. sir. In Alaska there is a 25 percent differential 
in accordance with the law. 

Mr. Osrerrac. In addition to the housing ? 

Mr. Harrer. We do not furnish the housing free. There is acharge 
for that. 

RENTAL CHARGES 


Mr. ‘THomas. Is there any comparable figure in the record on the 
rents received from these installations? There is bound to be a sub- 
sidy on these. Do you have an approximate guess as to what the 
subsidy is on the rent 4 

Mr. Dean. On the housing, sir? 

Mr. Tomas. Yes. What is your best guess ? 

Mr. Dean. We would have to submit that. 

Mr, Harrer. They are maintained, in the main, by people pri 
marily maintaining air navigation facilities. 

Mr. Tromas. You have 10 units that will cost about $62,000 or 
$63,000 apiece, and then you will furnish them. Let us take a round 
hgure of 865,000 apiece. What rent will you get on those 10 units? 

Mr. Harper. $600 a year. 

Mr. Tuomas. How much is that a month 4 
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Mr. Harper. About $50 a month. 
Mr. Tuomas. You could not get that same quarters any place in the 
United States for twice that, could you? 

Mr. Harrer. That is correct, sir. It is not based on the cost to 
the United States. This is based on GSA standards for charging for 
housing at isolated locations. Weight is given to the isolation factor. 

Mr. Tuomas. You mean GSA sets your rent schedule? 

Mr. Harper. No, sir. 

Mr. Dean. There is a Bureau of the Budget circular which specifies 
the standards to be used in setting rents. We carefully conform to 
that, but people in those isolated locations are deprived of many 
amenities. : 

Mr. Tuomas. We realize that. I asked a simple question, what js 
the subsidy ? 

Mr. Dean. There is a substantial one and we will agree to that. 
Mr. Tuomas. There is bound to be a subsidy. 


INTERMEDIATE FIELDS 


Mr. Botanp. On page 1160 of the second volume we have intermedi- 
ate fields. We shall insert pages 1160 through 1162 in the record at 


as! ea 
(The pages follow :) 


(a) Provide new terminal building, Wake Island at an estimated cost of 
$725,000. 

The existing terminal building, a two-story World War II quonset structure, 
requires excessive maintenance and is vulnerable to typhoon damage such as 
occurred in 1952. It is located one-half mile from the proposed jet aircraft 
parking and servicing apron expected to be completed in 1960. The waiting room 
and lobby comprising 1,400 square feet is overcrowded and inadequate for the 
approximately 25,000 passengers per month using this terminal. This crowding 
problem will increase with the advent of jet aircraft. 

A new typhoon-proof building with 22,000 square feet of floor space is planned 
for this airport. The proposed building is to be located adjacent to the new 
apron and will provide space for Government offices, airline and oil company 
operations, and for accommodation of passengers. Revenues from rental of office 
space to private interests and facilities leased to concessionaires will be deposited 
to the Treasury and are expected to approximate $40,000 per year. 


Estimated total cost 
a cial secede teeta ce 
Construction______-_-~- ; : ; MX: aes 629, 380 
Electronic installation._.............. 27, 535 
I I ears haemna arin bina ibinweiomasig 17, 055 
i cane SS eee 
lc aN a a a edn te dais i ocean taala bareeasesin nen oroia . mae 2, 640 


Sn _. 725,000 


(b) Extend instrument runway, aircraft parking and refueling apron, Cold 

say, Alaska, at an estimated cost of $1,687,000. 

With the advent of jet aircraft for international travel, the Cold Bay Airport 
has become increasingly important as a refueling and alternate airport for air 
traffic using the Arctic and North Pacific routes to the Orient. It is also an im- 
portant domestic terminal for airlines serving the Aleutian Chain and the Pribilof 
Islands. Regular stops are made at Cold Bay by Northwest Orient Airlines and 
Canadian Pacifie Airlines on flights to and from the Orient. Other carriers 0?- 
erating through this area on routes to the Orient are Scandinavian Airlines Sys- 
tem, Air France, and KLM Royal Dutch Airlines, with additional carriers includ- 
ing Pan American World Airways and Japan Airlines planning to inaugurate 
service over this route in the near future. 
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The existing aircraft parking area is not only inadequate in size for jet 
aircraft, but aircraft parked on this apron will interfere with the operation of 
the instrument landing system equipment, which is being installed at this airport. 

It is proposed to extend runway 14-82 from 7,500 feet to 10,500 feet, the 
minimum length required at this location to serve long-distance flights of 
turbine-powered aircraft, and add a 20,000-square-yard extension to the new 
parking and refueling apron being constructed under the 1960 program. 


Estimated total cost 


I Nps nS sce a ogc ee cans pests chronip banana let $15, 000 
DRO Aa lah ah lc ts ah senate A caoes Set bene ccs Sisto ndbactnocs Oe 1, 670, 000 
I Sine tact eae cca agatha seas oadbenience ol ees vw tenn Webi te Sabie 2, 000 

| Be ac cien eege tadec ene cca aah es penis iacgonas een cima 1, 687, 000 


(c) Provide float plane ramps at two locations at an estimated cost of 
$142,400. 

Operations and maintenance personnel and their families at the remote loca- 
tions of Sisters Island and Rodgers Point, Alaska, are dependent upon amphi- 
pians or float planes for logistic support during emergencies such as equipment 
failure, personnel injury, or sickness. Due to high winds and frequent storms, 
aircraft pilots are unwilling to perform this service because of likely damage 
to their aircraft on the rocky shoreline while loading or unloading. 

To alleviate this hazard, it is proposed to construct a partly submerged ramp 
at each of these locations to provide a means for planes to safely taxi onto the 
beach and provide mooring if weather prevents taking off. 


Estimated total cost 


Ni cnet ten ig inet cd oc tate oat ahah hh cosmids Seinen diana oslo $8, 000 
ODD oo nssescxceesctchintcmnmomrehiamic aha erk- thine abheorite ithe cnta tile tea 133, 400 
hoi saeco meen laiaec iene stipes Ras plc oapesalan etc mbee orien die lien ona soda ablipaeea 1, 000 

es eee eee De gee eerecesaueiateepiiess eee 142, 400 


(d) Repair intermediate field and replace runway lights, Moses Point, Alaska, 
at an estimated cost of $123,000. 

The field lights at Moses Point, Alaska, originally a military field, are in 
rows along the edges of two 275-foot-wide landing areas. The primary runway 
pavement is 100 feet wide and the secondary runway pavement 75 feet wide, 
each paved strip being centrally located between the rows of lights. To provide 
better guidance to pilots and to reduce the cost of removing the snow between 
the rows of lights, it is proposed to reduce the distance between these lights to 
170 feet and replace the deteriorated light cables and obsolete fixtures. The 
runways at this location, last sealcoated in 1953, require surface treatment which 
is provided for in this item. 


Estimated total cost 


I to he ig ie mcsbeieeceeies $7, 500 
ON i chants echemseee te eed eae cab ee sae ee nee ts 113, 000 
ES ee tee ee Leh at the oie So Pee 2, 500 


NG se Se Ss eaeed . don wees -. 123,000 
NEW TERMINAL BUILDING. WAKE ISLAND 


Mr. Botanp. There is an item of $725,000 to provide a new terminal] 
building at Wake Island. How old is the present terminal building 
there and why do you need this one? 

Mr. Dean. The present building is a World War II building which 
is in disrepair and 1s about to fall apart. 

Mr. Botanp. The construction cost is $629,380. This, I assume, is 
ona bid basis? 

Mr. Tierers. It will be on a bid basis; yes, sir. 
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Mr. Tuomas. You have a usable buil ling there now. The main- 
tenance cost is a little high. Wake Island is becoming more impor- 
tant as an intermediate stopover place, and the long and short of it jg 
you just want a new building there. Is that correct 

| Mr. QuEsapa. That is correct. The present building is a wartime 
nulding. 


COLD BAY, ALASKA 


Mr. Bou AnD. The ne xf item is 51,687,000 to extend the instrument 
runway, aircraft parking and refueling apron, at Cold Bay, Alaska, 

Mr. Tiprers. Mr. Chairman, Cold Bay, as you know, is at the be- 
ginning of the Aleutian Island Chain and it plays a unique part in 
polar and Pacifie route flying. It is a refueling stop for U.S. and 
foreign carriers which transit the Pacific. This request is to ex- 
tend to the runway consistent with the needs for jet aircraft. Tt is 
ei ted the carriers will continue to use it as an alternate and emer- 
gency refueling stop, and some will use it as a regular refueling stop, 

Mi Tuomas. May I inquire, did the private carriers offer to make 
any contribution to this construction work, and do the military ever 
share this ? 

Mr. Tiprrrs. Are you talking about Cold Bay? 

Mr. Tuomas. Yes. . 

Mr. Treprers. Yes, sir. We have user charges. 

Mr. Tuomas. The Vv did not. offer to pay i 

Mr. Trerers. We will continue to have user charges. 

Mr. Tuomas. What are the user charges? Will they amortize the 
cost over 10 or 15 years? . 

Mr. Trerets. I would like to furnish that for the record. The 
charge is predicated on the weight of the airplanes and the type of 
service, There is a long-term return to the Government but not an 
immediate return. 

Mr. Tuomas. What do you mean by a long-term return ? 

Mr. Dean. Forty years. It will actually amortize completely over 
the 40-year period. 

Mr. Osrerrac. Is there any military association or connection with 
this operation ? 

Mr. Tirretrs. No, sir. I might say—and this is not classified— 
the use of this terminal by airlines serving the Aleutians rises and 
falls as the strategic situations occur. At times they put in a few 
troops and personnel in the Aleutians. Towever, at the present time 
this is a transit point for the military going up and down the Aleutian 
chain. 

Mr. ()UESADA. There is no direct military requirement for this, sir, 

Mr. Tuomas. It ought to be amortized in a shorter period than 40 
vears. 

Mr. DEAN. We will have to check and submit the :mortization 
table 

(The information is as follows :) 

tevenues from rental of airport property and for airport services at Cold 
Bay are expected to total $85,750 in fiscal year 1961. The advent of civil jet 
aircraft transiting Cold Bay and normal growth in aviation activity are ex- 
pected to increase these revenues to an annual level of $165,000 at the end of a 


neriod of 40 vears, or an average of $127,500 per year Annual maintenance 


and depreciation (including present investment) average $58,500 and $64,000 
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respectively, or $122,500 per year over a 40-year period. During this period, 
revenues are estimated at $5.1 million and maintenance and depreciation ex- 
pense at $4.9 million. 

Mr. Botanp. I believe there are seven private users and all but two 
are foreign flight carriers. 

Mr. Trerers. That is correct at the moment, sir. As you know, 
Northwest Airlines flies over that route regularly. The other U.S. 
earrier, Pan American, on the Seattle to Tokyo run will have some in- 
termediate and emergency use of this field. It is true all carriers that 
go over the polar route are potential users of the field there. 


FLOAT PLANE RAMPS, SISTERS ISLAND AND RODGERS POINT, ALASKA 


Mr. Botanp. There is an item of $142,400 to provide float plane 
ramps at Sisters Island and Rodgers Point, Alaska. 

How much personnel do you have at these two points ? 

Mr. Trerrers. Two at each. This is a peculiar situation. These 
are communications repeater stations. Repeater stations do not re- 
quire too many personnel but they require these float ramps for logistic 
support by float aireraft. 


MOSES POINT, ALASKA 


Mr. Bonanno. On page 1162 you have an item of $123,000 to repair 
intermediate field and replace runway lights at Moses Point, Alaska. 

Mr. Tirrers. Yes. Here we will cut down the width of the runway 
and bring the lights in. 

Mr. Botanp. That is all, Mr. Chairman. 


VORTAC Procram 


Mr. Tuomas. I think Mr. Yates and Mr. Ostertag have two or three 
questions, so if you will bear with us for 10 or 15 minutes more, 
gentlemen, we will be through. 

Mr. Yares. I would like to inquire as to the status of the TACAN— 
VOR/DME program. Sometime ago CAA thought it should develop 
the DME program. I notice in reviewing this research and develop- 
ment program, you propose to continue development of DME. 

[ should say parenthetically when I was in London I spoke to some 
of the British who seemed to be pretty well versed in this field, and 
they preferred DECCA. 

Are we committed to TACAN? What is the status of the pro- 
gram? About 4 years ago Mr. 'Tippets loved DME. I do not know 
whether he still has that great affection now that TACAN has re- 
placed it. We are spending large sums of money on this problem. 
May we have a review of this situation ? 

Mr. Tirrrrs. Let me say I am for whatever is inthe U.S. interest. 

Mr. Yares. That’s a fine statement, Mr. Tippets. I understand 
now what they mean when they say this is an election year. 

Mr. Tiepers. I think I can quickly tie this down. At the time of 
the so-called civil DME and TACAN controversy a decision was fi- 
nally made and the Congress was informed that the best interests of 
the United States would be served by phasing out the old civil DME 
and providing the present bearing system of VOR with the TACAN 
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system, air navigation system, for the military. To replace the old | 
civil DME it was also agreed that the United States would provide | 
for the civil users the DME part of TACAN, which is one part of 
TACAN, because it has a bearing section which the military would 
continue to use for bearing. 

The outgrowth of this decision was to the effect that the Unite 
States would install on a nationwide basis as operationally required 
a so-called VORTAC system, meaning the carrier and all civil users 
would use VOR, military for tactical reasons would continue to use 
the bearing part of TACAN for their purposes, but all users, military 
and civil, would use the DME part of TACAN. : 

The item to which you refer, sir, is, as always in the field of elee- 
tronics and navigation and traflic control a great field of opportunity 
to exploit a device further, make greater use of it. The item you talk 
about in research and development is to find greater flexibility, more 
use of VOR, TACAN, VORTAC, or VOR/DMET, as it is known in 
the international field. 

The United States went to the International Civil Aviation Organ- 
ization in Montreal last spring with a program to suggest to the 
world that they replace the old civil DME, which no country had in- 
stalled except the United States, so we were not imposing a burden 
upon any other nation in the world, and replace it with the DME 
part of TACAN. This provides worldwide VOR and DME that 
could be used worldwide by military and civil, and the military could 
use TACAN bearing wherever it needed it for military reasons. 

This makes a great deal of technical logic in the light of the cir- 
cumstances. At the Montreal meeting there were some 37 nations, and 
by a substantial majority they agreed technically that it would be well 
to continue the VOR as the world standard aid and to recommend une 
use of DMET, DME part of TACAN for civil air traffic, this was 
the recommendation of these nations that met at that time. 

Mr. Yates. How does DECCA compare with this? 

Mr. Trprrets. DECCA was to have been proposed at the meeting 
by the United Kingdom as a substitute for VOR and/or DME either 
one. However, the vote of the nations was predominantly for 
VOR/DMET, and therefore this became the decision and recom- 
mendation of the meeting. 

Mr. Pytr. May I amplify that, please. One point may not be ob- 
vious. The DME to which you refer is the TACAN distance meas- 
urement concept and not the old civil DME. 

Mr. Yates. The DME to which I referred preceded the TACAN. 

Mr. Pyrex. That is right, but the research and development people 
are interested in modifications and improvements to the TACAN type 
of DMF, not the old. 

Mr. Yares. I wonder whether that is exactly correct because I 
refer to page 744 in which it says: 


The general aviation DME will be flight-checked to establish its performance 
characteristics and operational utility. 

Contracts will be initiated for TACAN improvements including an improved 
monitor to extend the systems’ operational range and reliability. 


My impression from reading that, was this was the old civil DME 
you were going to experiment with rather than any DME related to 


TACAN. 
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Mr. D. D. Tuomas. The present status of building airborne equip- 
ments that will read the distance measuring portions of TACAN— 
DMET— is rather heavy and rather expensive and suitable for mili- 
tary and air carrier use. In traffic control we would like the distance 
measuring capability in all aircraft. So we have asked for a research 
and development program and improvements to try to get small usable 
and great volumes of DME in all aircraft so that we can immediately 
incorporate it into the traffic control system. That is, more of the 
aircraft. 

Mr. Yares. With respect to air carriers of all nations, have they 
agreed they will now use the VOR/DMET type equipment? My 
reason for the question is obvious. If we are installing the land fa- 
cilities for equipment of this type at tremendous cost to the taxpayers, 
it would be very bad if the carriers did not install the corresponding 
units in ~ ~~ ‘raft. Is that not true ? 

Mr. D. THomas. Sir, the TACAN-equipped airplanes use dis- 
tance measuring equipment automatically. It is one and the same 
thing. If you have VOR equipment only in your aircraft, you have 
to have another black box which will measure the distance part of 
the TACAN. This is referred to as DMET. The military will use 
this whether or not any civil user ever uses it. So the requirements 
for it are there on the ground. 

Mr. Yares. You are installing them in civil airports; are you not # 

Mr. D. D. Tuomas. We are putting it in as part of the common 
civil-military system for traffic control because this gives us distance 
wecan work with. 

Mr. Yavres. I can appreciate that, but you are putting it in opera- 
tion for a system that will be primarily civil and not military; are 
you not ¢ 

Mr. D. D. Tuomas. No, sir; both. It is equally usable by both civil 
and military because when an aircraft is en route it does not make any 
difference to us. 

Mr. Yarrs. I know, but do you not have more civil planes flying 
than military ? 

Mr. D. D. Tuomas. No, sir. As a matter of fact, we have about 
slightly less than half of our traflic as military that we handle under 
instrument flight rules, around one-half is air carrier, and a very small 
percentage is general aviation. I did not quite answer your question, 
Ido not know anybody that signed an agreement that they are going 
todo it, but they are wiring their airplanes for DMET. 

Mr. Yares. You do not know that they are ? 

Mr. D. D. Tomas. No. 

Mr. Tirrers. There are a number of airlines who have contracted 
with U.S. manufacturers for the new airborne DME. As a matter 
of fact, I think there are some 312 units on order for air carrier type 
equipment. The other, as Mr. Thomas explains, we are hoping to 
develop a light, less expensive version for general aviation. 

On the VOR, which I think was part of your terminology, there are 
in excess of 90,000 aircraft worldwide equipped with VOR. 
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| 
QUALITY OF RESEARCH PROGRAM 





Mr. Yates. What about quality of research being done and the | 
improvements being made? You indicate the British have a fine blind | 
landing system. When I was in London, I was shown a fine lighting 
system. I notice that in the magazine Mr. Boland handed to me is q 
description of that lighting system, which would indicate to a pilot 
where he was with reference to the runway by different colored side 
lights as he came in. 

The impression I received was the British have very fine research 
systems which are being applied very well. Is our quality of research 
as good to theirs?) How does ours compare with the research of other 
nations ? 

Mr. Qursapa. This is opinion, of course. I hold in very high re- 
gard the research that is conducted by the British. They are very, 
very good. ; 

Mr. Tromas. In that particular field, tell them what you are doing 
in New Jersey now. 

Mr. Quersapa. Ours is considerably more extensive. We are able 
and W illing by either our personality or our budgetary considerations, 
our wealth, to seek bigger steps of advancement than the British do. 
This has gone on for years. We are aware of their lighting system, 
which olives the pilot an indication if he is on the clide slope. This 
is what you refer to. 

Mr. Y Tes. By the different colored lights on the side? 

Mr. Quesapa. Yes. In this particular case we are not too impressed 
by it. We feel our mirror system is considerably better. I think 
they do, too, to be frank about it. On this particular item we think 
we are ahead of them. Generally speaking, they agree with us. In 
some areas, for example, the blind landing system, they are way ahead 
of us. 

There is another area that they are doing extremely well in. which 
is polarized radar which, in effect, takes storm clutter off the tube. 
They are good at this. There are several areas where they are very, 
very cood. 

Mr. Yares. Are there foreign instruments which are better than 
those manufactured in this country / 

Mr. Qursapa. I would say the answer to this is “Yes”. I do not 
think we have a monopoly. 

Mr. Yares. If they are better, do you require our carriers to use 
them ? 

Mr. Quesapa. We do not require the carriers to use a particular in- 
strument. We take the position that the free enterprise system is such 
that they have a selection. Our role is that this instrument must 
meet a certain standard. They cannot acquire instruments that do 
not meet this standard, but they must have the opportunity of select- 
ine for themselves outside of or over and above this standard. 

Mr. Y \TES. Is there any quest ion of safety involved ? 

Mr. @orsapa. It would be involved if our standard were too low. 
T think it is fair to say that if we noted that a foreign country came 


up with a device that would considerably improve over our own, which | 


would suggest that a higher stand ird ean he achieved, ] would SAV 
under those circumstances we would be justified in moving in and rais- 
ing our standard. 
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Mr. Yares. You know of none at the present time. 

Mr. Weeks. We have very few foreign instruments installed now, 
to my knowledge. 

Mr. YATEs. 1 wondered whether you knew of any instances of in- 
struments being manufactured by foreign countries which might help 
improve the safety standards of Americ “an carriers if adopted. : 

Mr. Qursapa. I cannot think of any. This actually happens. Ifa 
British or French company comes up with a device that is clearly 
outstanding, the usual process is that they engage in competitive 
market over here which causes them to acquire a license and produce 
ithere. This is basically how the thing balances out. 


PURCHASES FROM SMALL BUSINESS 


Mr. Yares. May I ask a question with respect to the purchasing 
procedures of FAA. You are spending hundreds of millions of dol- 
a5 most of which you say is subject to competitive bidding. What 
portion of your total business goes to firms that might be classified 
as small businesses? Tlave you any idea on this at all? 

Mr. Tirprers. I would say that 75 percent may well do from a nu- 
merical point of view. It frequently occurs that some of the larger 
items of equipment like radar have a limited number of suppliers, 
so dollarwise this is not alway strue. But when we get down to the 
actual facilities, we do an awful lot of business with small device 
manufacturers and suppliers. We also contract with small con 
tracting firms for the erection of buildings. 

Mr. Yares. What about instrumentation and electronics ? 

Mr. ‘Tirrers. I do not think I know your specific definition of 
small business. 

Mr. Yarers. According to statute, it is a business that employs 
fewer than 500 employees. 

Mr. Dran. We have statistics here which indicate that of the pro- 
curement actions, that is individual purchases or contracts, we have 
about three-fourths going to small business under the statutory defi- 
nition; while in terms of total funds it is not so impressive, it 1s only 
about Oy percent because of this factor because, as Mr. Tippets men- 
tioned, certain companies are getting very large contracts. We have 
the actual { igures here, 

Mr. Y vres. Are the large companies the ones that eet the largest 
contracts 7 

Mr. Dean. This tends to be the case. 

Mr. Yarrs. Are they further advanced in this field ? 

Mr. Pyur. Take long-range radar. It is obvious, I think, that this 
is a very complex mechanism and the only people who can bid on this 
and give us the kind of product we want at the price we want to get 
it is an outfit like Raytheon. Is that not about the situation ? 

fr. Tipprvs. Yes, sir. 

Mr. Yarrs. That was my next question with respect to your com- 
petitive bidding. Ordinarily, how many bidders do you have for 
your contracts ¢ As you point out with re spect to long- range radar, 
R: aytheon is in the field. Who else is in the field? How many bidders 
do you have ? 

Mr. Tiprers. Raytheon, General Electric, Texas Instruments make 
radar, Bendix, perhaps a dozen. 
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Mr. Yates. Do you communicate with all of these to let them know 
you are interested in making purchases under a contract? 

Mr. Trerets. Yes, sir; we send them proposals and they have an 
equal opportunity to bid competitively on the things in which they 
are interested. 

Mr. Yares. This relates to the Chicago Midway Airport where IT 
have flown in ahead of time about six different occasions on an 
American Electra only to wait 20 minutes or a half hour before getting 
in to the gate. Why do you not adopt the system which the British 
have of taking your passengers off the planes at the field, boarding 
them in buses and taking them to the gates, leaving the planes on 
the field. In this way you do not need so much space at the gates 
themselves ? 

Mr. Pytr. This is a community responsibility. The airport is 
operated by the city of Chicago. If they want to go to this device, 
we would welcome it. It is the procedures we will ‘follow at Dulles. 

Mr. Yates. You mean boarding and taking passengers off by buses? 

Mr. Pyte. ‘That is right. 

Mr. OsrertaG. That is outside your jurisdiction ? 

Mr. Pyrex. Yes, sir; it is strictly the responsibility of the commu- 
nity to operate the airport and to provide necessary facilities. 


RESEARCH AND DEVELOPMENT 


Mr. Evins. I would like to make this observation. Following my 
initial study of your budget, I was impressed with the large amount 
and variety of research—and this may well have been covered in the 
time I was absent from the hearings. There are at least four sections 
under research and ee nt, and I would like to propound this 
general question: whether or not there might be overlapping. Per- 
haps it might be necessary. 

Mr. Dean. All of the categories of research to which vou refer are 
under the Bureau of Research and Development as a unified program. 
It simply happens that we have a certain number of positions that 
are concerned with the direction of the research effort while an- 
other group is engaged in the actual development work and still an- 
other group is engaged in experimentation and testing. There is no 
overlap in the work. 

Mr. Evrns. Experiment and testing—do we not have wind tunnel 
operations at Langley Field and also at Wright-Patterson ? 

Mr. Qvesapa. We do not do this. NASA in the case of Langley 
handles that, and Wright-Patterson for the Air Force. 

Mr. Evins. You cannot use information from any of these facili- 
ties? 

Mr. Pytr. We work very closely with both the Department of 
Defense and the National Aeronautics and Space Agency. 

Mr. Evins. You are developing vour own at New Jersey? 

Mr. Qursapa. This should be brought out, which I think will 
clarify a legitimate point you raise. About 99 percent of our re- 
search effort goes into the single area of improving our system of air 
trafic management. By law. no other agency of Government is al- 
lowed to do this, only us. The law is quite specific in this case. We 
do not go into research that is related to dynamic flow or anything 
like that. The NASA does that for us. We communicate with them 
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but do not duplicate. About 99 percent of our whole research and 
development program is—— 

Mr. Evins. You do and can utilize results of their findings? 

Mr. Qursapa. Definitely. 

Mr. Pye. I would like to speak to this because this is one of my 
responsibilities to Mr. Quesada, to insure proper liaison with N ASA. 
We have working committees working on a day-to-day basis in just. 
this very area 

Mr. Evins ‘I might say in view of all things the General said to- 
day and otherwise, we recognize the full need for research. 

Mr. Dean. It is interesting to note the background that in 1957 
when the Airways Modernization Act was passed, which was carried 
over into our act, it was deliberately determined that in order to 
eliminate duplication which had previously existed between Defense 
and FAA that there would be the entire research effort in navigation 
systems. 

Mr. Evins. Safety would be on the side of perhaps a little duplica- 
tion, if necessary / 

Mr. Dean. That act did much to eliminate what had previously 
been expensive duplication. 

Mr. Evins. Thank you. 

Mr. Tuomas. Mr. Ostertag. 


GENERAL PROBLEMS 


Mr. Osrerrac. Mr. Chairman, I shall be very brief. 1 have no par- 
ticular questions because I believe the ground has been well covered 
in the past few days. I did want to start off by saying to you, Gen- 
eral Quesada, that I am very much impressed with the outst: anding 
job you and your organization are doing, recognizing the terrific 
growth of the area of responsibility and the field in which you are re- 
sponsible for jurisdiction in the field of aviation. 

It was my privilege as a member of this committee to visit certain 
of the operations this year, particularly the research center at At- 
lantic City, the region: ul office at New York. also Miami. I regret, al- 
though my plans ‘called for a visit to your training center in Okla- 
homa City, that I was unable to include that in my general visits 
and observations of your work. 

I think as we get into this and as anyone studies or views the tre- 
mendous area of service and operation and function, it is rather over- 
whelming not only from the standpoint of costs, the numbers of peo- 
ple you have, and the growth of it, but the Many areas with which 
you are responsible in. For example, supervision in the field of aero- 
hautics and aviation. 

General, would you say that inclusion of responsibility of the mili- 
tary has substantially increased this growth, and to what extent ? 

Mr. Qursapa. There is no doubt but what the assumption of these 
military responsibilities in the area of air traffic management has con 
tributed to our growth, but I have to say very fr: ankly it has made 
our task easier, a lot easier. 

Mr. Osverraa. Is that right ? 

Mr. Qursapa. The complexities of our problem have been reduced 
materially. Whereas, before it was essential to negotiate and argue 
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and fuss and fume, it is now clearly established that the authority 
for the management of air space is in one agency. 

I also must say at the same time that the assignment of military 
people to our Agency has been a tre ‘mendously helpful thing to us be 

cause it brings to us knowledge of their interest, we must have, and 
cay have assigned to us some very, very capable ] eople. This again 
has made our task easier. I think the Milit: ary i stablishment is an 
avid supporter of the necessity of a single management system for 
air space. It has eliminated a Sade their headaches and it certainly 
has made our life so much easier. 

Mr. Osrertac. In the broad sense would you say that the law itself 
under which you function and operate is adequate? That there is no 
real need for a substantial change in the basic law under which you 
are operating, conflict with regard to jurisdiction, let us say, CAB or 
any other agency of government / 

Mr. Qursapa. No, sir, I do not think there is any conflict with 
CAB. I think the law was very well written, considering the circum- 
stances under which it was written. 

Mr. Osrerrac. | have in mind, for e xamp le, this area of ray 
sibility of investigations. The CAB, being primarily responsible for 
all investigations, I would say on the whole your investigations in num- 
bers perhaps overshadow those of the CAB. WI hy is it that other 
than from the standpoint of its relationship to standards and rules, 
where would your jurisdiction with regard to investigations start and 
stop ¢ 

Mr. Quesapa. Sir. I have a rather personal feeling. It would seem 
to me that the subject of accident investigation might ne be di- 
vorced from the CAB mainly because of this reason: The CAB has a 
task equally as difficult as ours; the economic eae of the air 
transportation industry is really a difficult job. It really is. It isa 
terribly hard job. 

Accident investigation and economic regulation of the industry ar 
really not related subjects. One is more technical and the other is 
more a matter of economics. For that matter, 1 have a personal feel- 
ing that it might be well to have the CAB focus its attention on 
economic regulation W ith ourselves fox using our attention on the pro 
motion of air safety. 

[ have to say there is a flaw in my argument, I have to say this very 
frankly, because under certain circumstances we could be investigating 
ourselves if the total responsibility of accident investigation were ours. 
This could conceivably be overcome by separating the investigation 
function organiz: itionally or another way, when there is some indies 
tion that an accident could be contributed to by ourselves, under those 
circumstances plue k it out and give it to some then created boar l. 
This is my personal view. 

Mr. Osrerrac. We have broadened the law and the jurisdiction, 
and your organization has grown and the new Aviation Act is in being. 
However, the American people and perhaps the Congress as well might 
look at this increased number of accidents and fatalities with some 
concern in view of the fact that we, on the one hand, are moving toward 
better controls, better regulations, a better system of supervision and 
regulation, and yet there seems to be an upsurge and a great increase 
in fatalities and accidents. How does that go together. General ? 
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Mr. QuEsapa. You must remember that the accident rate is so low, 
go extremely low, that one accident in itself could double it. 

Mr. Yates. It was lower several years ago, was it not 

Mr. Quesapa. This is my whole point. It was lower in 1958 but in 
1958 it was so low that one accident would in itself double it. I think 
we must bear that in mind. 

Furthermore, | have to say very frankly that this increased accident 
rate demonstrates clearly to me and to the Agency that we must im- 

rove and accelerate our maintenance a programs, our certi- 

E ation inspection programs, in all areas. I think this demonstrates 
clearly that we have to not only anaes our techniques but have the 
courage to do more in the future than we have done in the past. Ihave 
tosay this very frankly. 

Mr. Boranp. Why should not the users of this system pay for some 
of the cost. Why should not there be a cost allocated to the user of 

these systems? ‘The railroads prov ide their own systems for safety, all 
their tripping devices, signal devices are paid for in toto by the rail- 
roads. I suppose this is reflected in cost of tickets and freight. 

Why should not this be done with respect to air carriers ¢ 

Mr. Qursapba. It is a very pertinent question and one in which we 
have a genuine interest and one on which I have a strong feeling. I 
think it is fundamentally wrong for the Government. to provide this 
service to a small segment of the public without that segment paying 
for it. 

Mr. Thomas. When you have put Chantilly in operation and some 
of the others, let us amortize them in 25 years. 

Mr. Quesapa. We go beyond that. We feel the tremendous expense 
the Government has gone to to provide these facilities to which you 
refer—navigation facilities and service—I have a strong feeling that 
there should be a user charge paid by those who use it. 

The President has recommended in his budget that such be estab- 
lished, and [assure you I will be a very avid supporter of the principle. 

Mr. Boranp. I cannot understand why someone can fly from Boston 
to San Francisco for $210, why should not the passenger pay a little 
bit more, if this is necessary, in order to assist in the payment of the 
cost for navigational aids on that route / 

Mr. Osrerrac. Mr. Boland is raising a question which disturbed 
me and came to my mind when I was visiting your facilities. Some- 
where along the line it seems to me the Federal Government is respon- 
sible here for a service which primarily belongs to the industry and 
to the public that use it. Therefore, somewhere, some way, there 
should be some means by which that can be a part or at least. a part 
of that can be allocated. 

Mr. Qurespa. I thoroughly agree and really support the principle. 

Mr. Yates. I would like to ask Mr. Tippets another question. How 
much money did you ask the Bureau of the Budget for all these 
facilities, air navigation equipment ? 

Mr. Dean. The Agency has obtained from the Bureau of the 
Budget virtually the entire amount of money which it asked for 
air navigation facilities for the present system, that is, exclusive of 
Project Friends hip. This amount was arrived at with the Bureau 
of the Budget only after critically examining our program, and 
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there was no significant difference between the Agency request and 
the Bureau of the Budget allowance. 

Mr. Tuomas. Gentlemen, we thank you. General Quesada, on be- 
half of the committee we thank you and Mr. Pyle for your accuracy 
and your straightforwardness and for the job you have done. We 
are proud of your bureau chiefs and their able and clistinguished 
staffs. We wish you all well and we will see you again. 


Monpbay, Frepruary 8, 1960. 
OFFICE OF CIVIL AND DEFENSE MOBILIZATION 
WITNESSES 


LEO A. HOEGH, DIRECTOR 

WILLIAM §S. HEFFELFINGER, DIRECTOR OF ADMINISTRATION 

GERALD R. GALLAGHER, DIRECTOR OF RESEARCH 

CHARLES H. KENDALL, GENERAL COUNSEL 

WILLIAM R. WILSON, DIRECTOR, BUDGET AND FISCAL OFFICE 

HUBERT R. GALLAGHER, DIRECTOR OF SPECIAL LIAISON 

J. ROY PRICE, ASSISTANT DIRECTOR FOR RESOURCES AND PRODUC. 
TION 

EDWARD S. JOHNSON, DIRECTOR, BUDGET DIVISION 


Mr. Tuomas. Gentlemen, the committee will please come to order, 

We have with us this morning the Director and other representa- 
tives of the Office of Civil and Defense Mobilization. It is certainly 
nice to have with us our friend, Governor Hoegh, the Director; Mr, 
Heffelfinger, Director of Administration; Mr. Gerald R. Gall: agher, 
Director of Research; Mr. Charles H. Kendall, General Counsel: Mr. 
William R. Wilson, Director, Budget and Fiscal Office, and Mr, 
Hubert R. Gallagher, Director of Special Liaison. 

We also have Mr. Price, Assistant Director of Resources. 

Governor Hoegh, do you have a statement for us? It is certainly 
nice to see you, : and your staff again. We have not seen you now for 
4 or 5 or 6 months. 

Mr. Hore. We have been resting. 

Mr. Tuomas. You seem to be bearing up well, and look hale and 
hearty. 

This bad weather has not affected you very much. Have any of you 
had the flu ? 

Mr. Horen. No, sir: we have not had time. 

Mr. Tuomas. Yes; but the flu does not wait on you. 

In any event, it is nice to have you with us, and we shall be delighted 
to hear from you at this time, Governor. 


GENERAL STATEMENT 


Mr. Horen. Mr. Chairman and members of the committee, we ap- 
preciate the opportunity of appearing before your committee to dis 
cuss our fiscal year 1961 budget for the nonmilitary defense of our 
Nation. 
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As you know, our mission is to protect life and property and to 
mobilize resources and production in case of an attack on this Nation. 

I think the importance of a strong nonmilitary defense was excep- 
tionally well emphasized by the President in a recent statement in 
which he said, and I quote: 

It would be unwise to neglect our civil defense mission because our total 
defense is incomplete and meaningless without reliable and responsible home 
defense. Survival cannot be guaranteed merely with a capacity for reprisal. 
Equally important is our ability to recover. 

Let me assure you that our budget for 1961, if approved, will mate- 
rially strengthen the Nation’s total defense. The $76,360,000 which we 
are reque sting reflects an increase of $23,465,000 over our 1960 ap- 
propriation. “Of this i increase, approximately $16.2 million (69 per- 
cent) is for direct financial assistance under the provisions of Public 
Law 85-606. 

SAVINGS IN PERSONNEL 


I want to point out quickly that no additional Federal ee 
are being added to the OCDM rolls. You recall that for fiscal year 
1959 we had requested positions for 1,846. As a result of the con- 
solidation of the two agencies—the Federal Civil Defense Adminis- 
tration and the Office of Defense Mobilization—and through a better 
use of the manpower that we had within our agency, we have been 
able to keep this level of employment at 1,700 and at the same time 
carry on additional programs. 

Mr. Tuomas. In 1959 you had an increase of 130 employees as well 
as I recall. 

Mr. Honen. Yes, sir. 

Mr. Tuomas. That was the year in which you consolidated; was it 
not ? 

Mr. Horcu. That is right. 

Mr. Tuomas. So, instead of decreasing you increased ? 

Mr. Hore. Well, we have had an increase in personnel since that 
time Mr. Chairman. That is correct. But, we have eliminated all 
the duplication that we had prior to that time. For instance, we have 
been able to reduce the administrative area from 375 to 291. In the 
General Counsel’s Office we have been able to reduce that from 33 to 
95. 

So, we have had a reduction in manpower from the standpoint of 
positions that were carried in the programs back in fiscal year 1959, 
but we have had additional manpower requirements in order to bal- 
ance out or to carry out our additional role at the regional level. For 
instance, we never had a capacity for resources and producti ion mobi- 
lization at the regional level, but we now have that capacity. 

We strengthened our field organizations in order to bring that 
about. 

In addition to that, we have of course set up two training centers, 
as you authorized, and they are now in operation on the west coast 
and the east coast. 

The primary increases in our budget for fiscal year 1961 are to 
strengthen civil defense at the State and local level. This, in my 
Opinion, is the very heart of civil defense. 
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The Federal Government cannot of itself provide civil defense to 
the American people. It can lead and direct, but in order to have 
effective civil defense and defense mobilization it must be ingrained 
at all levels of government—schools, civic groups, and the individual 
citizens. 

STEPS TO SURVIVAL 


I am happy to report that substantial progress has been made with 
the funds that you appropriated for fiscal year 1960. There clearly 
has been a sharp increase in awareness of the problem and under- 
standing of the objective. For ex: imple, leading national organiza- 
tions now are joining wholeheartedly in our campaign to convince 


every individual that for survival he must know and take action on 
these five fundamentals: 


1. Warning signals and what they mean. 
» 


2. Local community plan for emergency action. 
3. Protection from radioactive fallout—shelter. 
4. First aid, and home preparedness. 

5. Use of conelrad for official directions. 


NATIONAL PLAN IN EFFECT 


I believe that the greatest single impetus to the development of a 
solid nonmilitary defense came with the President’s promulgation of 
the National Plan for Civil Defense and Defense Mobilization in Octo- 
ber 1958. In this plan the Nation had, for the first time, a clear state- 
ment of the mission and responsibilities of all governments and 
people. It is constantly kept current and projects ahead to 1968. 

It not only is a model for all States and local governments, but for 
most free-world countries. This plan is sound and it is founded on 
the principle that civil defense must be built within government. We 
know that this principle is right and has proven to be the most effec- 
tive method. 

The primary role of the Federal Government in civil defense is to 
provide leadership, coordination, financial help, guidance, and 
example. 

Now, let me discuss some of the specific programs. 


WARNING AND COMMUNICATIONS 


Our national warning system can alert today approximately 300 
key points in less than a minute. You recall last year we had 276 
such points, and by July 1, 1960, we will have 376 such points. You 
provided the funds to enable us to do this. In fiscal year 1961 we 
are requesting extension to 70 additional points. Therefore, at the 
end of fiscal year 1961 we would a 146 critical points which would 
receive simultaneous warning of an attack within a fraction of a 
minute. As you know, our pe aan sit with Norad and the SAGE 
divisions, and they have access to the same information as soon as 
an attack is detected. They then can pick up the telephone line and 
inform 446 critical points simultaneously of the impending attack. 

Next we have our national communications system and telephone 
and teletype to all regions and to all States. Last year, you author- 
ized an expenditure of additional money to back it up by radio, 
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which we think is most sound. We have started to do that with 
the regions and with some of the States. 

In our budget we are requesting additional funds in order to 
maintain this radio backup system; $325,000 in additional money is 
asked for that purpose. 

Also, we have asked that we be permitted to extend our contract to 
use the lines of A. T. & T. to bypass critical target areas. That 
costs a little more money, but it is worth it. In addition to that, 
it would also be snitahad ‘full time and we would have ready access 
to its use. That would cost an additional $200,000. We feel that 
this is a worthwhile expenditure. 


EMERGENCY HOSPITALS 


Our emergency engineermg and medical stockpiles contain in- 
valuable survival and recovery supplies, including over 1,900 emer- 
gency 200-bed hospitals, of which 1,631 will be prepositioned in 
strategic locations all over the Nation by June 30, 1960. 


RADIOLOGICAL DEFENSE 


In radiological defense we are creating a nationwide capability for 
detecting, measuring, and reporting on radiation fallout. This in- 
volves both training operators and distributing instruments. We 
have today over 1,000 Federal agencies with fixed monitoring stations 
and more os 14.000 operated by State and local governments. Our 
goal by July 1, 1963, is 150,000 stations. If Congress makes funds 
avail: able. thee ‘an be accomplishe “| by that date. 

We provide the instruments to the Nation’s high school science 
elasses for training their students and teachers, At this time over 
8,500 high schools have our instruments in their schools. High school 
science stude nts are heimg instructed in the etfect ot nuclear weapons, 
how to protect themise ‘Ives, and how to operate the instruments. 

Last year 1 million students received instruction and we anticipate 
Ljmillion w I be trained this school year. 

In order that we can carry out our objective, we have requested 
the sum of $6 million for the purchase of radiological instruments. 
[ can assure you that these instruments have been tested, and they 
are recognized as being the most effective for the mission for which 
we have assigned them. 

We trust that this addition which amounts to $3.75 million over 
fiscal year 1960 will be granted so that our objective can be reached 
no later than July 1, 1963. 


CHEMICAL AND BIOLOGICAL WARFARE 


In addition, we have requeste d $500,000 for our chemical- biologic al 
warfare program to complete the civilian mask so that we can have 
that ready for purchase by individual citizens. We have perfected a 
good mask. It is a $2.50 mask when mass- produced which, not only 
has passed every rigid test that we have put it to, but also tests by many 
of the NATO countries. The ‘y have now undertaken a program to 
purchase them. 
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EDUCATION AND TRAINING 


We are aggressively promoting a program of adult education which 
I think is most worthwhile. We work with DHEW toward that end, 
Our 1961 fund request will continue this program in the four States | 
that are now under contract, that is, Minnesota, Kentucky, Texas, 
and Florida. We will extend it to two additional States this vear and 
provide for an expansion to four additional States in 1961. 

It is estimated that funds appropriated through 1961 will finanee 
the training of approximately 600,000 persons in these 10 States, For 
this purpose we have asked for an increase over last year of $635,000, 


NATIONAL SHELTER POLICY 


You recall that in 1958 I announced the national shelter policy, 
This, in my opinion, is a sound policy. It has six steps to it. 

First, we must accelerate information and education to people, in- 
forming them of the effects of fallout and what they must do to 
protect themselves ; 

Second, we should construct reliable shelters for example and guid- 
ance throughout the country. You recall that last year you Ap 
propriated 52.5 million for this purpose ; 

Third, we wish to incorporate fallout shelters in all new Federal 
buildings that are constructed, again, as examples and models; 

Fourth, we should remodel existing Federal structures to afford 
fallout protection ; 

Fifth, we wish to make surveys of existing facilities and struc- 
tures in order to determine their protective qualities; and 

Sixth, we will accelerate research in order to come up with the most 
economic designs of shelters. 

When we announced this national shelter policy, we said that there 
would be no Federal or massive Federal construction of shelters, that 
it would be a matter for the Federal Government to give example 
and guidance, that the States must do the same, and that industry and 
the people must provide the shelters for themselves. 

At that time we stated that in the event of a nuclear attack on this 
country, fallout shelters offer the best single nonmilitary defense 
measure for the protection of the greatest number of our people. 

This appraisal 18 months ago has been substantiated by subsequent 
research and surveys conducted in several States. 

Also, it is supported by the special task force report to Governor 
Rockefeller, and by recent hearings of the Joint Committee on Atomic 
Energy. 

I would like to quote one statement from the Rockefeller report: 

A high degree of protection from fallout can be achieved at a cost within the 
reach of our people and our State. We view, therefore, the provision of fall- 
out protection as an essential, positive step. In fact, we hold it to be one of 
the most effective ways in which the State of New York, and its people, can con- 
tribute today to the preservation of peace. 

This was confirmed by the Joint Committee on Atomic Energy and 
at a recent meeting at the White House with the civil defense commit- 
tee of the Governor’s conference, and the various Cabinet members, 
including myself. 
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SHELTER EDUCATION PROGRAM 


We have been working diligently to effectuate our national shelter 
policy. We have used every “media of communic: ations—radio, tele- 
vision, newspapers, magazines, and personal appearances of our best 

ple. Adult education, as well as the high school science instruc- 
tions are used. ‘There is every evidence that ‘the program is beginning 
to pay off. Shelter construction is gaining real impetus. 

Homebuilders are including shelters in homes at reasonable cost. 
Millions of individuals have ¢ asked for our books on the shelter plans. 
Newspaper ads are beginning to appear. Construction companies and 
local builders are advertising home shelters “built to the specifica- 
tions of OCDM.” Many private architects and builders are creating 
wefabricated shelters built from their own designs, but still meeting 
hcDM specifications. Many industries have incorporated fallout 
shelters in their institutions. Thousands of shelters are being built by 
people and industries throughout this Nation. 

Although thousands of shelters have been built, more leader ‘ship 
is needed everywhere, because shelter is needed everywhere, and must 
be located everywhere. 

SHELTER PROTOTYPES 


We are providing that leadership, by building prototype shelters 
of various kinds throughout the country. 

Let me outline just some of them in the 1960 program that you 
approved : 

W e are building an underground garage, a combination of an un- 
derground garage and fallout shelter. We are building four school 
prototypes, ‘and I want to point out we are not constructing the school. 
We are just providing additional funds that would give them the pro- 
tective features that are necessary. We are incorporating fallout 
shelter, for instance, in the cafeteria, in the assembly area or class- 
rooms. We have 2 hospital projects, we are building 30 commu- 
nity shelters of 50 capacity each, and a one-city-block shelter. 

Our 1960 program includes approximately 100 family shelters, some 
of which are now completed. 

The funds requested for fiscal year 1961 of $3 million will permit 
construction of approximately 250 additional prototypes and this, of 
course, will complete the program which we announced last year. It 
isa 2-year program. 

You granted the $2.5 million last year and we are requesting $3 
million to complete it this coming fiscal year. 


SHELTER SURVEYS 


We have made surveys of existing structures in Contra Costa 
County, Calif.; Tulsa, Okla.; Montgomery, Ala., and Milwaukee, 
Wis., to determine their protective cap: abilities. 

From these we find that many existing structures today afford good 
fallout protection. For example, in the Tulsa commercial area the 
average daytime population is 73,000. They have structures there 
which will give adequate fallout protection to 69,522 people. We will 
have more surveys, provided the funds are grante ‘d by you. I believe 
many cities can get good fallout protection with but a little modifica- 
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tion of existing structures. Last year you appropriated $500,000 for 
the surveys. 1 want to report to you that this revealed to us the best 
fallout protection information for the least dollar cost. We ask that 
this year you appropriate the sum of $1.5 million in order that we 
ean carry on this program to complete it 

This is another program which would be completed with these addi 
tional surveys. 

Now, in summary, with reference to just the shelter program, we 
have requested $1.485 million for adult education, SL million for in- 


formation and education, $3 million for prototypes, $1.5 mill on for 
surveys and about $910,000 for additional research on habitability, 
decontamination, and other nintters connected with sheltei ‘| is 
is the sum of about SS million. We are not talk he about b llions of 
Gaollars. We feel we can do it if we set the propel example ‘t 1 oid 
ance and that the States and local communities will go forward with 
iL. 

Mr. ‘THOMAS. That is not the total cost by any means, for t > year? 


Mr. Horan. No, sir. 


SHELTER COSTS IN OTHER FEDERAL DEPART MEN 

Mr. ‘Tiiomas. ae have about SZ million in the General Services 
Administration budget for minor alterations of shelters, and the 
you have incorpor: ated in the new construction program 1 ber of 
dollars that I have not been able to figure out. 

Mr. Horcu. 1 can give you apecommnnte that figure, sir. These 
are the other three points in connect with shelters not appearing 
in our budget, but appearing in other departments and in GSA’s 
budget. In GSA you will find $2 million which is the one pomeé that 


I mentioned in our program of remodeling existing structures to pro- 
vide fallout protection. 

Mr. Tuomas. $3.8 million? What about that item / 

Mr. LlorcH. And SO.5 million for hardening of other Gover nent 
agencies’ relocation sites in the Washington area. 

Mr. Tuomas. What is the figure included in the new construction 
bill for GSA for some 40 or 50 projects ¢ 


Mr. Horex. It amounts to approximately $10 million. This 1s for 


fallout shelters in new structures. 
Mr. THOMAS. That is about S16 million oOvel ana above ur S] 
million ¢ 


Mr. Llore H. Yes, sir: but these, of COUTSe, Mr. ( hairman, e done 


to set the example. How can you expect a State government, a local 


government and peop le to t: ake action TO provide for fallout protec- 


tion unless the Federal Government sets an example? That is the 
purpose as pointed out in our national shelter policy. 

Mr. Jonas. Will you yield right at that point / 

Mr. Hore. Yes, sit 


Mr. JON AS. Was Mr. Grarrov a eorrect in ¢ wotings you t] rii- 


ing on his program ¢ 
Did you see his program this morning 4 
Mr. Horen. No,.sir: I did not. 


Mr. Jonas. I recommend that you get a transcript of it. Te said 


vou had figured out now that a person can absorb much more radia 
tion, without injury, than was thought possible several yea: 
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Mr. Horcu. Well, I now know what he is referring to. Two 
and a half years ago when I stepped into this job, | wanted to know 
how many roentgens a person could take and still live. 


RADIATION EXPOSURE CRITERLA FOR HUMANS 


The N ational Committee on Radiation Protection, made up of lead- 
ing scientists and medical men throughout the Nation, has been work- 
ing on this problem for 214 years. They gave me a tentative report 
about 10 daysago. In it they stated that a citizen could take a radio- 
logical dosage of 200 roentgens over a period of a few days and he 
would probably not become radiation sick. 

If he received over 200 roe ntgens, it is most likely he would become 
radiation sick. If he received over 600 roentgens he would like ly die. 

Prior to that time we had a formula that 75 roentgens was a strong 
dosage limit. Now, it appears that you can take up to 200 roentgens 
and still not become radioactive sick. 

The point is this: It shows that our fallout shelter program is sound. 
We anticipated that this would come about. Some of the NATO 
countries, at first, were quite reluctant to accept our policy but they 
now believe in it. In fact they unanimously favor it, knowing that this 
affords the best protection for the greatest number of people. 


EFFECT OF RADIOACTIVE FALLOU'l 


I want to point out quickly that if you had a nuclear attack, this 
country could be blanketed by radioactive fallout, covering as much as 
75 percent of the land are a of this country. I think it is important to 
point this out: We cannot detect in advance where the 25 percent area 
is located. The winds would vary, and therefore the hazard could shift 
into different areas. We know this, that the eifects—that is, the radio- 
active fallout—would vary from 100 roentgens up to maybe as high as 
30,000 roentgens. It depends on where you are, 

Therefore, we are advocating fallout shelters that have a factor of 
200 or more. For instance, let me give you this other example: A bomb 
hits Offutt Airbase. Let us say it is a 10-megaton bomb, or it hits 
Omaha, Nebr. It is a good target. The SAC is located there. 

Suppose there are no targets in Iowa. The city of Des Moines, 
Towa, is 150 miles to the east of the Offutt Airbase. Within about 3 or 
4 hours, depending upon the winds at that time and the speed of the 
winds at that time, there would be 2,000 roentgens per hour at Des 
Moines, Lowa. 

You can see if he had no shelter an individual citizen would die from 
radioactive fallout. If he had a fallout shelter, not an expensive one, 
but one that might cost as little as $25 and as high as as $2,500-—— 

Mr. Tuomas. How is he going to get in it ? 

Mr. Horen. In that instance he would have 3 or 4 hours to get in 
after the assault. 

Mr. Tuomas. It looks like to me that your best bet is that plastic 
garment which he is groing to put on. Th: at makes sense to me. The 
question is this: It is just like a man with an umbrella, and a pair of 
overshoes. They are always at the wrong place when he needs them. 

Mr. Horen. Mr. Chairman, you cannot protect yourself from ra- 
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dioactive fallout—from its effects—with a garment such as plastic 
clothing or anything else. The purpose of that is this—— 

Mr. Tuomas. Well, you have a little filter in it, or so your justifica- 
tions say. 

Mr. Horen. The purpose of these garments, Mr. Chairman, is 
this: If you are out in the exposed area and there are fallout pi urticles 
coming to the ground, you want to get into your shelter. You should 
shed this clothing and leave the contamination outside. 

It would take a 600- pound uniform to protect you. You would have 
to have a lead uniform. There is only one way of protecting yourself 
from radioactive fallout, and that is by adequi ite shielding. The best 
scientists of this country and the best doctors have definitely con- 
cluded this. Research proves it conclusively—— 


PROTECTIVE CLOTHING 


Mr. Tuomas. What is the purpose of your little plastic coverall? 

Mr. Horen. The purpose is to keep the particles from bodily con- 
tact and prevent burns. Further, the clothing would be left outside 
the shelter in order not to expose the shelter occupants. 

Mr. Tuomas. The plastic bag shields you; does it not? 

Mr. Horen. It covers you and prevents direct contact with the 
radioactive fallout particles. In other words, it lessens the exposure, 

Mr. Osrerrac. You mean the particles drop here and there and if 
you contacted them without this uniform, then you would be exposed 
to them; is that it? 

Mr. Horcu. Well, if the fallout particles come directly in contact 
with your face, hands, or other parts of the body, they will cause 
serious burns. The plastic bag or any clothing would be good to 
prevent that. 

It also keeps your body clean from the dust particles so that when 
you get into the shelter after shedding the bag or clothing you are 
not taking the particles with you. That is another purpose of the 
clothing. 

But, let us assume this problem: We had 2,000 roentgens in Des 
Moines, Iowa. Well, none of the people would survive unless they 
had some protection, for instance, in their basement. Most homes in 
Iowa have basements. That would reduce this by a factor of about 
20. In this case you would receive only 100 roentgens the first hour. 
After about 24 hours you might have consumed 200 roentgens. How- 
ever, if you had an improvised fallout shelter, which would cost 
very little, you could apply a reduction factor of 10. Therefore, in- 
stead of getting 100 roentgens the first hour, you would be getting 
only 10 roentgens for the first hour. 

I want to quickly eng? out that radioactive material deteriorates, 

For every multiple mF hours it is reduced by a factor of 10. 


cnarerore, 7 , hours after t first hit Des Moines, instead of h: a. a 
2,000-roentgens potency, it would be down ~ 200 roentgens. So, you 
ean see at the end of 2 davs. about 7 times 7, or 49 hours, it is ei 


downto 20 roentgens. That is within 48 ee So, very quickly 
thereafter, by this deterioration factor, you would be able to go out- 
side for short periods of time. 
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RESOURCES AND PRODUCTION 


Now, in the field of resources and production we are responsible 
for directing and coordinating the development of readiness measures 
for the management of the Nation’s resources and production. The 
following resources are involved: production and materials; fuel 
and energy; food and water; housing; manpower; telecommunica- 
tions; and transportation. 

Development of emergency economic stabilization measures and the 
administration of Section 8 of the Trade Agreements Extension Act 
are also the responsibility of our office. To carry out these responsi- 
bilities, the following types of activities are involved, and are car- 
ried out: 

Determination of requirements, evaluation of availability of re- 
sources, identification of actual or potential deficiencies, the alloca- 
tion of resources, development of readiness measures to improve the 
capability to meet demands of limited or a general war, and participa- 
tion in development of organization plans for meeting emergencies. 


INVESTIGATIONS UNDER TRADE AGREEMENTS EXTENSION ACT 


Under section 8 of the Trade Agreements Extension Act of 1958, 
the Director of OCDM undertakes appropriate investigations to 
determine whether imports of any articles threaten to impair the 
nationa] security. In the last year cases handled under this section 
involved imports of heavy electrical power equipment, oil, cobalt, 
tungsten, fluorspar, wool knit gloves, steam turbines, generators, 
transistors, and surplus military rifles, and a careful examination of 
data and appraisal of the national security interests are required in 
each case. 

Revised general policies for strategic and critical materials stock- 
piles were issued December 10, 1959. 

Mr. Tuomas. Governor, how do you separate that function from 
the Tariff Commission? Of course, the Tariff Commission is con- 
cerned with tariffs, but how are you going to separate the two func- 
tions ? 

Mr. Horen. Well, this is our experience—— 

Mr. THomas. They have been running that show now for about 40 
or 50 years. 

Mr. Horen. Well, the Congress in 1958 concluded that there should 
be other methods of determining whether or not certain imports 
should be restricted and the Congress by an amendment to this ex- 
tension act, as I pointed out, stated that we, therefore, should evaluate 
whether or not it affects the national security interests of the country. 

Mr. Jonas. May I interrupt at that point? 

Mr. Horen. Surely. 

Mr. Jonas. You do not go into the question of how adversely it 
affects domestic producers? 

Mr. Horan. No, sir. 

Mr. Jonas. Or the domestic economy ? 

Mr. Horan. No, sir. 

Mr. Jonas. But only whether it affects the national security ? 

Mr. Horcu. Yes, sir; only insofar as it might affect the national 
security. 
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Mr. Jonas. And if you should find that the continued importation 
at a certain level would destroy a domestic indus try entirely, would 
not that affect the national security ? 

Mr. Horen. That is right. For instance, there is skilled man- 
power. It is most important that we do not destroy what we con- 
sider a vital defense industry whose skilled manpower cannot be re- 
placed. 

Those are matters that we have to consider before we adjudicate, 


DECISIONS AS 10 IMPORTS THREATENING THE NATIONAL SECURITY 


Mr. Jonas. What happens under these cases 4 

Mr. Horen. What has been the final conclusion ? 

Mr. Jonas. Yes. 

Mr. Horcu. On the heavy electrical power equipment we have con- 
cluded that the import of these items did not threaten to impair the 
national security. However, we provided that we would keep it un- 
der surveillance should it so develop that it would threaten to impair 
the national security. 

We keep it under constant surveillance. 

Next, with reference to oil we did conclude that it threatened to 
impair the national security. 

With reference to cobalt, we concluded that it did not impair the 
national security—that is, the import of it. 

Mr. Jonas. With reference to tungsten, did they withdraw that 
petition ? 

Mr. Kenna. I believe that was withdrawn. 

Mr. Horeu. Yes; it was withdrawn after we had started our 
hearing. 

With reference to fluorspar 

Mr. Jonas. Is it under investigation ? 

Mr. Horcn. It has been denied. Wool knit gloves are still under 
investigation, and steam turbines are still under investigation. Gen- 
erators, transistors, and surplus military rifles are also still under 
investigation. 

Mr. Tuomas. As far as national security is concerned you cannot 
have too many of those things, can you? From an economic basis, 
it might be something else ? 

Mr. Horen. Well, Mr. Chairman, we evaluate these things pri- 
marily from a national security interest. Some of these industries— 
[ am not going to say which ones—are very vital to the defense of 
this Nation, and particularly its skilled manpower. It helps us to 
determine whether or not the importation might threaten to impair 
the national security. 

Mr. THomas. How? How will it affect the national security to 
have too much of it? National security is one thing, and the eco- 
nomic factor is something else. You have two separate and distinct 
means. 

Mr. Horan. With regard to the skilled manpower, sir, if you elimi- 
nated it, you no longer have this industry. In case “of a geared-up 
defense, you would need to use that manpower, and it would not be 

available. 

Mr. Tuomas. You are getting now over in the field of exactly what 
the Tariff Commission does. That is one of the main problems that 


the Tariff Commission has to decide—the dislocation of employment, 





le: 


all 


in 


re 


er 
ob 
re 
in 


ex 
m 


ta 
In 


O! 
Mm 


b 





= 





1081 


wages, and throwing people out of work, and a thousand and one 
economic factors. 

So you are duplicating exactly what they are doing. 

Mr. Horcu. Well, Mr. Chairman, I ought to point out we are con- 
cerned insofar as it affects the national s security, and not insofar as 
trade or commerce is concerned. Congress enacted this law and set 
forth our responsibility in this field. This has been our governing 
guideline and responsibility. 

Mr. Tuomas. How many people do you have in that field of en- 
deavor ¢ 

Mr. Horan. I would say in the neighborhood of 7. We coordinate 
all the other agencies. We have hearings and obtain most of the 
information from other departments of Government. 

Mr. Osrertaa. Is this based on an appeal from industry or business ? 

Mr. Horeu. Yes. For instance, the heavy duty electrical equipment 
request was filed by the industries in that business. With reference 
to oil, it was filed by the industries and their association. 


STRATEGIC AND CRITICAL MATERIALS STOCKPILING POLICIES 


I mentioned that on December 10, 1959, we announced revised gen- 
eral policies for strategic and critical materials stockpiling. Our 
objectives are to meet shortages for a 3-year emergency, including 
reconstruction, and shall represent amounts not less than 6 months’ 
industry usage in periods of active demand. 

Second, contracts for materials, the delivery of which would cause 
excesses to objectives, are to be canceled when satisfactory arrange- 
ments can be made. 

And third, disposal of materials in excess of needs shall be under- 
taken after public notice, provided markets are not seriously dis- 
rupted, serious losses are avoided, and there are no adverse effects on 
international interests of the United States. 

Mr. Tuomas. May I interrupt you there? I found that paragraph 
on stockpiling critical materials in the justifications last night and I 
marked it; and this morning I could not find it. 

Mr. Herreirtncer. I think that you are referring to page 94, at the 


bottom of the page, under the title “Production and Materials.” 
Mr. THoMas. No, that is not it. 


PERSONNEL ENGAGED IN STOCKPILING 


How many people do you have engaged in the stockpiling of these 
materials in all the categories ? 


Mr. Price. A total of about 11 or 12 people would be involved in 
this immediate activ ity. 

Mr. Triomas. I mean in all activities covering strategic materials. 

Mr. Horcu. About 11 or 12. 

Mr. Triomas. No more than 11 or 12? 

Mr. Horan. Yes, sir. Again, our agenc y is a coordinating agency. 
We again have to call in representatives ‘of other departments and 
we coordinate the final development of the policy. We had that 


responsibility was reference to the policies that T announced on 
December 10, 195! 
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Then fourth, Government agencies directly using strategic mate- 
rials are to fulfill their requirements from Government stocks wher- 
ever possible. That is particularly true of the stocks in our strategic 
stockpile that is in excess of our defense objectives. 


NATIONAL DEFENSE EXECUTIVE RESERVE 


The National Defense Executive Reserve, for which the Director 
of OCDM has overall coordinating responsibility, now comprises a 
total of 2,048 individuals. A total of 16 de spartments and agencies 
of the Federal Government are participating in the program. These 
executive reservists will form the nucleus top staff for a number of 
wartime agencies if and when such agencies have to be created. 

Mr. Tuomas. That is BDSA’s function in Commerce, is it not? 

Mr. Horcu. They have about 1,000 executive reservists. The De- 
partment of Labor has them; the Department of Health, Education, 
and Welfare has them; the ICC, and several other agencies, have them. 
We, however, have the overall responsibility of coordinating this 
program within the Federal Government. 


FEDERAL CONTRIBUTIONS 


Now I would like to come to the matter of “Federal contributions.” 

The Federal Civil Defense Act of 1950, while declaring the respon- 
sibility for civil defense primarily as that of the States and their 
political subdivisions, recognized the financial problems confronting 
most of the States and local | governments. In order to encourage these 
governments to properly equip themselves to meet their responsibili- 
ties, this act authorized the contribution of Federal funds on a 50- 
50 matching basis for certain types of civil defense materials and 
facilities. 

Under this authority, approximately $101 million of Federal funds 
has been obligated from the beginning of this program, which started 
back in 1951, through fiscal year 1960. Items obtained have con- 
tributed greatly to the emergency capability of the Nation. Much has 
been done toward establis hing an effective communications and warn- 
ing system at the State and local level. 

Mr. THomas. The Senator from Ohio says the funds have been 
misused. 

Mr. Horeu. I can assure you that is not the case and I shall be 
happy to go into that in greater detail. 

Mr. Tuomas. Are you familiar with the General Accounting Of- 
fice’s report on this? 

Mr. Horen. Yes. 

Mr. Tuomas. We will go into that in some detail later. Go ahead. 

Mr. Horen. Also, training centers and emergency operating centers 
have been installed at the State and local levels of government. 

The States and major cities, with few exceptions, have been 
reluctant to accept the entire financial responsibility of an effective 
civil defense organization. With the Federal Government assuming 
full responsibility for the military defense of the Nation, it is inconsis- 
tent to ask the States to prov ide their entire civil defense. T hey have, 
on the other hand, indicated their enthusiasm for a 50-50 Federal 
support program for personnel and administrative expense. 
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CONTRIBUTION TO STATE PERSONNEL AND ADMINISTRATIVE EXPENSES 


In August 1958, with the passage of Public Law 85-606, Congress in- 
creased the civil defense responsibility of the Federal Government by 
resolving that this responsibility must be vested jointly in the Federal 
Gov ernment and the several States and their political subdivisions. In 
its new partnership role with the States and local governments, the 
Federal Government is now authorized to contribute to the adminis- 
trative and personnel expenses of the States and local governments. 
This provides OCDM with the ability to direct a unified civil defense 
effort. It would strengthen civil defense at the State and local level, 
which I consider the heart of it. Secondly, it would insure a united 
coordinated civil defense effort. Thirdly, it is the most economical 
and effective method of doing it because by that means you would have 
not only a good competent st: ‘aff but you w ould have all the government 
personnel at the State and local level, approximately 5 million people, 
marshaled in to provide this kind of effort. It would also enable us to 
have full use of the resources of State and local governments. 

Fourth, because of the merit system I think we would have a more 
stable and competent civil defense staff. 


CONCLUSION OF DIRECTOR’S STATEMENT 


In closing, let me state that we have submitted what I believe to be 
an austere budget. It is less than one-tenth of 1 percent of the Federal 
budget, and its purpose is to protect the greatest resource we have in 
this Nation, our people. No personnel increases for OCDM are re- 
quested and other increases have been held toa bare minimum. Never- 
theless, I can assure you that if Congress approves our request, this 
Nation will make considerable progress toward attaining an effective 
and sound civil defense and defense mobilization capability. Both are 
needed as long as military defense is needed. They are vital parts of 
our total defense. T hey are an additional deterrent to war. Should 
war come, they will enable us to recover and win. 

T urge that the budget as submitted by the President be approved. 

Mr. THomas. A nice statement, very much to the point, and there 
are a lot of good thoughts in it. 


SuMMARY OF APPROPRIATIONS 


We shall put page 1 in the record at this point. 








(The page referred to follows :) 
Summary of appropriations 
1959 actual | 1960 actual | 1961 estimate 1961-1960 
| difference 
—_ — —— i —— errs ee 

PIN RE GEDOROEE on wancernseddceceonmee $23, 285,000 | $29,535,000 | $25, 750,000 —$3, 785, 000 
I ae oe ons susan niunaommpmmene 10, 000, 000 22, 000, 000 +12, 000, 000 
Emergency supplies and equipment_........-.- 20, 000, 000 6, 950, 000 11, 400, 000 +4, 450, 000 
Research and development_.__..._..-.-.--..... 2, 000, 000 4, 000, 000 7, 200, 000 +3, 200, 000 


Civil defense and defense mobilization func- 
i ieee 


ihundisitetitiamedend 10, 000, 000 +-10, 000, 000 
Construction of facilities 


PE Bonenincsoncage ~2, 400, 000 
52, 885, 000 76, 350, 000 | +23 23, , 465, 000 
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It shows that “Salaries and expenses,” $29,535,000 for 1960, 
been reduced to $25,750,000 for 1961, a reduction of $3,785,000. 

“Federal contributions” were $10 million last year and that has 
been increased to $22 million this year. That is one of your new pro- 
grams which you have legislative authorization for to the tune of 
$2) million and you are asking for $12 million of it this year. That 
1s for some jobs we will vo into in de ‘tail later. lor all practic i] pur- 
poses it is a new program. 

“Kmergency supplies and equipment,” last year you had $6,950,000 
which was divided into two parts, about one-half in the regular bill 
and the other half in deficiencies, as well as I recall. This year you 
seek $11,400,000, which is an increase of $4.450.000. We will go into 
that in some detail. I notice that there is no request for medical 
supplies. And out of the $11,400,000, $8,400,000 is charged to man- 
agement rather than supplies themselves, and that will have to be 
a in detail when we get to it. 

or “Research and development” you had $4 million last ye ar and 
you stepped that up to $7,200,000, which means an ine rease of 35,200,- 
000, and most of it is in the field of shelters. with $1.5 million for sur- 
veys of our towns and cities. You have some fresh money, about 
$2 million or $2.5 million to continue your experimental work. 

We will pull all your shelter programs together and at the right 
place we will detail it. In one place it is about $7 million and in an- 
other budget, not yours, it is in the neighborhood of another 
lion, which approximates $24 million. 

You have an old item, even though it is marked “new” here. “Con- 
tributions to other agencies of Government involved in civil defense.” 
We will go into that in some detail. That totals $10 million. 

Your total budget this year is $76,350,000, whic eS Ss an increase of 

$23,465,000 over last year, ‘and 48 or 49 percent of it is for new items, 


las 


S17 mil- 


ANNUAL APPROPRIATIONS, 1951-60 


It might be well to put your appropriations in by years. And it 
should be pointed out that this program was started in calendar year 
1950, in the early summer right after the Korean war. Beginning 
with the fiscal year 1951, we will show it by years for the 10 year 
period. 

In round figures it was $26,750,000 the first year, and I believe we 
had a budget submitted to us in the neighborhood of $500 million 
that year. 

In 1952 it is $77,021,250; in 1953, $44,250,000; in 1954, $49,275,000; 
in 1955, $50,186,000: in 1956, $70,900,000; in 1957, $95,760,000; in 
1958, $41,561,300; in 1959, $45,285,000; last year, $52,885,000; and this 
year, $76,350,000. 

Your chart on civil defense here is very excellent. In fact, I think 
your budget has a wealth of material in it and we are very grateful 
to you for it. You would have been a little more helpful in your 
organization chart if you had broken it down by grades. We would 
like to know how many excepted positions you have, and how many 
18’s, how many 17’s, how many 16’s, your supergrades, and how many 
15’s and 14’s. 

Your narrative is very excellent. 
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We shall put pages 4, 5, and 6 in the record. 
(The pages referred to follow :) 


INTRODUCTION 


The budget estimates set forth in this document request the appropriation of 
$76,350,000 for fiscal year 1961 to carry on the nonmilitary defense portion of 
the total national defense program of the United States. These estimates have 
peen carefully evolved after taking into account the experience of 114 years of 
unified approach to the problems of civil defense and defense mobilization fol- 
lowing the implementation of Reorganization Plan No. 1 of 1958. They will 
permit significant steps forward in several programs for strengthening our 
defenses at home, in consonance with the principle, as expressed by the Presi- 
dent in his special message to the U.S. Senate on August 25, 1959, that “along 
with our military defense and retaliatory forces, civil defense and defense 
mobilization are vital parts of the Nation’s total defense—together they stand 
asa strong deterrent to war.” 

The developments in civil defense and defense mobilization concepts and 
advances in military science during the months since the presentation of the 
1960 budget have time-proved the basic objectives and methods being pursued 
by OCDM for strengthening the survival capability of the Nation. They are: 

1. Implementation of the National Plan for Civil Defense and Defense Mobili- 
zation. This plan was promulgated by the President in October 1958 and sets 
forth, for the first time, a clear statement of the responsibilities of everyone from 
the individual citizen to the officials of every level of government. Annexes to the 
plan currently being prepared and published will provide policy guidance on 
action to be taken for 40 major topics of concern to survival. The overall na- 
tional leadership and direction established by this plan will generate uniform 
plans and action, creating a sound and effective civil defense structure for the 
Nation. Tied directly to this plan are the survival plans already completed 
for the 50 States, the District of Columbia, and Puerto Rico. Supplementing 
these State plans, in turn, are 240 area plans and 2,200 local plans. 

2. A comprehensive program for increasing the availability of appropriate 
shelter through private and public enterprise, as directed by the national shelter 
policy. This policy was announced at the direction of the President in May 
1958 after exhaustive tests and studies had proved conclusively that appropriate 
fallout shelter offers the best single nonmilitary defensive measure for the pro- 
tection.of the greatest number of people in the event of nucelar attack. This 
policy outlines several positive actions to be taken by the Federal Government 
to provide leadership and example in measures to counteract the hazards of 
radioactive fallout. 

3. Improving the capability of governments at all levels to act effectively in 
an emergency. Continuity of government is a must in this perilous age. Under 
attack, damage to communication and transportation networks or a general 
blanket of radioactive fallout might cause many local governments to be iso- 
lated for extensive periods of time. Chaos will result unless prompt and re- 
sponsible leadership is provided when needed to retain command and control, 
and to give directions and assistance. A majority of the States have adopted 
continuity of government legislation during 1960, and OCDM will continue to 
expand the program to counties and cities in 1961. 

4. Implementing the 1958 amendments to the Civil Defense Act of 1950. 
This legislation, Public Law 85-606, provided a sound base for materially 
strengthenirg the national civil defense effort by declaring the policy of Con- 
gress that civil defense is a joint responsibility of Federal, State, and local 
governments—a partnership effort toward the common objective, the deterrence 
of war through a strong, effective nonmilitary defense program. The law au- 
thorized, first. Federal matching of State and local civil defense personnel and 
administrative expenses: second, the distribution of chemical, biological, and 
radiological defense equipment to the States through loan or grant; and, third, 
the Federal matching of travel costs of individuals attending schools for civil 
defense training. The first program of financial assistance for State and local 
staffing has not been imnlemented to date since the Congress h»s refused to 
appropriate funds for this pyrpose. The latter two programs have been ini- 
tiated in 1959 and 1960. The 1961 budget request contains the sum of 
$18,800,000 for these three programs. 





1086 





The tabulation which follows presents an analysis of the appropriation ip. 
creases requested in 1961 over 1960, distributed by major program area. The 
remaining pages in this introduction summarize the reasons for the increaseq 
requirements in each program area. 


Analysis of increases between fiscal year 1960 and fiscal year 1961 by major program 
area 





1959 actual | 1960 estimate | 1961 estimate} 1961 and 1960 





| difference 

Shelter: | 
Public information and education.-........| $1,590,146 | $1,835,000 | $2, 500. 000 | +$665, 000 
Prototype shelters - - - Jive-deseeee ees ien al 2, 500, 000 | 3, 000, 000 +500, 000 
Surveys of shelter av ailability  csabiceat ah i 500, 000 | 1, 500,000 | +41, 000, 000 
Other shelter research._..-..-......---..- 688, 416 | 1, 113, 649 | 910, 000 | —203, 649 
Subtotal. .....--- aa it 2, 278, 562 5,948,649 | 7,910,000 | +1, 961.351 
Public Law 85-606: ar. 
Radiological defense equipment __- 1, 824, 176 2, 320, 000 6.000, 000 | +3, 680,000 
Chemical and biological defense equipment -|------..-.----| j ; 500, 000 | +500, 000 
Personnel and administrative expenses_ : onto | 12,000,000 | +12, 000, 000 
Individual student travel---_-.-..------ 300, 000 300, 000 |... 62a 
I On cs cmieeee 1, 824, 176 | 2, 620,000 | 18,800,000 | +16, 180, 000 
Assignments to other Federal agencies 3, 347, 291 | 6,250,000 | 10,000,000 | +3, 750,000 
Warning and communications: | | Sr 
National warning system _----- r 1, 136, 984 1, 229, 000 | 1, 420. 000 +191, 000 
National communications system ----_-_. 1, 659, 756 | 514, 500 | 1, 020, 000 +505, 500 
Home warning (NEAR) system ee : : 200, 000 | +-200, 000 
Other communications services_.- 1, 154, 742 1, 032, 700 1, 041, 500 | +8, 800 
Subtotal__- a — | 3.951.482 | 2,776,200} 3,681,500 | +905, 300 
All other programs.-_---....-.----- : | 50, 195, 825 36, 641, 147 36, 093, 500 — 547, 647 
Total obligations__- 61, 597, 336 54, 235. 996 76, 485, 000 | +22, 249, 004 
Adjustment for carryover and lapses. - - — 16, 312, 336 — 1, 350, 996 135, 000 +1, 215, 996 
Appropriation - --_- 45, 285, 000 52, 885,000 | 76,350, 000 +23, 465, 000 


Norte.—Obligational data exclude the President’s disaster relief account. 


Mr. Tuomas. The tabulation on page 6 gives a bird’s-eye view of 
the increases by major program area, and it might be well for the 
committee to take a good look at it, because it tells the tale. 

On shelter, for instance, it is broken down, public information and 
education, $2.5 million; prototype shelters, $3 million; surveys of 
shelter availability, $1.5 million; and other shelter research, $910,000, 


PROGRAMS 


Your breakdown on page 7 is very interesting. We an put that 
in the record, and we will also put in the record pages 8, 9, and 10, and 
also page 11. 

(The pages referred to follow :) 


SHELTER 


The shelter program results from carrying out Federal actions announced in 
the national shelter policy in May 1958. This policy recognizes the great poten- 
tial for the saving of lives in the event of attack by the provision of fallout 
shelter. The national shelter policy is essentially a ‘do it yourself” program 
with strong Federal leadership, guidance, and example Funds in the amount 
of $7,910,000 are requested for 1961, an increase of $1,961,000 over 1960, to con- 
tinue the following programs: 

1, An aggressive education and information program to inform every American 
fully on the possible effects of nuclear attack, and of the actions that he and 
State and local governments can take to minimize them. The largest dollar 
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item in this category is $1,485,000, an increase of $635,000 above 1960, to con- 
tinue the program of education in principles of individual, family, and community 
tection being conducted under the direction of the Office of Education, Depart- 
ment of Health, Education, and Welfare, through the nationwide adult educa- 
tion network. The 1961 request will continue the program in the four States 
eurrently under contract, Texas, Minnesota, Kentucky, and Florida ; continue the 
m extension to two additional States in 1960; and permit expansion to 
four additional States in 1961. It is estimated that the total funds appropriated 
for this program through 1961 will result in the training of some 578,000 individ- 
ual citizens in the 10 States participating in the program. 

2. The construction of a limited number of prototype shelters to be tested by 
actual occupancy for realistic periods of time. The funds will be used to pay 
the relatively small added cost of creating shelter in construction projects that 
will also have practical peacetime use for other purposes. This program pro- 
vides the Federal leadership and example to stimulate the incorporation of pro- 
tection against radioactive fallout in future public and private construction of 
all types and varieties of facilities. This will realize the potential for saving 
of life that accrues from fallout shelter. The 1961 request for $3 million for 
construction of prototype shelters represents an increase of $500,000 over the 
amount of $2,500,000 appropriated for 1960. The 1961 request will complete the 
2-year program for this purpose. 

8. The conduct of surveys of existing structures on a sampling basis to obtain 
information on the capabilities of these structures to provide fallout protection. 
Four pilot fallout shelter surveys have been conducted in Contra Costa County, 
Calif.; Tulsa, Okla.; Montgomery, Ala.; and Milwaukee, Wis., to establish the 
procedures, techniques, and probable costs of making such surveys. These pilot 
projects have shown that shelter surveys can be conducted at reasonable cost ; 
there is significant protection against fallout in existing structures; and that 
existing shelter capabilities can be increased at nominal cost. For example, in 
the Tulsa commercial area the average daytime population is 73,000 and minor 
modification to existing structures would give adequate fallout protection to 
69,522. Total funds of $2 million are required to complete the program of 
sampling surveys, consisting of $500,000 available in 1960 and $1,500,000 re- 
quested for 1961. 

4. An accelerated research program on problems related to shelter. These 
include occupancy testing by groups of people under actual living conditions for 
extended periods of time, the study of problems of organization and management 
of shelter groups, standards for the engineering equipment needed in shelters 
and protective structures, and investigations of the strength properties of var- 
ious kinds of protective materials. Future research will be a continuation of 
these efforts along the lines of research already initiated with the objective of 
obtaining additional results and developing new methods and techniques as new 
problems arise. 

5. Separately from the OCDM budget, the General Services Administration is 
budgeting for two additional phases of the fallout shelter program which are 
essential to completely demonstrate Federal leadership to the Nation. These 
are, first, the incorporation of fallout protection in appropriate new Federal 
buildings that will be designed and erected in the future, and, second, the de- 
sign, construction, and testing of shelter prototypes in existing Federal build- 
ings. Federal example is an indispensable stimulation to State and local goy- 
ernments, and to private investment for the same protective construction. 


PUBLIC LAW 85-506 


The passage of this legislation laid the foundation for materially strengthen- 
ing our civil defense capability in this missile age. It declared the policy of 
Congress that civil defense is a joint responsibility of Federal, State, and local 
governments—a partnership for building a total civil defense capability. It 
recognized the experience of the years since passage of the Civil Defense Act 
of 1950 that the States and cities cannot “go it alone.” Strong Federal leader- 
ship, direction, and participation are essential. This 1961 budget includes 
$18,800,000 for carrying out the Federal participation required by this legisla- 
tion, including (1) $6,500,000 for procurement and distribution of chemical, 
biological, and radiological defense equipment for training and operational use; 
(2) $12 million for Federal matching of State and local civil defense personnel and 
administrative costs: and (3) $300,000 for Federal matching of travel costs of 
individuals attending schools for civil defense training. 


51632—60——_69 
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Each of these major categories is discussed below. 

1. Chemical, biological, and radiological defense equipment: The $6,500,000 
requested in 1961 represents an increase of $3,680,000 over the amount of 
$2,320,000 made available for 1960. The 1961 request provides $6 million for 
radiological defense equipment. In addition, it provides $500,000 for the fina) 
production engineering of a citizens’ chemical warfare protective mask for digs. 
posal through commercial retail channels at a unit price of about $2.50. The 
1961 estimate focuses upon improving our ability to detect, monitor, and analyze 
the deadly radioactive fallout which would spread over most of the Nation in 
the event of a massive nuclear attack. The program covers provision for neces- 
sary training equipment on the basis of one set per county, the equipping of a 
national chemical, biological, and radiological monitoring network, as well ag 
for the protection and continuity of government at national relocation sites, 
Considerable progress has been made during the last year: 1,033 fixed monitoring 
stations have been established countrywide at regular fixed field locations of 
Federal agencies; about 14,000 stations have been established throughout the 
various States. Training equipment has been provided for these stations which 
can be used in emergency for operational purposes. In addition, equipment has 
been provided for initiating familiarization courses in 15,000 high schools. A 
total of 150,000 fixed monitoring stations blanketing the Nation is the ultimate 
OCDM objective for the national monitorying network. 

The funds requested for 1961 will complete the procurement and distribution 
of instruments for training purposes and will provide in addition one set of 
operational monitoring instruments for 36,541 monitoring stations. Completion 
of the final production engineering tests on the citizens’ protective mask will 
permit OCDM to begin negotiations with potential manufacturers for the pro- 
duction of masks for sale to individuals through commercial channels, 

State and local civil defense personnel and administrative costs: The amount 
of $12 million requested for this program represents the initiation of the financial 
assistance program authorized by the 1958 amendment adding section 205 to the 
Civil Defense Act. These funds are vital to an adequate civil defense program 
at the local level. In a special message to the U.S. Senate on August 25, 1959, 
the President stated as follows: 

“Matching funds are required to strengthen civil defense at the State and local 
levels, the very heart of civil defense, and to give tangible evidence of Federal 
leadership in encouraging State and local governments to prepare the defenses 
for the people.” 

The States have submitted operational plans which have been approved and 
are ready for implementation. They have taken the necessary steps to utilize a 
merit system for all employment toward which Federal funds are to be applied. 
Through this contribution program the Nation will obtain the full use of all 
Government personnel and resources at the State and local level. This means 
that approximately 5 million employees now working at these levels could be 
marshaled to serve the people in the event of nuclear attack. 

3. Federal matching of student travel: The 1961 request for $300,000 is iden- 
tical with the amount appropriated for 1960. Under this program, the means are 
available for interested citizens to attend courses at the OCDM training schools, 
consisting of the Staff College, the Radiological Defense School, and two train- 
ing centers. To keep travel costs to the minimum, the training centers are located 
on the east and west coasts. The 1961 funds requested will provide financial 
essistance to 3,095 students taking civil defense training. 


ASSIGNMENTS TO OTHER FEDERAL AGENCIES 


This appropriation request of $10 million, an increase of $3,750,000 over the 
amount granted for 1960, covers the financing, on a consolidated basis, of the 
most essential nonmilitary defense preparedness functions of the other Federal 
departments and agencies. This central budgeting procedure results from the 
preference frequently expressed by the Appropriations Committees in recent 
years in order to permit congressional review of a package appropriation request 
containing all identifiable civil defense and mobilization costs. Approximately 
$7,500,000 or 75 percent of the 1961 request is required to finance the full-year 
1961 costs of programs initiated in 1959 and 1960. The research effort is being 
increased in the Departments of Commerce and Health, Education, and Welfare, 
in the field of resources. New programs are being implemented in four agencies: 
Interstate Commerce Commission, Civil Aeronautics Board, Small Business 
Administration, and Post Office. 
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The appropriations requested will be utilized to continue strengthening the 
emergency readiness of the Federal Establishment in the field. They are re 
quired, then, as a positive example to the States and cities that the Federal 
Government is interested in improving the home defenses, and is proving this 
{interest by expenditure of Federal funds. 

The approval of the appropriations requested herein will permit substantial 
improvement of the Federal civil defense posture, in a manner that will afford 
maximum benefit from the dollars appropriated. The objective will be sought 
through utilization of the existing facilities and competence of the existing 
Federal Government structure to solve the many problems that must be dealt 
with in this perilous age. 


WARNING AND COMMUNICATIONS 


The 1961 estimate of $3,681,500 will finance the recurring costs of maintain- 
ing the current warning and communications systems, and will also permit 
several urgently needed improvements, particularly in the warning area. These 
systems are required to carry out the responsibilities assigned to OCDM for 
warning the civilian population and providing operational and emergency com- 
munications within and among the Federal agencies, to the States and from the 
governments to the population. 

1. National warning system: With this system, attack warning information 
ean be disseminated in less than a minute to almost 300 warning points 
strategically located throughout the country. OCDM warning centers located 
at Air Force SAGE regions man their posts on an around-the-clock basis so that 
instantaneous warning can be given. During 1960, the total number of warning 
points is being increased to 376. In 1961, the number will be further 
increased to 446. As soon as possible thereafter, the number will be increased 
to the total objective of 500, covering all cities of 20,000 or more population and 
those cities of 10,000 to 20,000 population which are adjacent to important 
targets. 

2. National communications system: At the present time, this system consists 
of a leased teletypewriter-telephone system on a standby basis. During 1961, 
this system will be rearranged to provide full time circuits over protected routes 
to all OCDM facilities. Radio equipment to back up the teletypewriter-tele- 
phone system was ordered in June 1959 for 6 of the 8 OCDM regions and for 
25 States. The regional equipment will be installed and each installation acti- 
vated by March 1961. During the interim period until equipment is available 
for the other two regions, they will be serviced on a minimal basis from nearby 
OCDM facilities. State equipment will be installed in State relocation sites as 
rapidly as secure, protected sites become available, with the objective of com- 
pleting the entire State network by June 1963. 

3. Home warning (national emergency alarm repeater) system: The develop- 
ment of the NEAR system represents the first major breakthrough in the field 
of improved warning capability to meet the threat of intercontinental ballistic 
missile warfare. The amount of $200,000 requested for 1961 will be used for an 
initial installation of this system to develop guidelines and policies regarding 
financing, installation, and operation of the system on a national basis. 


Mr. Tuomas. On page 12 you have a summary of all other pro- 
T nd © = rm": 
grams. We will have to come back to that. This amount of $18,- 


126,500 for salaries and related expenses of retirement, travel, and 
administrative support confuses me. 
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Program and financing 


SALARIES AND EXPENSES 








Program by activities: 

. Executive direction and policy planning 
. Research and development 
; Manenguaey pleening.....................-..<.-. 
Warning and communications... 

. Training, education, and public affairs. - 
Resources and production planning - - 
pa NIM LL do dcchddbcncebeatiind 
. Management services and stockpile operations 


ES ORIEL EL A 

9. Relation of costs to obligations: 
Costs financed from obligations of other years, net (—) 
Obligations incurred for costs of other years, net__-- 
Total program (obligations) - 

Financing: 

Comparative transfers to other accounts. --.. 
1959 appropriation available in 1958___.................-.- 
Unobligated balance no longer available 


Appropriation (new obligational authority) 





815, 156 


263, 322 
876, 776 
, 210, 409 
716, 916 
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6, 250, 000 


29, 535, 000 25, 750, 000 


1960 estimate | 1961 estimate 
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23, 285, 000 25, 750, 000 
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Object classification 

















































































1959 actual | 1960 estimate | 1961 estimate 
OFFICE OF CIVIL AND DEFENSE MORILIZATION 
P Total number of permanent positions___..................___- 1, 571 1, 700 1, 700 
Full-time equivalent of all other positions..._..............-.. 25 55 47 
) Average number of all employees_.._.........--.-------.-.-.. 1, 555 1, 667 1,711 
) Number of employees at end of year.-...-----.-.-...-.-.....- 1, 734 1, 850 1, 
Average GS grade and salary.-...........-...-........-...... 9.3 $7, 713 | 9.4 $7,925 “9.4 $8, 028 
) — — | — ——[ —_—————— 
) 01 Personal services: 
) NG TONNONN in win di domntudsccbadatecvdstins $11, 720,783 | $12, 776, 400 $13, 377, 700 
) Positions other than permanent................... ... 174, 992 367, 500 365, 800 
: Re SIOTRONAL BOP WRONG i cette nccnnnieacdchsnttacneucn 255, 144 287, 100 252, 500 
p OGRE POTOTEE GUT INON s. b icin de nciicnwdeddcutnss 12, 150, 919 13, 431, 000 13, 996, 000 
0 Oe, Taavel...scninn aig rusdtitnandbtmerdiniduadeadadrudtbbdbitehds 908, 147 989, 000 989, 000 
d OEE LEE 199, 405 240, 000 193, 700 
» Pee sImERIECMINEC GOPVECOS. ono edcwadedwoecceccconcceccs 2, 121, 234 2, 439, 500 2, 920, 400 
0 SLEEerieD GUN WIGY GOT VIG. is ic cee sede citidwewetcccowecs 171, 114 175, 550 | 172, 300 
ee PE 1, 375, 081 828, 160 1, 114, 800 
i. rr OCI, MO WROOS . . ... onccmmeeimorencmaueusionee 1, 068, 254 1, 309, 500 1, 981, 100 
: Services performed by other agencies_............._._- 638, 923 728, 475 706, 400 
ce IN AUNLY MRGUINOR IE a aide cinentincnacuckannuasdibeccs 418, 871 350, 675 363, 200 
b I ial india: Se guinetete gdin cnddgue ante esied bint 255, 293 331, 640 229, 800 
0 11 Grants, subsidies, and contributions. -...-.............-.- 665, 379 1, 049, 350 1, 088, 900 
enn MII ee nsonengeoutuasns 37, 675 42, 200 | 45, 000 
» SI UI I ahh alt sis eittehd tiara dies winlatdiacsais 3, 789 3, 100 3, 500 
| ee ee ee aaa 7, 185 23, 850 25, 100 
eae 6, 000 6, 000 6, 000 
1989 program obligated in 1958_........-.-.--2--2-2222-- 2 —139, 832 |--------------]---02--548---- 
Total, Office of Civil and Defense Mobilization......._- 19, 907, 437 21, 948, 000 | 23, 835, 200 
ALLOCATION ACCOUNTS Party es 
Total number of permanent positions.................--.-...- | 19 22 22 
Average number of all employees. .....-...-...-...---...-...- 13 | 20 22 
Number of employees at end of year. ........-......2..---.... 16 | 20 22 
Average GS grade and salary. ..........-.-------------------- 8.8 $7,055| 9.4 $7,404/9.4 $7,575 
————————— es | ae eee 
01 Personal services: 
II he wlademaeubans $166, 494 $249, 700 $263, 800 
Og ae eee 270 | 400 600 
ORE RENE BUN WEI cecinccancensccnquctiaenaoes 166, 764 250, 100 264, 400 
I cna cing ciciiasiatebamsebbeiteanaaeabkanebeadhuaee 2, 058 11, 000 11, 000 
EEE Eee 8, 400 2, 600 1, 400 
INICIO OI i cesar pemepemeenenaepepaieiens 720 1, 800 2, 000 
ip) nee Gin TONTOOIONON . . .. site ciiiwktccinsdisscedecee OE scisiencsntaccet 500 
eee 982, 903 1, 062, 000 1, 573, 500 
Ol Bepoiies and materials... ncnckinitenansesvdadecnccnccecte 439 1, 200 2, 000 
Fe Nis bd ncndncodednandidddeckduidbthetbbcndests 1,400, 694 |.............. 50, 500 
11 Grants, subsidies, and contributions. _.................... 3, 532 6,400 7, 300 
12 Pensions, annuities, and insurance claims_...............-]........-..-_- 200 200 
EERE 1, 366 1, 700 2, 000 
Total, allocation accounts..................<<.-<<..<---- 2, 576, 076 1, 337, 000 1, 914, 800 
S| a ee eee 22,483,513 | 23,285,000 | 25, 750,000 
————— ee ee ee. 
Obligations are distributed as follows: 
Office of Civil and Defense Mobilization.................. 19, 907, 437 21, 948, 000 28, 835, 200 
General Services Administration..................--.--..- 489, 142 235, 000 218, 000 
cele ee re ee ea 1, 344, 541 A I Esc cenacetemcetanient 
Department of Health, Education, and Welfare_.......... 742, 393 1, 057, 000 1, 696, 800 








On page 13, under “Salaries and expenses,” we will put the appro- 
priation language in the record. 
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EXECUTIVE OFFICE OF THE PRESIDENT, OFFICE OF CIVIL AND DEFENSE MOBILIZATION 


“SALARIES AND EXPENSES 


“For expenses necessary for the Office of Civil and Defense Mobilization, in- 
cluding services as authorized by section 15 of the Act of August 2, 1946 (5 
U.S.C. 55a) ; reimbursement of the General Services Administration for security 
guard services; expenses of attendance of cooperating officials and individuals 
at meetings concerned with civil defense functions; not to exceed $8,500 for the 
purchase of newspapers, periodicals and teletype news services; not to exceed 
$1,000,000 for expenses of travel; and not to exceed $6,000 for emergency and 
extraordinary expenses to be expended under the direction of the Director for 
such purposes as he deems proper, and his determination thereon shall be final 
and conclusive ; [$23,285,000, of which $185,000 shall be available for the Inter- 
departmental Radio Advisory Committee] $25,750,000: Provided, That contracts 
for not to exceed eight persons under this appropriation for temporary or in- 
termittent services as authorized by section 15 of the Act of August 2, 1946 
(5 U.S.C. 55a), may be renewed annually, and one such contract, for the services 
of an erpert or consultant for telecommunications, may provide for a per 
diem rate of not to erceed $75. 

“{For an additional amount for “Salaries and Expenses,” to be allocated for 
expenses necessary to discharge such civil defense and defense mobilization 
functions performed by other Federal Agencies as may be designated by the 
Office of Civil and Defense Mobilization, $3,000,000.] 

“fFor an additional amount for “Salaries and expenses”, to be allocated for 
expenses necessary to discharge such civil defense and defense mobilization fune- 
tions performed by other Federal agencies, as may be designated by the Office 
of Civil and Defense Mobilization, including payments by Department of Labor 
to State employment security agencies for the full cost of administration of 
defense manpower mobilization activities, $3,250,000.] (Indcpendent Offices Ap- 
propriation Act, 1960; Supplemental Appropriation Act, 1960; Mutual Security 
Appropriation Act, 1960).” 


ice eni ven ieneniencainnescanehaninb pies eisiomenapents $29, 535, 000 


Estimate 1961 795, 750, 000 


eeieaieietecasecllil ccceccanecpresineiadcenvct ined icaanteineggains ible 20, 


1 Excludes $10 million for activities transferred in the estimates to “Civil defense and 
defense mobilization functions of Federal agencies."”’ The amounts obligated in 1959 and 
1960 are shown in the schedule as comparative transfers. 


EXTRAORDINARY EXPENSES 


Mr. Tuomas. How much of your $6,000 did you spend for extraor- 
dinary expenses in the first 6 months of this year? 
Mr. Horeu. $3,600. 
TRAVEL 


Mr. Tuomas. Overall travel of approximately $1 million is a lot of 
money for travel, is it not ? 
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PROGRAM AND FINANCING 


We will put page 14 in the record. 
(The page referred to follows :) 





aE 


tions 


Total obligations 


Comparative transfers to other accounts..._...- 
i 
Unobligated balance no longer available-....--- 


1959 appropriation available 


Total appropriation...... 


—_— OS Sor 


Executive direction and policy planning----- 


affairs ._.... 


Research and development 

3, Emergency planning. 

4, Warning and communications............... 
5. Training, eiucation, and public 

6. Resources and production planning---.-.-.-- 
7, Field operations. ...........-....- 

8, Management services and stockpile “opera- 





1959 actual 


$907, 
884, 
803, 
893, 
074, 
693, 
501, 


i 
3, 
4. 
L, 


5, 


634 
179 
972 
458 
030 
975 


077 


188 


| 1960 estimate 


3, 513 | 
5, 788 
9. 832 
5, 867 





, 000 | 











$951, 300 $969, 400 

835. 500 696, 000 

2, 082, 800 2, 185, 700 

2. , 200 3, 529, 900 
f 5, 021, 300 | 

1. 862, 100 | 2, 091, 900 
7, 130, 600 7, 540, 400 
3, 704, 900 | 3, 715, 400 | 
23,285,000 | 25, 750,000 
Ce en 8 oh acmcueen 
29, 535, 000 | 750, 000 


| 1961 estimate | 


1961/1960 
| difference 


100 
500 
900 
700 
700 
860 
800 


_ +10, 500 


+2 » 465, 000 
—6,! 250, 000 


+$18, 
—139, 
+102, 
+877, 
+955, 
+229, 
+409, 





Mr. Tuomas. Members of the committee will find page 14 is a very 


excellent page. 


We shall also put 
the record. 


SUMMARY OF EXPENSES 


this year’s 


s overall figures on personal services in 


(The pages referred to follow :) 


Let us put pages 16, 17, and 18 


in the record. 
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Mr. Tuomas. This shows you are requesting 1,700 positions for 1961, 
the same as last year. 


SUMMARY OF POSITIONS 


We will put page 19 in the record, which shows a breakdown of per- 
sonnel, 691 in the field against 691 for 1960 and 580 for 1959. 
(The page referred to follows :) 


Summary of positions 





1959 actual | 1960 estimate | 1961 estimate 














1. Executive direction and policy planning--..........-------- 80) 80 80 
2. Research and development___..............-..---- ead 73 56 56 
Pe, (8... i ccuckhnasesesensaamagsnnedanigges 168 185 185 
4. Warning and communications... ..................-.-.------- 47 47 47 
5. Training, education, and public affairs__..............-.--- 148 163 163 
6. Resources and production planning ----..........---------- 157 187 187 
et I tae cad reine eam aleni anon 580 691 691 
8. Management services and stockpile operations. ..........--| 318 | 291 291 

da ka lei ed eedtaainae 1, 571 1, 700 | 1,700 





LOCATION AND CLASSIFICATION OF EMPLOYEES 


Mr. Tuomas. You wear two hats, one in Washington and one in 
Battle Creek. How many do you have in W ashington, and give 
breakdown of classifications. 

Mr. Horecu. We have 363 in Washington and 646 in Battle Creek, 
Mich. 

Mr. Tuomas. And in addition to that you have 691 in the field? 

Mr. Hogecn. Yes, sir. 

Mr. Triomas. Repeat that figure for Washington again? 

Mr. Horcu. 363 here. 

Mr. Tuomas. Give us a breakdown of those 363, how many are ex- 
cepted, how many supergrades, and how many 14’s and 15’s. 

Mr. Herrecrincer. I can give you numbers only but I can give 
you the breakdown as to classification for the agency as a whole. 

Mr. THomas. Can you break it down by W ashington, Battle Creek, 
and the field? 

Mr. Herretrincer. Only by numbers. 

Mr. Troomas. What do you mean by that? 

Mr. Herre.rincer. We can give you how many are employed m 
Washington and what they do. 

Mr. Tuomas. Will you break down for the Washington office the 
number of excepted positions, the number of supergrades, 18’s, 17’s, 
and 16’s, and the number of 15’s and 14’s? 

Furnish the information for 1959, 1960, and 1961. 

Mr. Herre.Fincer. Yes, sir. 
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(The information follows :) 


Listing of selected grade classifications—Salaries and expenses, OCDM 





National head- | Operational head- 
quarters, Wash- quarters, Battle 
ington, D.C. Creek, Mich. 


Gs-14-_- 
The above statistics include these exce »pted peeinne approv ed by 
the Civil Service Commission. Caseinierasiacteiaiestaiapstbaatadehe-taackdeanabeamia 





SALARY OF REGIONAL DIRECTORS 


Mr. Tuomas. And do the same for Battle Creek. 

What is the grade of your directors, or whatever they are called, in 
your 10 or 11 regional offices ¢ 

Mr. Hoecnu. Grade 17, sir. 

Mr. Tuomas. When did that happen ? 

Mr. Horen. That was in the Reorganization Plan No. 1. 

Mr. THomas. They were 15’s last year. 

Mr. Horcu. Yes, but under the reorganization plan they were given 
the rank of GS-17. 

Mr. Tuomas. When did that go into effect ? 

Mr. Horeu. Three or four months ago. 

Mr. Tuomas. Put your finger on that part of the reorganization 
plan. That is not a mandatory provision, is it ? 

Mr. Horeu. I would like to mention this. These directors at the 
regional level must coordinate and direct the total Federal effort 
within their respective regions. In other words, they are the chairmen 
of the regional Federal Government agencies. 

Mr. Tuomas. We understand that, Governor, but did any of them 
quit the 15 positions? You raised them all to 17’s in one fell swoop. 

Mr. Horeu. They must meet the civil service qualifications. 

Mr. Tuomas. How many did you dispose of at grade 15 and sub- 
stitute 17’s for them in the last few months? 

Mr. Horeu. I did not dispose of any of them. I was satisfied with 
their performance. 

Mr. Tuomas. You have a rather precipitous jump from 15 to 17. 
Were any indicating they were going to quit ? 

Mr. Horan. No. 

Mr. Tuomas. Read the authority for jumping them from grade 15 
to grade17. 

Mr. Hoeacu (reading) : 

Each regional director shall be appointed under the classified civil service, shall 
be the head of a regional office of the Office of Civil and Defense Mobilization, 
shall perform such functions appropriate to such regional office as may be dele- 


gated or assigned to him pursuant to the provisions of this reorganization plan, 
and shall receive compensation which shall be fixed from time to time pursuant to 
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the classification laws as now or hereafter amended except that the compensation 
may be fixed without regard to the numerical limitations on positions set forth 
in section 505 of the Classification Act of 1949, as amended (5 U.S.C. 1105). 

Mr. Tuomas. What is the date of that act? 

Mr. Horcu. That is Reorganization Plan No. 1 of 1958. This is 
document 375 of the 85th Congress, 2d session. It became effective 
July 1, 1958. 

Mr. Tuomas. You waited until 3 months ago to promote them all 
from grade 15 to grade 17? 

Mr. Horen. That is right. 

Mr. Tuomas. Did weet have to get civil service approval for that! 

Mr. Hogeu. Yes, sir. 

Mr. Tuomas. There are a lot of these old line organizations around 
here that spend billions of dollars every year and they have been try- 
ing to get a few grade 16’s for their top people and cannot get them, 
and in one fell swoop you jump them all from grade 15 to grade 17 
over night. 

Mr. Horcu. I would like to point out that these men have to be 
able to coordinate the whole Federal effort in their regions. 

Mr. Tuomas. How many people do you have in the District of 
Columbia ? 

Mr. Horen. We have none. The District of Columbia is financed 
by the District government. 


PERSONNEL IN WASHINGTON 


Mr. Tuomas. I mean in your headquarters office in the District of 
Columbia. 

Mr. Horen. 363. 

Mr. THomas. How many did you have last year? 

Mr. Horeu. Approximately the same. 

Mr. Horen. I want to correct the record. There were 353 in the 
national office as of December 31, 1959. 

Mr. Tuomas, That is in Washingt»n ? 

Mr. Horeu. Yes, and 660 in Battle Creek. 

Mr. Tuomas. 660 in Battle Creek ? 

Mr. Horen. Yes. 

Mr. Tuomas. 353 in Washington ¢ 

Mr. Hogcu. Yes. 

Mr. Tuomas. That is for 1961 or 1960? 

Mr. Horcu. That is on board December 31, 1959. 

Mr. Tuomas. The figure is the same for 1960 and 1961? 

Mr. Horcn. For 1961 it will be approximately the same. There 
will be a shift of 10. 

Mr. Tuomas. Where, in Battle Creek? 

Mr. Horeu. No, here. 

Mr. Tuomas. There will be 363 ? 

Mr. Horeu. Yes. 

Mr. Tuomas. An increase of 10? 

Mr. Horcu. That is right. 

Mr. Tuomas. What do these 353 people do in Washington? 

Mr. Hore. For instance, all of the resources and production 
work 
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Mr. Tuomas. It surely would help the committee if we had that 
chart in the record. 


ALLOCATION OF STAFF BETWEEN WASHINGTON AND BATTLE CREEK 


Mr. Horan. I will give it this way: 

The Director and Deputy Director are located here. 

In the General Counsel’s Office we have 25; 9 here and 16 in Battle 
Creek. 

In the office of the Director of Special Liaison, all eight are here. 

In the office of the Director of Security and Inspection, several of 
those are in the field, 11 and 11. We keep 11 out there because it cuts 
down travel expense. 

Mr. Tuomas. Eleven out where? 

Mr. Horen. Battle Creek. 

Mr. Tuomas. And how many here? 

Mr. Horen. Eleven here. 

Then in administration, 48 here and 221 in Battle Creek. 

Mr. Tuomas. What do the 48 do here ¢ 

Mr. Horen. I will let Mr. Heffelfinger answer that. 

Mr. Herretrincer. They do the housekeeping functions of this 
office, the files, and so forth. 

Mr. Tuomas. You have 48 people taking care of 353 in housekeep- 
ing duties. Go ahead. 


DUTIES AND GRADES OF PROGRAM AND POLICY STAFF 


Mr. Horeu. In program and policy, 15 are located here and 14 in 
Battle Creek. 

Mr. Tuomas. Let us keep it just here and then we will go inte 
Battle Creek later. You have 15 in the District of Columbia? 

Mr. Horen. That is correct. 

Mr. Tuomas. What are the duties of the 15 in the District of 
Columbia ? 

Mr. Horcu. The duties are to support me at the National Security 
Council. They participate in the Planning Board; secondly, they 
develop broad policies with reference to all of our activities; and they 
evaluate the results. 

Mr. Tuomas. What is the job classification of these 15 in the Dis- 
trict of Columbia ? 

Mr. Horan. The Director is an 18, sir. 

Mr. Tomas. What are the other classifications ? 

Mr. Horan. They are all high-ranking personnel. They have im- 
portant functions to render. The Director is an 18; the Deputy is 
a17; one isa 16; five are 15’s; and three are 14’s. 

Mr. Tuomas. Goahead with your other divisions. 


DUTIES AND GRADES OF HEALTH SERVICES STAFF 


Mr. Horcu. The Department of Health Services, 12 personnel; 8 in 
Washington and 4 in Battle Creek. 

Mr. Tuomas. What do they do? Give us the job classifications of 
those. 
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Mr. Hogcu. They, of course, coordinate the total medical role of 
the Federal Government not only in civil defense but also in medical 
resources and medical personnel. 

Mr. Tuomas. We are spending two wagonloads of money in the 
Department of Health, Education, and Welfare doing the same thing, 
That is a Cabinet job. 

Mr. Hoecn. We coordinate this work. As you know, my role is the 
same as the Chief of Staff for the President. Of course, I am not the 
commander in chief. The President is Commander in Chief for civil] 
and defense mobilization. The President looks to one man to coordi- 
nate all the Federal agencies and the Director of OCDM is that 
person. Therefore, these 12 people not only are fully abreast of our 
overall objectives but they coordinate the activities of HEW, the Vet- 
erans’ Administration, and other departments that have a relationship 
to the medical services of this country. 

Mr. Tuomas. Just what jurisdiction do you have over HEW and 
just what jurisdiction do you have over the Veterans’ Administration 
in medicine? 

Mr. Horcn. The Secretary of HEW, of course, is the overall execu- 
tive officer of that Department. When it comes to the role of non- 
military defense and defense mobilization, I have the responsibility of 
seeing that his programs are coordinated to adequately support the 
total program. 

Mr. Tuomas. I do not suppose you are thinking contrary to the 
thinking of the Secretary of HEW. Do you overrule his decisions? 

Mr. Horcnu. No, we work it out together. If we could not agree, we 
would appeal the matter to the President. 

Mr. Triomas. What is the job classification of the gentlemen in your 
Health Services Department? How many are there? 

Mr. Horan. Twelve, excluding PHS personnel. Two are 15’s; one 
is a 14——— 

Mr. Tromas. Are they doctors? 

Mr. Horcn. One is a doctor. Additional doctors are detailed from 
Public Health Service. 

Mr. Tuomas. How do you justify putting a doctor at a grade 15 
and one of your regional boys at 17 and your planners at 18 and so 
forth? 

Mr. Hoecu. These are Public Health Service officers that come to 
us, and they are reimbursed by us. Compensation is based upon their 
rank. 

Mr. Tuomas. Well, you are paying your agency’s money for their 
salaries? 

Mr. Hoecn. Yes. 
Mr. Tuomas. What is your next classification ? 


DUTIES AND GRADES OF RESEARCH STAFF 


Mr. Horcn. The Director of Research; 14 are in Washington, D.C,, 
and 42 are in Battle Creek. 

Mr. Tomas. What do the 14 in Washington do? 

Mr. Hoecnu. They coordinate and make certain that the total non- 
military defense research program and the resource program pertain- 
ing to research is carried on. 
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Mr. Tuomas. I guess they are a great help to Dr. von Braun at 
Huntsville, Ala., in the missile program ? 

Mr. Horeu. No. They are not supposed to do that. 

Mr. Tuomas. What are they supposed to do? 

Mr. Hogecu. Their functions pertain to nonmilitary defense and 

rtain to the defense mobilization field, the economic and social field. 

Mr. Tuomas. What are their grades? 

Mr. Horcu. The Director is an 18, and the Deputy Director in 
Battle Creek is a 17. 

Mr. Tuomas. What is the total number of them, now? 

Mr. Hoecu. Fifty-six. Previously there were 87. 

Mr. Tuomas. What is your next classification ? 


GRADES OF PLANS AND OPERATIONS STAFF 


Mr. Horan. Then we have the Assistant Director for Plans and 
Operations. He has six of his immediate staff here. A total of 57 
are in Washington, D.C., and 175 in Battle Creek. 

Mr. Tuomas. What is the job classification ? 

Mr. Horeu. The Assistant Director is a Presidential appointee. 

Mr. Tuomas. It is a nonclassified job? 

Mr. Horeu. It is a nonclassified job, yes, sir. He is a Presidential 
appointee. 

Mr. Tuomas. What is the overall classification ? 

Mr. Hoecu. The Assistant Director for Plans and Operations. 

Mr. Botanp. Who holds that spot now ? 

Mr. Hoecu. Mr. Lewis Berry of Michigan. 

The Deputy Assistant Director for Federal, State, and Local Plans 
isa grade 17. 

The Deputy Assistant Director for Emergency Community Services 
isa grade 16. 

The Deputy Assistant Director for Communications and Warning is 
— 18. 

‘he Deputy Assistant Director for Continuity of Government is a 
grade 16. 

The Deputy Assistant Director for Chemical, Biological, and Radio- 
logical Defense is a grade 16. 

The Deputy Assistant Director for Shelter and Vulnerability Re- 
duction is a grade 16. 

Mr. Tuomas. How many are in Washington ? 

Mr. Horcn. One hundred and seventy-five are in Battle Creek and 
57 are in Washington. 

Mr. Tuomas. Fifty-seven in Washington and 175 in Battle Creek? 

Mr. Horan. Yes. 

Mr. THomas. What do the people in Washington do and what do 
the people in Battle Creek do? 

Mr. Horan. In the emergency community services all of them are in 
Battle Creek, Mich. 

Mr. TxHomas. What is the job classification of all your people in 
Battle Creek in this planning, or whatever it is? 

Mr. Hogan. I will have to give that to you later, sir. 

Mr. Tuomas. Is it comparable to the Washington office? How 
many 18’s and 17’s do you have? 
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Mr. Herretrincer. In “Emergency community services” the entire 
division is in Battle Creek. One is a 16; three are 15’s; and five are 
14’s. 

Mr. Tuomas. Continue with your breakdown, please. 

Mr. Horcu. In “Communications and warning” we have 2 in Wash- 
ington, D.C., and 45 in Battle Creek. 

Then in “Shelter and vulnerability reduction” we have 7 in Wash- 
ington, D.C., and 12 in Battle Creek. 

Mr. Tuomas. What is the job classification of the ones in the Dis- 
trict of Columbia ? 

Mr. Horeu. The Director is here. He, of course, works closely with 
national associations and also with the research people. 

Mr. Tuomas. What is his grade? 

Mr. Horcu. Grade 16. 

Mr. Tuomas. How many is that of your 353 ? 

Mr. Hoecu. In the “Chemical, biological and radiological defense” 
none are in Washington, 18 in Battle Creek. 

In the “Continuity of government,” 4 are in Washington, D.C., 
and 11 in Battle Creek. 

Mr. Tuomas. What are the grades of those in Washington? 

Mr. Horecu. One isa grade 16 and one isa grade 15. 

Mr. Tuomas. Does that account for all 353 in Washington? 

Mr. Horan. No. I have other departments, sir, that would have to 
be accounted for. 
Mr. Tuomas. Go ahead and account for them. 


GRADES OF TRAINING, EDUCATION, AND PUBLIC AFFAIRS STAFF 


Mr. Horcu. We have an Assistant Director for Training, Eduea- 
tion, and Public Affairs. He is Mr. Kenneth Downs. He likewise is 
a Presidential appointee. He is from New York. He has a staff of 
eight with him here in Washington. 

Under him there is a Deputy Assistant Director for Public Affairs 
who is a grade 17; a Deputy Assistant Director for Training and 
Education, a grade 16; a Deputy Assistant Director for National Or- 
ganizations and Civic Affairs, a grade 17; and a Deputy Assistant 
Director for Women’s Activities, a grade 15. 


SUPERGRADE POSITIONS 


Mr. Tuomas. How many Washington jobs were in a grade set up by 
statute? None? 

Mr. Horcu. None other than the Assistant Director who is a 
Presidential appointee. 

Mr. Tomas. How were you able to get so many supergrades out of 
the Civil Service Commission ? 

Mr. Horeu. Well, we carry on what they consider one of the most 
important functions of government, particularly this role of marshal- 
ing and coordinating the total Federal effort. Last year we appeared 
before the Davis committee which was checking into the ratings of the 
agencies. They seemed to be satisfied with the caliber of people we 
had working for us and their grades. 
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Then the Assistant Director for Resources and Production is a 
Presidential appointee. He is Mr. J. Roy Price, of New York. He 
has an immediate staff of eight. 

Mr. Tuomas. What is his job? 


DUTIES OF RESOURCES AND PRODUCTION STAFF 


Mr. Horcu. He is the overall Director of Resources and Produc- 
tion. He has a Deputy Assistant Director for Food and Water, with 
a staff of six. He also has a Deputy Assistant Director for Telecom- 
munications. That means he must coordinate the use of the radio 
spectrum by Government Agencies. They make the assignments of 
frequencies to all of the various Government users. 

An Assistant Director for Manpower and an Assistant Director for 
Economic Stabilization. 


COORDINATION AND USE OF MANPOWER 


Mr. Tuomas. What is the job of the Assistant Director of Man- 
power ? 

Mr. Horcu. That pertains again to the coordination of the total 
Federal effort in the use of manpower by preparing the necessary 
measures to carry out the proper division of manpower between the 
military and the civilian effort. 

Mr. Tuomas. Does this unit set the policy enunciated by the Labor 
Department in their oni training program and their dozens of 
other labor programs ? 

Mr. Horcu. This department pertains to the preparation required 
for emergencies. It coordinates the Department of Labor, Selective 
Service, the Civil Service Commission, and the Department of De- 
fense and other agencies that have a bearing on, or an interest in the 
use of manpower in the case of an emergency. It was through this 
coordinated effort that the national manpower plan has now been 


developed by which assignments of personnel have been prearranged 
in case of an emergency. 


ECONOMIO STABILIZATION 


Then there is the Assistant Director for Economic Stabilization. 
That pertains to matters such as wages, salaries, credit, and price 
controls. 

Mr. Tomas. Do you not have about a thousand people over in the 
BDSA in the Commerce Department doing the same thing? The 
unit was transferred out of the White House right after the war. It 
was set up on an emergency basis by an emergency board, and it has 

n operating ever since under the same order. 

Mr. Horan. No; this is the economic stabilization role. We co- 
ordinate these activities for the nonmilitary defense effort with a 
personnel of 11. We do that throughout the Federal Government 
and assist State and local governments toward the same end. 


Mr. Tuomas. Of all of the duplication I have ever seen in govern- 
ment, here it is right here. 


51632—60——_70 
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AUTHORITY TO INVESTIGATE IMPORTS IMPAIRING NATIONAL SECURITY 


Mr. Horcu. This group also makes the findings and the analyses 
on all Section 8 cases to which I referred. 

Mr. THomas. What are Section 8 cases? 

Mr. Horecu. Those are the cases where we have to evaluate whether 
or not imports of certain materials threaten to impair the national 
security. 

Mr. Tuomas. I imagine that they are a big help to the Tariff Com- 
mission doing that job. That is one of the old line agencies of Goy- 
ernment that has a record that goes back for some 50 years. 

Mr. Horcu. The Congress gave us this implicit requirement and 
duty. 

Mr. Tuomas. Where? 

Mr. Horeu. Under Section 8 of Public Law 85-686. 

Mr. Tuomas. Will you read it into the record at this time? 

Mr. Kenpatt. It is rather long. It runs about a page and a half 
in print. 

Mr. Tuomas. That is out of the Ways and Means Committee under 
the act of 1958. 


Mr. Kenpauu. The latest amendment is as of 1958. It originally 
appeared in the act of 1955. 

Mr. Tuomas. Read the pertinent part. 

Mr. Kenpatt. This is section 2(a) : 


Sec. 2. (a) No action shall be taken pursuant to section 350 of the Tariff Act 
of 1930, as amended (19 U.S.C., sec. 1351), to decrease the duty on any article 
if the President finds that such reduction would threaten to impair the national 
security. 

(b) Upon request of the head of any Department or Agency, upon application 
of an interested party, or upon his own motion, the Director of the Office of 
Defense and Civilian Mobilization (hereinafter in this section referred to as 
the “Director”’) shall immediately make an appropriate investigation, in the 
course of which he shall seek information and advice from other appropriate 
Departments and Agencies, to determine the effects on the national security of 
imports of the article which is the subject of such request, application, or 
motion. If, as a result of such investigation, the Director is of the opinion 
that the said article is being imported into the United States in such quantities 
or under such circumstances as to threaten to impair the national security, he 
shall promptly so advise the President, and, unless the President determines 
that the article is not being imported into the United States in such quantities 
or under such circumstances as to threaten to impair the national security as set 
forth in this section, he shall take such action, and for such time as he deems 
necessary to adjust the imports of such article and its derivatives so that such 
imports will not so threaten to impair the national security. 

(c) For the purposes of this section, the Director and the President shall, in 
the light of the requirements of national security and without excluding other 
relevant factors, give consideration to domestic production needed for projected 
national defense requirements, the capacity of domestic industries to meet such 
requirements, existing and anticipated availabilities of the human resources, 
products, raw materials, and other supplies and services essential to the national 
defense, the requirements of growth of such industries and such supplies and 
services including the investment, exploration, and development necessary to 
assure such growth, and the importation of goods in terms of their quantities, 
availabilities, character, and use as those affect such industries and the capacity 
of the United States to meet national security requirements. In the administra- 
tion of this section, the Director and the President shall further recognize the 
close relation of the economic welfare of the Nation to our national security, and 
shall take into consideration the impact of foreign competition on the economic 
welfare of individual domestic industries; and any substantial unemployment, 
decrease in revenues of government, loss of skills or investment, or other serious 
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effects resulting from the displacement of any domestic products by excessive 

imports shall be considered, without excluding other factors, in determining 

S whether such weakening of our internal economy may impair the national 
security. 

| (d) A report shall be made and published upon the disposition of each request, 

application, or motion under subsection (b). The Director shall publish pro- 























1 eedural regulations to give effect to the authority conferred on him by subsection 
s 
(e) The Director, with the advice and consultation of other appropriate 
Departments and Agencies and with the approval of the President, shall by 
\- { - ie : . 
February 1, 1959, submit to the Congress a report on the administration of this 
° section. In preparing such a report, an analysis should be made of the nature 
of projected national defense requirements, the character of emergencies that 
d may give rise to such requirements, the manner in which the capacity of the 
‘ economy to satisfy such requirements can be judged, the alternative means of 
assuring such capacity and related matters. 
| 
Mr. Tuomas. That is quite clear. 
f FEepERAL CoNTRIBUTIONS 
Program and financing 
r 
1959 actual | 1960 estimate | 1961 estimate 
y | Program by activities: 7 
i ORG ONO oe ce ET $971,204 | $1, 483, 100 $1, 455, 000 
Sin a he Te cclcedicamnsie 4, 099, 342 9, 529, 000 8, 918, 000 
SEONG cn nangucnnerapagicncmeanamuapons 485, 139 383, 000 389, 000 
4. Medical supplies and equipment__........--....-..--- 692, 996 641, 550 579, 000 
iy SE INNO on ok ee cc ccemaideuneninene niet 418, 130 850, 700 862, 000 
t CT EEE 2, 272 142, 800 119, 000 
e 7. Engineering supplies and equipment._.............--- 675, 927 1, 535, 400 1, 597, 000 
8. Construction and general equipment__.....-.......--- 555, 920 998, 300 2, 454, 000 
il 9. Chemical, biological, and radiological defense equip- 
i icihntte aheiod hie dE oo cactin Sv tbaiauttebhsthemaebqenent+< 41, 200 100, 000 
n Ee, POTENT OUND DITURUINEIOIEVO CONTE ine eccmcbncccncelacrcncecccqncaloonpoessocenes 12, 000, 000 
of ID IO is ig el aici enciea 7, 901, 020 15, 605, 000 28, 473, 000 
3 11. Relation of costs to obligations: 
Costs financed from obligations of other years, 
e I cl Ne —5, 605,000 | —6, 473,000 
e ’ Obligations incurred for costs of other years, net -_- SRR Be ndioducdtinesintnsiesndeann 
ft Total program (obligations) (object class 11) - -- 16, 318, 478 10, 000, 000 22, 000, 000 
je Financing: 
BD Unobligated balance brought forward__................--- oon, SMO Wicca ists ued consiomina ankle eb-nntiecndaete 
1g Recovery of prior year obligations. . -..........----------- a, Sad ga | ns cid ud ecncond ncmcise ae ceabeh een 
fe Unobligated balance no longer available. __............-.- SUE Esc ncrrsanavadlbcgamnembanenn 
g Appropriation (new obligational authority) -_-...........|.-..-...------ 10, 000, 000 22, 000, 000 
‘J ! 
t 
| Mr. THomas. We will now turn to Federal contributions and insert 
h page 162 in the record at this point. 
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(The page referred to follows :) 


Program and financing 








Attack warning 
. Communications 


Oe ee eee 


Chemical, 
fense equipme nt. 
Personnel and adm 


= 


Total obligations 


. Public safety devices 
. Medical supplies and equipment ae 
. Education services- 
. Mass care equipment.-__--_- déades 
. Engineering supplies and equipment. — 
. Construction and general equipment_ -.---- 
biological, and radiological dé- 


inistrative costs_......-.- 





Unobligated balance brought forward. --.---...- 
Recovery of prior year obligations._............ 
Unobligated balance no longer available_...--.-- 


Appropriation __- 





1959 actual 


$1, 629, 813 

8, 920, 770 
408, 738 
146, 170 
961, 050 
201, 918 
834, 394 
107, 331 


nr 


, 270, 097 
— 2, 107, 250 
_ 58, 869 


, 318, 478 


1960 estimate | 1961 estimate 


$1, 000, 000 
5, 700, 000 
300, 000 
100, 000 
700, 000 
100, 000 
900, 000 

1, 100, 000 


100, 000 


1 10, 000, 000° 





4, 000, 000 
150, 000 


100, 000 |... 


700, 000 


750, 000 


3, 000, 000 


300, 000 
12, 000, 000 


22, 000, 000 


22, 000, 000 | 


$1, 000, 000 


+12, 


1961/1960 
difference 


ne 


—$1, 700,000 
50, 000 


= 100, 000 
— 150, 000 
+1, 900, 000 


a 
+200, 000 
+12, 000, 000 





+12, 000, 000 








1 Supplemental request for 1960 in amount of $3,000,000 for personnel and administrative costs is included 
in President's 1961 budget as item proposed for later transmission. 


Mr. " 
million. 


That is for how many jobs? 


THomas. This shows that you are seeking an increase of $12 
The total authorization is for 


$25 million, as I recall, and you are seeking about half of it this year, 


RECONCILIATION OF OBLIGATIONS INCURRED AND PROGRAM COSTS 


You set out the allocations on page 163, which we will insert in the 


record at this poin 


nt. 


(The page referred to follows:) 


Reconciliation of obligations incurred and program costs 























1959 actual | 1960 estimate | 1961 estimate 1961-1960 

difference 
eT ee aeiees $16, 318, 478 $10, 000, 000 $22, 000, 000 | +-$12, 000, 000 
Changes in selected resources: ‘ 
Unpaid undelivered orders................. — 2, 232, 066 -+-1, 922, 034 +5, 673, 000 +-3, 750, 966 
i 2 oS econneenice —603, 779 +-3, 682, 966 +-800, 000 —2, 882, 966 
Otter ea astements.. natn cncenna tics ceescew EER OED Dicticngepnnscsobpendudteiewimdlcgepactnl 
IR siccokeicitedwencensnsiuseuin | 7, 901, 020 | 15,605,000 | 28, 473,000 | +12, 868, 000 

Summary of program costs by activity 
1959 actual | 1960 estimate | 1961 estimate 1961-1960 


. Communications - 


Education services 


CON ROP Oh 


. Chemical, 


Mass care equipment 
Engineering supplies and equipment... -.-..- 
. Construction and general equipment ‘i 
biological and radiological de- 


I 
. Public safety RS co es ener 
Medical supplies and equipment 


fense equipment __- 


~ 
S 


Total program costs 


| 


$971, 294 
4, 099, 342 
485, 139 
692, 996 

, 130 


9' 979 


ae 


. Personnel and administrative costs ..------|-_- 


| 


| 
| 
j 
| 
| 
| 


$1, 483, 100 
9, 529, 000 
383, 000 
641, 500 
850, 700 
142, 800 

1, 535, 400 
998, 300 


15, 605, 





000 
| 


$1, 455, 000 
8, 918, 000 
389, 000 
579, 000 
862, 000 
119, 000 

1, 597, 000 
2, 454, 000 


000 
000 


100, 
12, 000, 


28, 473, 000 


difference 





+58, 800 
-+-12, 000, 000 


“+12, 868, 000 
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Mr. Tuomas. What will be their duties and jobs classifications of 
grades and how many will be appointed and for what length of time? 


SELECTION AND QUALIFICATION OF STATE AND LOCAL EMPLOYEES UNDER 
PUBLIC LAW 85-606 


Mr. Horan. These funds totaling $12 million will be used by the 
Federal Government to help support the State and local government 
civil defense efforts. They will go specifically for personnel and ad- 
ministrative expenses in the field of civil defense at these two levels 
of government. It would enable the State and local governments 
to adequately strengthen their staffs so they can carry on their re- 

nsibilities as set forth in Public Law 920, and as amended by Pub- 
lic Law 85-606. 

Mr. Tuomas. Who appoints these people? 

Mr. Horcu. These people would be appointed by the Governor 
at the State level, and by the mayor of a city, or by the chairman of 
the county commissioners at the local level. 

Mr. Tuomas. Who fixes their rates of compensation ? 

Mr. Horeu. The rate of compensation would be fixed by the merit 
system which is a requirement of Public Law 85-606, and by the ap- 
propriate State or local government agency that has jurisdiction over 
rate fixing. 

Mr. einen, Are these people civil service employees and do they 
have all the rights and responsibilities of civil service employees? 


MERIT SYSTEM REQUIRED 


Mr. Horeu. The requirement of the law is that they must be under 
a merit system which characterizes civil service. Therefore they 
would be governed by those rules. 

Mr. Tuomas. Are they subject to the retirement act, or the benefits 
of the retirement act? 

Mr. Horeu. No, sir, only in case the State or the local government 
has one for its employees. 

Mr. Toomas. To whom do they report? 

Mr. Horeu. They report directly to their executive head of the 
respective governments. 

Mr. Tuomas. Either the government, the mayor, or the county 
judges? 

Mr. Horeu. That is right. 

Mr. Tuomas. Who can fire them? 

Mr. Horeu. They likewise could do that, but only under the merit 
system rules covering incompetence. 


PROGRAMS FINANCED BY FEDERAL CONTRIBUTIONS 


Mr. Tuomas. Your $22 million is broken down as follows: 

$1 million for your attack warning. This is on a 50-50 matching 
basis, let that be clear. 

Mr. Horan. Yes. 

Mr. Tuomas. Communications, $4 million, which is $1,700,000 less 
than last year. 

Public safety devices, $150,000. 
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Medical supplies and equipment, $100,000. That is in addition to 
the stockpiling which is a 100 percent Federal activity. 

Mr. Horcu. That is right. 

Mr. Tuomas. Education services, $700,000. 

You have no request for mass care equipment. ai 

Engineering and supplies and equipment, $750,000, which is a re- 
duction of $150,000. 

Construction and general equipment. That goes from $1,100,000 
last year to $3 million this year, an increase of $1,900,000. _ 

Your chemical, biological, and radiological defense equipment goes 
from $100,000 last year to $300,000 this year, an increase of $200,000. 

It looks like the vast majority of this material is just that material 
that every city uses in its day-to-day maintenance and operation of its 
duties and functions—the street department, bridges, water, trans- 
portation, and so forth. ‘ 
Mr. Horcn. I would like to correct that, Mr. Chairman. 
Mr. Tuomas. If you can, try. 


USE OF EQUIPMENT 


Mr. Horcu. One of the requirements is that this equipment for 
which we match funds—the Federal funds with the State or local 
governments funds—must have as its primary role use in civil emer- 
gency. That means this equipment is used many times in the case 
of major natural disasters. 

Mr. Tuomas. A truck is a truck regardless of whether they use it 
for a natural disaster, fire, or anything else. Do you mean . that 
statement this equipment is not used every day, that it is put ina 
separate warehouse and is kept and held there for emergency use?! 

Mr. Horcu. It is used to a certain extent, but mainly in that role. 
It must in any case be used enough to keep it in operational condition. 


ENFORCEMENT OF REGULATIONS PERTAINING TO CIVIL DEFENSE 
EQUIPMENT 


Mr. THomas. When you turn it over to the city you turn over the 
title, too. Do you have any jurisdiction over this equipment after 
you turn it over to the city ? 

Mr. Horen. We do in this way: they have to comply with the rules 
and regulations that I just set forth. 

Mr. Ruopes. Along those lines, I might say in the western region 
I believe the directive issued was so stringent on the use of this equip- 
ment that there is some doubt in that area whether it can be used even 
in the event of a local disaster. We had a lot of rain in Arizona 
this year and they had some flooding. One of the chiefs of police 
in my district told me the other day that he was not at all sure that 
they could use that civil defense equipment even to alleviate the flood 
disasters. 

Mr. Hoecn. It can be. I admit that our rules and regulations are 
quite stringent, but they are stringent only to the extent we feel we 
must eliminate any abuse that might come. 

Mr. Tomas. Have you ever denied the use of this equipment for 
violation of your rules? 


Mr. Hoecu. Yes. 
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Mr. Tomas. Where? 

Mr. Horeu. A place in Illinois got a little careless and used some 
of our equipment—— 

Mr. Tuomas. How can you do that when the city has title to it? 

Mr. Hoecu. And it is true in Kansas City that we had to enforce 
such regulations. 

Mr. Tuomas. How can you do it when the city has title to it? You 
pass title ¢ 

Mr. Horeu. But as part of an agreement, if they do violate these 
rules and regulations, they have breached our contract and they can 
be forced to comply. 

Mr. Tuomas. In other words, you do not give them any further 
help the next year ? 

Mr. Horcu. We could do that. 

Mr. Tuomas. For the first 9 years through 1960 we appropriated 
$126,650,000. Out of that $126 million you have denied two cities. 

Mr. Horcn. I think that we have denied in several cases—many 
times—and I want to be very fair—the cities, probably had not read 
these regulations as thoroughly as they should. They have and 
found out like I do with my insurance policy, that they should have 
read the fine print. We try to impress upon them what the require- 
ments are. On many of these, we do arbitrate by sitting down with 
them and working things out to the satisfaction of ourselves and the 
local governments. 

APPROPRIATION HISTORY 


Mr. THomas. We will put in page 164 at this point. This shows 
the breakdown for this purpose, 1951 through 1960. 
(The page referred to follows:) 


Federal contributicas 


Fiscal year: 
i ie aa a a A ke ha * $25, 000, 000 
ies iin sid sgh nn dhoaiisen apni asih da Meigs acinar ms aah isinsaate iene ode 7, 750, 000 
hl lie aaah nates eee eee ie Le ee eS eS 15, 000, 000 
I at aa cnc seperti casual os eee A a age Na maans ee St tg 10, 500, 000 
I ds chica lcs tga ran i ca seen aot asafeaics este sh acteineaidsiag nainpe abc * 12, 000, 000 
cs 12, 400, 000 
I echt ance ee cE ak lac tll ike oo a acco ee tet ead 17, 000, 000 
a all ig Fal be lnc ris esa osc cebelao ont celibseulei ain 17, 000, 000 
a ed 
di athe cat cd coe tay caer ee aearcsnaem isaac estate mide aciateds 10, 000, 000 
I ah ka rN I Nd ed ete 126, 650, 000 
I i ial te sada ania saiplariorboioloe ad Ma aes Boa 22, 000, 000 
RE cern eer ee TE ne et a ey Oe neat Fe 148, 650, 000 


1$10,400,000 of this amount was later transferred to the “Emergency supplies and equip- 
ment” appropriation. 

— reappropriation of $1,300,000 from the 1954 “Federal contributions” appro- 
priation. 


Nots.—Amounts for each year include supplementals and deficiencies. 
ACCOMPLISHMENTS OF FEDERAL CONTRIBUTIONS PROGRAM 


Mr. Tuomas. To date you have had appropriated $126,650,000 on 
a matching basis for this equipment in the cities and States. How 
much good can you put your finger on for that $126,650,000. 
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Mr. Horenu. I want to speak now for the governments, the States 
and the localities 

Mr. Tuomas. You had better speak for the Federal Government, 
That is where your jurisdiction is. 

Mr. Horeu. I want to show you how appreciative they are of this 
service that you have given them. 

Mr. Tuomas. Appreciation i is one thing and good is something else. 
How much good has the contribution been ? 

Mr. Horeu. Let me put it this way. Much of this went into com- 
munications and warning equipment. That is vital in case of an at- 

tack. Therefore, you have e given millions of people access to this warn- 

ing, access to good communications that they would not have had if we 


had not done it through this program. 


Secondly, you have made quantities of medical supplies available at 
State and local levels throughout this country. For another instance, 
take our training centers. “We have some 43 training centers at the 
State and local levels that help carry out the mission of informing 
people, training people, and training ‘officials. I would say that this 
is one of the best programs that we have. 


PROGRAMS 


Mr. Tuomas. We will put in pages 167 and 168 at this point. 
(The pages referred to follow :) 


Education services, $700,000 


States and political subdivisions are developing programs of training and ed- 
ucation and public information designed to implement their emergency plans. 

Federal funds are made available in training and education for conducting 
courses for leaders in skills which are essential to the civil defense program; 
for purchasing capital items of training equipment needed in the training 
courses; and for conducting training test exercises to determine operational 
capability of Government in emergency. 

Funds are also made available in public information for the promotion of 
civil defense activities and to disseminate information on individual and com- 
munity survival as related to a particular civil defense condition. 

Considerable progress has been made in the initiation and conduct of pro 
grams in leadership and skills, training, and informing and educating the public. 
Continued participation by States and localities is anticipated in these programs 
during fiseal year 1961 because of the more definitive directions coming from 
operational survival plans. Concerted efforts will be made to inform and edu- 
cate the public with the contents of these plans and to train them in the skills 
needed for implementation. 

Emphasis will be placed on the testing of the operational capabilities of Gov- 
ernment through training exercises. OCDM will encourage States and localities 
to conduct exercises to test their plans and also to participate in national exer- 
cises to test the national plan. 

Engineering supplies and equipment, $750,000 

Under this program funds are provided for the purchase of equipment to 
supply emergency electrical power and safe water supplies. Such equipment in- 
cludes generating sets, water purification equipment, portable water pumping 
equipment, lightweight quick coupling pipes and numerous other items which 
can be quickly pressed into service to provide essential facilities during emer- 
gencies. 


Construction and general equipment, $3 million 

Funds under this activity are to provide financial assistance for the con- 
struction of protected facilities (emergency operating centers), from which gov- 
ernments may continue to operate during an emergency. The survival of the 
Nation depends on the ability of Federal, State, and local governments to carry 
out their responsibilities in the event of a massive nuclear attack. 
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These emergency operating centers will provide protection from blast, heat, 
and radiation for key members of the executive, legislative, and judicial 
pranches of State and/or local government. The operational facilities within 
these centers include radiation monitoring and decontamination capability, ade- 
quate communications, emergency utilities, and essential operating records. 

In addition to emergency operating centers, funds are also made available 
for the construction of training centers to develop civil defense skills in such 
areas as firefighting, rescue, mass feeding, radiological defense, police, and 
engineering. 

Chemical, biological, and radiological defense equipment, $300,000 

To provide for the procurement of radiological instruments including survey 
meters and dosimeters over and above those provided by the Federal Govern- 
ment on a grant basis for the training and equipping of the nationwide monitor- 
ing network (as provided by the “Emergency supplies and equipment” appro- 

riation). 

P Other items to be provided under this activity include chemical, biological, and 
radiological agent detector kits and necessary equipment for the fluorescent anti- 
body technique for rapid identification of bacteria warfare agents. 


UNENCUMBERED BALANCE IN FEDERAL CONTRIBUTION ACCOUNT 


Mr. THomas. What is your unexpended balance to date of this 
$126 million? What is unobligated ? 

Mr. Herre.rincer. The unencumbered balance of the 1960 fund is 
$2,945,324. 

Mr. Tuomas. Practically $3 million. 

Mr. Herre.rincer. The encumbrance is $7,054,676. 

Mr. THomas. What do you mean by encumbered ? 

Mr. Herre.trincer. We have obligations and encumbrances. Where 
a State has a project application on which we are working out further 
details with them, we consider this an encumbrance. Actual obliga- 
tions are $3.4 million and we have applications for projects in process 
for which we have assigned funds of $3.6 million, for a total of $7 
million. 

Mr. Tuomas. Let us take 1958. Is all of your $17 million for 1958 
spent, turned over to the States? You do not have a penny of that? 

Mr. Horcn. No, sir. We asked for no funds in 1959 because we had 
a balance of approximately $14 million going into the fiscal year 1959. 
That has virtually all been expended. 

Mr. Tuomas. It seems that you will finish the fiscal year 1960 with 
approximately $3 million unobligated ? 

Mr. Horau. No, sir. 

Mr. THomas. How much? 

Mr. Horeu. As a matter of fact, there will be none. My estimate, I 
think, was too conservative, and I probably will fall about $1 or $2 
million short. Therefore, we are being just that much more careful. 


PERSONNEL AND ADMINISTRATIVE EXPENSES 


Mr. Tuomas. At the bottom of page 168 you show your personnel 
and administrative expenses. We shall insert pages 168 through 173 
in the record, showing the State and local personnel and administra- 
tive expenses for civil defense. 

(The pages referred to follow :) 


Personnel and administrative expenses, $12 million 


Amendments to Public Law 920, effected by Public Law 85-606, were signed 
into law by the President, August 8, 1958. The amendments (1) assigned joint 
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responsibility to the Federal Government and the States and their politica] 
subdivisions, (2) added to the coordination and guidance responsibilities of 
the Federal Government the additional responsibility of direction. By recog. 
nizing the partnership of the Federal Government in national civil defense, the 
law changed the existing concept of primary State responsibility. The Congress 
recognized that this concept was obsolete, and because of limited State and 
local funds, new weaponry, and the dynamics of the national civil defense pro- 
gram, the Federal Government must assume increased financial support of State 
and local preparedness measures. 

Public Law 85-606 provides authority for making Federal contributions of not 
to exceed one-half of the total cost of necessary and essential State and local 
civil defense personnel and administrative expenses. Federal support for per- 
sonnel and administrative expenses of States and local governments will pro- 
vide the additional personnel required by these governments to plan and carry 
out measures necessary for survival. Operational plans at each echelon of goy- 
ernment coordinated with the national plan are essential. 

This request for funds to implement the provisions of Public Law 85-606 is 
strongly supported by the President as evidenced by his special message to the 
Senate on August 25, 1959, reading in part as follows: 

“Matching funds are required to strengthen civil defense at the State and 
local levels, the very heart of civil defense, and to give tangible evidence of Fed- 
eral leadership in encouraging State and local governments to prepare the 
defenses for the people.” 

Funds required to support the provisions of this act are vitally needed at this 
time due to the following major factors: 

1. The responsibility for civil defense is now vested jointly in the Federal 
Government and in the States and their political subdivisions. An early start 
on this program will enable the Federal Government to carry out the decision 
of the Congress to enter into a nonmilitary defense partnership with State and 
local governments. Only in this way can Federal, State, and local governments 
combine in a truly national civil defense capability necessary to national sur- 
vival in a nuclear age. 

2. Through this contribution program the Nation will obtain the full use of 
all government personnel and resources at the State and local level. Approxi- 
mately 5 million employees now working for the State and local governments 
would be trained and ready to serve the people in case of nuclear attack, 

3. This program provides an economical method to obtain civil defense ca- 
pability. The Federal contributions will support only civil defense staff per- 
sonnel and administrative expenses of State and local governments, and in 
return the State and local governments will use all personnel and resources for 
emergency action. 

4. This program provides the Federal Government a sure method of obtaining 
coordinated national action. This is most essential for an effective civil 
defense. 

5. State and local government officials have fully endorsed this proposed pro- 
gram. They have, in most cases, indicated that they are most willing to accept 
their responsibility on the 50-50 partnership arrangement. 

6. Under the matching fund device the Federal Government sets an example 
for an effective civil defense. The action of Congress in providing funds will 
be tangible evidence to the people that Congress is serious about civil defense. 

7. The heart of civil defense is the State and local government. The funds 
will strengthen their civil defense capability. 

8. Public Law 85-606 requires a merit system for all civil defense employees 
at the State and local level, thus assuring more stability, competence, and 
stature of the State and local civil defense staffs. 

To assist the States and to assure maximum utilization of funds available 
under Public Law 85-606, regulations and guidance materiai have been pre 
pared by OCDM in accord with the provisions of the law. The States and polit- 
ical subdivisions are prepared to cooperate with the Federal Government in the 
development of unified civil defense plans 

All of the States have approved survival plans. These plans inventory and 
organize the present potential of their governments for emergency defense to 
the extent possible at the time of the studies, identify limitations and deficien- 
cies, and go on to propose those additional facilities, staffs, and organization 
needed to cope with their civil defense responsibility. Governors and their 
administrative departmental heads have reviewed and approved the plans 80 
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that at present they represent the official consensus of their state of prepared- 
ness. In every State there are deficiencies in staff, organization, and equip- 
ment which the survival plans propose be eliminated. 

Utmost consideration of State identified needs, requirements for recruitment, 
administrative procedures, advice and counsel, coupled with a scrupulous regard 
for the purpose, intent, and provision of Public Law 85-606, have attended the 
development of regulations and procedures for implementing this program. 
OCDM is ready to carry out its responsibility of effectively administering this 
program as soon as funds are available. 

The following table indicates the anticipated usage of 1961 funds by individ- 
ual State. 


State and local personnel and administrative expenses for civil defense 


{In thousands of dollars] 


Budget estimate, fiscal year 1961 








| 
State and /|Federalshare'| Total esti- 





local share | allocation mated ex- 
| penditure 

i amma eeeaeaen mameeae emma ee poner a i i 
SS i hehehe eibatddbcnsices | $177 $177 | $354 
SE eae ki tas whee apainaaddd obbas ok tiem ees SGetaies 38 38 | 76 
DL NidcdgpiishanbibvekatintiebiaGbedaibdinebelnaininsiaséied 126 92 | 218 
a ge ge 105 | 105 | 210 
ila aie ci cine a esac em apickannicks aalademumaenanitelaie | 3, 060 | 1, 195 | 4, 255 
icc gaanasgnhipniaundhikddhuge neidcpetadnbnéeithecban | 140 | 117 257 
TES 66 <tcki<Giptincs nba heneseanedceibokegunétea pain | 569 | 239 | 799 
Enkin ioe sccateraii ts Goeschsateindhavin pean qrancbainandisdedanadiatane a eas 52 | 52 | 104 
Roches cnc hccadinansminautendeihatwemat baseasiest 331 240 | 571 
a a a ae andy Perea } 401 | 250 651 
cic ere heicheast ch acnccaieiacraiee aa laghad etieb aetalanginh tials aes oeeienaaarnend (4 61 125 
TE et RSS AS Se ee A ee ene ee en ee 50 50 100 
PE cccisesccsesnens iret chica hase esenese sarin et es aetossinsn io aa Sinise | 485 485 970 
i iccnnecne lascelanais elabtgie tee cipualnaid-oancs am ease cieieieada samaritan tans | 235 | 235 | 470 
Towa SI ae a SE 139 | 139 278 
se atin Screens cial th chajededeibiotn sndieaiaeaiecenainatagiicts dennis | 126 | 126 | 252 
TS litinhct a dcemsipehdeimdisetndtha ial nnluhadhiowiteianueiasanme amnion” 154 | 154 | 308 
iste incom cack dale etieened eanaltenedermnabaheeai: 230 | 190 | 420 
ai iar aaa ienllindoekebinlg el Aeranisnmateeiereimminn inmaiceinaaieni 126 84 210 
ne ss oak wom eer teginewkaubiamaaundatmasien 345 | 214 559 
I oo oo oh aa hee ou uicniaab anatase aihimaaens 975 | 429 1, 404 
ia ca arin a hin eres hvenes etna ea en innate Nas Ga aaah 924 520 1, 444 
a en tn si Sighs tiek ch dtatniescdaccpriscasietes Sialetineciatata stat aaa 263 207 470 
Ce ta te aad eee bee 116 116 232 
Nl ee 335 | 268 603 
a clan msc tipsignlianin a is 91 | 65 156 
Nn ee eae La 90 90 189 
Nevade a i ae ia a ee 38 38 76 
New Hampshire_..........--- a tai ee cee are Re | 55 A5 110 
a rahe aa | 606 | 384 990 
I i ee aS 60 6C 129 
ne 4,320 | 1, 578 5, 898 
I cada ee 255 | 242 497 
North Dakota......_.- seca lhe tele Wiptilocaadedaika'n ota seahcadatoblbcssinbce uit . 52 f2 104 
ia A I ee aa . SAT 575 1, 422 
i ea 132 132 264 
ieee ae 294 151 | 445 
nS 799 63 1, 462 
I a Sn haste nes 126 | a7 213 
ESS a sings ticesk insmtinitnicnidon 124 124 | 248 
South Dakota_........__- siete iedcaed EROS 61 | 1 122 
ee ee 194 194 388 
a ge 464 4h4 928 
et Ne RS a ee ni eee = 69 | 69 13 
ne aca niade seb anun eek 44 | 44 §8 
ne ee ae nel 192 192 384 
Toss Se ei a Eee a ee ee! Lae 259 186 445 
man Vireinia..._._......-.0-se0-0« sa is enolate deeaataneceicae 118 118 236 
a 22 | 250 681 
ts serieinabainia 42 | 42 84 
SOUS 80 8 tia eee ee Ae 8A §2 168 
SF ee | 140 140 280 
Ne Be ee ee 2A 2¢, 52 
as eae eee 27 27 54 
a ee aE 26 | 26 52 

rd a ae er ea a I 19, 625 12, 090 31, 425 





err  —— 


'OCDM allocation by formula, subject to reallocation. 
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Mr. Tuomas. What will be the total number of people employed? 
Mr. Horen. At the State and local levels it would average out—— 
Mr. Tuomas. You give dollar figures but you do not give personne] 
figures. 
he. Horeu. It would average out about one and a quarter persons 
er county. It would be about 3,600 personnel at the State and loca} 
evels. 
Mr. Tuomas. 3,600 personnel ? 
Mr. Hore. Yes, at the State and local levels. 
Mr. Tuomas. To be paid for on a matching basis with this $19 
million ? 
Mr. Horeu. And administrative expenses. 
Let me make a correction. I said 3,600. It would be roughly 
4,600 total employed at the State and local levels, none of which would 
be at Federal level or regional level. 
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classification 





Sennen en ee ee ee EEE eee 


1959 actual | 1960 estimate | 1961 estimat, 

















es 
OFFICE OF CIVIL AND DEFENSE MOBILIZATION 
ie a RIOT ONIN OY BURIE oonnnnn no nce c enn suretnsondocee $931, 576 $860, 000 $860, 000 
a7 Other contractual services __.._..............-...---....... 7, 511, 723 155, 300 155, 300 
Services performed by other agencies._.......-....-..- 2, 743, 120 2, 721, 585 2, 745, 585 
Ee ae aa 1, 903, 737 636, 115 882,115 
ao ake mesic ines emmeaiaenaiin ahaa 2, 082, 354 2, 320, 000 6, 500, 000 
Seer Een ID SUN SI ons ceneicencncuceubocucducsues SEL OE learseecebsasen tiisrciaeaaeae 
—— } | ———————_—__ 
Total, Office of Civiland Defense Mobilization........--| 15, 162, 550 6, 693, 000 11, 143, 
ALLOCATION TO VETERANS ADMINISTRATION ne 
| 
Total number of permanent positions............------------- 48 | 47 7 
Average number of all employees. ....................-..----- 46 45 4 
Number of employees at end of year............-...--.--.-..- | 46 | 45 | 45 
ES Gi I OIE BOING on cicitercccemnescnccccenescéade= 13.9 $4,213 13.9 $4,213 | 3.9 $4,213 
01 Personal services: 
Permanent positions...... sit a dc Selden dicts | $211, 561 | $212, 400 | $213, 300 
SpR I RCW ok. dans daw wcabahanaancmee | 7,637 | 6, 700 5, 800 
IE PIER GREW UIR vo ccnccccccnccccosseecaceesce! 219, 198 | 219, 100 219, 100 
02 Travel al ea a tsi | Gee linccciunbiwnnslanhonaeee 
ee |  ewebmaecssnybnaienebana 382 400 400 
ie Re OG GUILE OOF WRONE. oc ccc cc cceccccnctcenee 5, 439 | 5, 400 | 5, 400 
ey SRR CONPITIOTIRIE DOT WIDOD . on ide cnet dc ccnscsswucuseces- 11, 147 7,650 | 7, 650 
ea ae 11, O88 10, 900 10, 9 
I eg rin Shien cine tnenaiiaers --| i ee ac eneiatbieieiine m2 
11 Grant:, subsidies, and contributions...........-. ‘ 13, 542 13, 525 | 13, 525 
SP I in oa seeeediliminnaupeinses 45 25 | 3 
Totel. Veterans Administration.........<-cccaccocecccoce 261, 885 257, 000 257,00 
Tn Ie a ws pesto ciboalinmainans 5, 424, 435 6, 950, 000 | 11, 400,00 





Mr. Trromas. We will take up the item of emergency supplies and 
equipment, and we shall insert pages 174, 175, 176 in the record at this 
point. 

(The pages follow :) 


“EMERGENCY SUPPLIES AND EQUIPMENT 


“For expenses necessary for procurement, warehousing, distribution, and 
maintenance of emergency civil defense materials as authorized by subsection 











(h) of section 201 of the Federal Civil Defense Act of 1950, as amended, 
[$6,950,000] $11,400,000.” (Independent Offices Appropriation Act, 1960) 
Appropriated, 1960, $6,950,000 ; estimate, 1961, $11,400,000. 
Program and financing 
1959 actual 1960 estimate | 1961 estimate 1961/1960 
| difference 
1, Chemical, biological and radiological defense | 
DME: 6 nln de aieag pat nialtnemeingesi | $1,824,176 | $2,320,000 | $6,500,000 | +$4, 180,00 
2. Stockpile management. _..........-. i | 13, 600, 259 4, 630, 000 4, 900, 000 +270, 00 
The CUNO oso aires eice ce | 15,424,435 | 6,950,000 | 11, 400, 000 +4, 450, 000 
1959 apnroemriation available in 1958.  ......-. de ch saad aeakss ota witmesual 
Unobligated balance no longer available_......- RT a soneenenne 
I ila cia tact i a | 20,000, 000 6, 950, 000 11, 400, 000 +4, 450, 00 
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Reconciliation of obligations incurred and program costs 





1959 actual | 1960 estimate | 1961 estimate 1961/1960 








difference 

Seteations incurred... ..c<ccccceasesaccccccsn-| $15, 434,485 $4, 250,000 | $11,400,000 | +4, 450.000 
Chanrcs in selecied resources: 

Unpaid undelivered orders................- -€, 746, 826 4-4, 104, 408 +1, C68, 500 3, 035, 908 

I uh ome +1, 008. 525 a es era eae —2, 592 

SLIGO WA ISEIIANES 0. cn ccdncccuwececcceses eh RE eR RS ae Sa ee 

Property transferred in without cbarge_._... .. - PIE xeecocess iiss annncdtaor gees «ino: deeiosiaia uk Uae teak 

PROSTAM 000tS 8 . ccckeccce-ees cialgicalacaedlaaaial 8, 345, 389 11, 957, 000 12, 408, 500 +1, 411, 500 





Summary of program costs by activity 





1959 actual | 1960 estimate | 1961 estimate 1961/1960 
difference 








1. Me‘ical supplies and equipmert: 











(ai Emergency bospitals_-.............. $1, 908, 370 $122, 100 —$132, 100 
(h) Mec ical and s ES hi AGC, QOR 3. 209 4 —3, 200 
(©) Blood an-. blood Cerivatives._...---- 420, 428 3u. 100 |_ —3, 100 
a a ele 1 308, 0°6 165, ‘406 —105, 400 

2. Chemiral, biolozical, and radiological de- 
IN Te asenweel 1, 927, 478 2, 114. 405 $1, 237, 20 +1, $72, 800 
% Stock; ile mianagement .....................- 4. 519, 68° 8, 477, 200 8. 231, 390 —-245, 900 
Totel proerarn Coste... co cdscceconen sconce &, 347, 384 11,47, 000 12, 462 £90 +1, 411i, 569 





May I point out to you on page 176 that last year for this purpose 
you had $11,057,000? This is where the Feder ‘al Government buys 
it lock, stock, and barrel and stockpiles it ? 

Mr. Hoecu. Yes. 


UNEXPENDED BALANCES 


Mr. Tuomas. And this year you want $12,468,500. Have you spent 
all the money that you had last year? 

Mr. Horcu. No. Some of this money that you appropriated in 
the fiscal year 1959 was, as you recall, for rebuilding our blood sup- 
ply and that is still in process We obligated funds but part is still 
unexpended and available to meet the contract obligations. 

Mr. Tuomas. What are your unobligated balances for your 1960 
funds ? 

Mr. Herrecrincer. For 1960 funds, $1,463,137 as of January 31. 

Mr. Tromas. Will you obligate that other $1.5 million between now 
and June 30% 

Mr. Herrecrincer. Yes. 


EMERGENCY HOSPITALS 


Mr. THomas. How many emergency hospitals do you have now? 

Mr. Horan. 1,932. 

Mr. Tnomas. 200-bed hospitals? 

Mr. Horcu. That is right. 

Mr. Trromas. Where are they located ? 

Mr. Horen. As of now, over 1,300 of them have been prepositioned. 
By that I mean they are located with State and local governments 
ready to support their emergency hospital needs. By July 1, 1960, 
some 1,631 of these hospitals will be out in the State and local areas. 
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Mr. Tuomas. Are they in the hands of the local political subdivi- 
sions, or are they in storage and under the direct jurisdiction and con- 
trol of the Federal agency ? 


INSPECTION OF EMERGENCY HOSPITALS 


Mr. Horen. In this instance we work with the State and local gov- 
ernments and we will not put out these hospitals until we have as- 
sured good storage. 

Mr. Tuomas. The report of the committee’s investigative staff in- 
dicates some are not good storage. 

Mr. Horcu. Every instance that has been reported to us has been 
corrected. The State governments and the local governments will 
do that. In those instances that you referred to, Mr. Chairman, 
we have certificates from the local governments certifying they were 
in proper storage. We make spot checks. ‘These we had not de- 
termined, but now that we have determined that they were improperly 
located, the local government has taken action to get them in better 
locations. I might point out I inspect these emergency hospitals 
when I am on trips. Recently, when I was with Governor Williams, 
of Michigan, I went to a county hospital and found one of our emer- 
gency hospitals not only in good repair, but the hospital staff knew 
how to operate it and had arranged for volunteers to come in so that 
they could help operate this emergency hospital. That is our ob- 
jective in this kind of program. 


INVESTIGATION OF DISPOSITION OF SUPPLIES AND EQUIPMENT 


Mr. Tuomas. At this point I will read page 22 of the investigative 
report of the appropriation investigators. 


In the course of the staff’s examination, medical and first-aid supplies and 
equipment purchased under this program were inspected in 20 towns and cities. 
The examination disclosed the following deficiencies, most of which pertained 
to or resulted from inadequate storage: 

A. First-aid stations and equipment: 

(1) At one location, litters, plaster bandages, and water purification tablets 
were stored in an area having insufficient protection from the elements and 
no fire protection. 

(2) First-aid kits, composed of four units each, were stored at eight separate 
locations in one city. Of the eight, three of the locations had only partial 
kits while five, having complete kits, also had extra units. In one instance a 
kit had been opened and partially used but not replaced. 

B. Two hundred-bed emergency hospitals: 

(1) At four separate locations the hospitals were stored in such a manner 
that it cannot be determined whether any fit items were missing—and so that 
an inventory could not readily be made. 

(2) At three locations, component parts of the hospitals which require a 
periodic inspection to assure usability were buried beneath other items of the 
hospital and could not readily be inspected. 


CHEMICAL, BIOLIGICAL AND RADIOLOGICAL DEFENSE EQUIPMENT 


Your next item is chemical, biological, and radiological defense 
equipment. You had $2,414,400 last year and you want $4,237,200 
this year—an increase of $1,822,800. So you are really buying vir- 
tually nothing in the way of medicine—no hospitals, no blood, no 
surgical instruments—but you are buying some radiological equip- 
ment to the tune of $4,237,200. Yet your total cost of this activity is 
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$19,468,500; and $8,231,300 of your $12,468,500 is charged not to 
equipment but to stockpile management. How do you explain that— 
two-thirds for management rather than equipment? The purpose of 
this program is to get equipment. Fike 

Mr. Horcu. Let me point out to you with reference to this item 
that first of all we are purchasing $6 million worth of radiological 
instruments. As I mentioned in my opening remarks, it is neces- 
sary that we have established approximately 150,000 fixed monitoring 
stations in this country. ‘To date we have 1,000 Federal and 14,000 
State and local. 

Mr. Tuomas. We are not talking about the equipment that you are 
going to buy. Weare talking about your overhead costs. You're buy- 
ing less than $5 million of equipment and spending $8 million to 
manage it and store it. These are your figures, not mine. _ 

Mr. Horcu. I want to point out we are purchasing $6 million of 
these radiological instruments and they are needed. 

Mr. Herrevrincer. The page that you are reading from is the pro- 
gram cost method required by the Bureau of the Budget. It is a cost- 
type analysis which reflects the money that has been previously obli- 

ted. On the green sheet is our obligation-type request, page 175. 

he amount of $8 million that appears on the sheet you are reading 
from will be the amount of money we will have to spend, or pay out 
for the blood that we have had reworked. We do not have to pay 
that out yet. We have obligated it, so the obligations that we are 
asking authority for are on the green sheet; $6,500,000 for chemical, 
biological, and radiological defense equipment, and only $4,900,000 for 
stockpile management. Page 176 is a cost budget reconciliation. 

Mr. Tuomas. Your stockpile management figure, even on that 
basis, is $5 million, in round figures, out of $12,468,500, and that is 
your total cost for everything. How do you break down your 
$4,900,000 ? 

Mr. Hore. On warehouse operations it is $2,757,000. 


APPROPRIATION HISTORY 


Mr. Tuomas. We shall insert your total expenditure column on 
page 177 in the record. 
(The page referred to follows :) 


EMERGENCY SUPPLIES AND EQUIPMENT 


Appropriation history 








Fiscal year 
lac lc $56, 000. 000 
NTE en eee eee a acces 20, 000, 000 
RR erect be eR hel sash Re ere 27, 500, 000 
i saicinictcateeeeienns betaine ue ee ee) ye | 26, 000, 000 
a EE 32, 650, 000 
awa Sele Sythe ee eit nelle in ale Ate ate bepaleiatire 47, 000, 000 
ics te tee ty ea re es ee Ne 3, 300, 000 
She. oshd tel Te er See Le ee er 20, 000, 000 
a a 6, 950, 000 
cei cnn tie ge ode ile cdgieeiaendainniliphtinielibsiamdimiabanend 
I 11, 400, 000 
FTN eee nee ne een ee en ene aki 250, 800, 000 


51632—60——_71 
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Mr. Tuomas. It shows through 1960 you have spent $239,400,000 
for hospital equipment, medicines, and so forth. Now you may 
proceed. 

Mr. Horecu. For warehouse operations, $2,757,000. 

For rotation and testing of stocks, $201,000. 


STOCKPILE MANAGEMENT 


SUMMARY OF REQUIREMENTS 


Mr. Tuomas. We will insert page 182 in the record at this point, 
(The page referred to follows :) 


Summary of requirements 





ir et III RON SoS nk in dew nwelcd $2, 757, 000 
CO). SeOtRtion mind TORTI Ae I ii at eh ee eh te i ie 201, 000 
(c) Maintenance of stocks (engineering) --.__----.------.------... 80, 000 
a sete dpeetieitn nen cpgieemumengnedion eniatiaanaiem 149, 000 
Ne a a enc enaseceningptpenenaonsangeanithinas mipmgetrehapanan 860, 000 
(f) Replacement of deteriorated stocks__......---.--__---_------- 853, 000 

a 4, 900, 000 


Mr. TuHomas. What confuses me is what became of the other $ 
million. 

Mr. Horeu. This totals up to $4 million. We have replacement 
of deteriorated stocks of $853,000. 

Mr. Tuomas. What becomes of your other $3.5 million ? 

Mr. Horan. $6 million, sir, is for the purchase of these radiological 
instruments that I mentioned. 


WAREHOUSE COST 


Mr. THomas. Your warehouse cost is $2,757,000. How many ware- 
houses do you have ? 

Mr. Horcn. Thirty-two. 

Mr. Tuomas. Rotation of stocks, $201,000. That is really personal 
services. 

In storage quality control, $149,000 and transportation, $860,000, 
and replacement of deteriorated stocks, $853,000. 

Mr. Horcu. That is right. 

Mr. Tuomas. These are your figures and they are not clear. Out 
of your $12 million that you are seeking, how much are you spending 
for new medicines, materials, and so forth? 

Mr. Horen. I would say roughly $853,000 for the purpose of re 
placing deteriorated stocks and maintaining a stock base. 

Mr. Tuomas. You have $12,500,000 in round figures. 

Mr. Horan. That comes out of this summary of requirements on 
page 182; $6 million is for radiological instruments. These are 
detection devices that detect and measure the radiological fallout. 


RECONCILIATION OF FINANCING TO APPROPRIATION COSTS 


Mr. Tuomas. You set out in your green sheet $6,500,000 for chem- 
ical, biological, and radiological defense equipment; $4,900,000 for 
stockpile management. That is $11.4 million. 

Mr. Horcu. That is the total. 
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Mr. Tuomas. How do you reconcile that figure with the $12,468,5004 

Mr. Herretrincrr. This is a cost type reflection. This is the 
amount of cash that it will take to pay off the obligations for the 
fiscal year 1960 and 1959 for products that we have ordered, or have 
obligated to buy but have not yet received. When the product comes 
it will take $1,068,500 to pay off our previous year’s obligations. 
This is the cost type of budget as reflected from the Hoover Commis- 
sion report, and we were instructed to present this type of information 
in the budget. 

Mr. Tuomas. It is really clear. 

Mr. Herrevrincer. I do not particularly care for it myself. 

Mr. Tuomas. If you are going to do this for the Bureau of the 
Budget you send them theirs, but if you are doing it for this committee 
you put in the kind of page that we like. | 

Mr. Herre.rincer. I try to do both, sir, and I am sorry to confuse 
you. 

Mr. Horeu. This $6 million worth of instruments, let me just point 
out, will then equip 36,500 additional fixed monitoring stations, and 
we will equip additional high school science classes with these instru- 
ments to carry out their programs. 


JUSTIFICATION DATA 


Mr. Tuomas. You set all of this out on page 181, which page -ve 
shall insert in the record. 
(The page referred to follows :) 


GENERAL STATEMENT 
2. Stockpile management, $4,900,000 


The OCDM stockpiling program is one element of a broad undertaking to meet 
postattack requirements for civilian survival. The long-range objective of the 
stockpiling program is to establish Federal stocks to the extent necessary to sup- 
plement other methods of meeting postattack requirements. In the development 
of the total program OCDM joins with other Federal agencies. 

The OCDM stockpile procured to date including medical supplies, emergency 
engineering equipment, and radiological instruments is stored and maintained in 
a nationwide warehouse system consisting of 34 medical and general storage 
facilities. These medical and general storage facilities are divided into three 
eategories : 

(a) Minor storage locations.—Ranging between 10,000 and 20,000 square feet. 
These are generally located fairly close to target areas on a calculated risk 
basis in federally owned depots and used principally for the storage of func- 
tional assemblies. 

(b) Major storage locations.—Ranging between 50,000 and 100,000 square feet. 

These generally are located for direct support of specific target areas and are 
used for the storage of bulk backup medical supplies as well as functional assem- 
blies including civil defense emergency hospitals. 
(c) Reserve storage locations —Ranging between 100,000 and 500,000 square 
feet. These are located a greater distance from target areas, preferably in more 
isolated sections, and are designed to give reserve support to regional groupings 
of target areas. Factors considered in selecting these are available transporta- 
tion facilities, security, strategic coverage, and geographical distribution. In 
general, bulk backup reserve supplies are stored at these locations. 

During the past several years, radiological instruments have been loaned 
and/or granted to States and Federal agencies. In addition, civil defense emer- 
gency hospitals will have been placed in approximately 1,631 prepositioned storage 
locations by the end of fiscal year 1960 under State custody at or near sites where 
they would be used in an emergency. Also. 72 civil defense emergency hospitals 
have been loaned to States for training and display purposes. These loan and 





1122 


grant activities serve to assist in the development of a nationwide monitoring 
capability for training and provide better ultimate utilization and distribution 
of these stockpile materials. 


RADIOLOGICAL EQUIPMENT AND TRAINING 


Mr. Tuomas. Now you have a big paragraph on radiological sur- 
vey meters on page 179: 

Funds to procure about 956,000 radiological survey meters and dosimeters, 
plus some additional training devices, have been provided for the fiscal year 
1960. This number is adequate to commence the training and equipment of 
Federal departments and agencies, initiate familiarization courses in 15,000 
high schools, and provide the initial equipment for training in the States and 
territories. 

Radiological instrument training requirements based upon current national 
training estimates will be satisfied by the procurement of about $2,188,000 
worth of additional instruments in the fiscal year 1961. 


Where are you going to start that buying program ? 

Mr. Thomas (reading :) 

To provide one set of monitoring instruments each for 36,541 monitoring 
stations, an additional $3,812,000 is required? 

Mr. Hoecu. It is for this fiscal year so we can have the capability, 
we spoke about, by July 1, 1963. We will have to come back and ask 
for the same figure next year and the next year. It is the only way 
that you can get this capability. 

Mr. Tuomas. What is it going to cost per set ? 

Mr. Horen. The unit cost is shown in the first column on page 180, 

Mr. Tuomas. Is this a downpayment on it? 

Mr. Horeu. This is full payment for each. It runs approximately 
$130 per set for monitoring stations. 


CHEMICAL AND BIOLOGICAL DEFENSE EQUIPMENT 


Mr. Tuomas. You want a little research money here for your 
elastic vinyl mask with a self-contained filter, estimated production 
cost of $2.50 per copy. This is for your research continuation on 
your mask, $500,000 ! 

Mr. Hogcu. That is right. That is to complete it so that it can 
be made available to the general public. We have developed the 
finest civilian gas mask in the world, and it will retail for approxi- 
mately $2.50. 

Mr, Tuomas. I wonder if the people over in the Chemical Warfare 
Service agree with you. They have been working on that for about 
40 years and have spent a sackful of money. Here you come along 
a little independent agency having been in existence for 9 years and 
you are going to show them how to do their job? 

Mr. Hogcu. No. I want to point out very clearly we work with 
the Chemical and Biological Sections of the Department of Defense. 
We work with the Chemical Association, all the people within Gov- 
ernment and outside of Government. This mask was jointly devel- 
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oped not only by us, but by other, Federal agencies, but it is for 
civilian use. 

“we Yates. How does the civilian mask differ from a combat 
mask 

Mr. Horeu. A combat mask has to be much more rugged. It is 
the kind that costs about 20 times as much as our civilian mask. It 
has to be rugged to be thrown in a truck and picked up. You know 
how a use them in the military. This civilian mask is not as 
rugged, but it is adequate. 


ResEARCH AND DEVELOPMENT 


Program and financing 








1959 actual | 1960 estimate | 1961 estimate 


by activities: 
1. Fallout shelter prototypes and surveys: 


cE «keihin nacing abaniipeimaniipatinistsecnnatsemciine $500, 000 $3, 100, 000 
(6) Sampling surveys of shelter availability........|.............. 250, 000 1,050, 000 
2. Contract research: 
(a) Shelter research, engineering, and testing-...... $485, 305 922, 670 735, 000 
>. Matielogien) GARG ccinwcccviscwccussscsssoned 763, 133 838, 157 720, 060 
I a a i lait 336, 705 313, 303 280, 000 
| RR a a ea 79, 376 74, 960 235, 000 
Ce) Teeter: GUNG MAGNONS 88... ecccncececncceues 374, 002 200, 352 120, 000 
(f) Warning and communicatioms.................- 300, 742 156, 875 159, 000 
Std: BPP ONNG COMING thee 6c ne ccenenioaccccaswaenee 205, 068 269, 631 401, 000 
nT CN... <cciliiieacnecenenaiemenisenecamnendiens 3, 578, 828 
Cw a ee eee ee ee 6, 123, 159 


4. Relation of costs to obligations: 
Costs financed from obligations of other years, net 
ge ad eee eee oar SRS OA —2, 099, 540 |__- 





Total program (obligations) .....................- 4,023, 619 

Financing: 
Unobligated balnce brought forward...................... —2, 766, 914 
Recovery of prior year obligations._....................... —642, 701 
Unobligated balance carried forward. ...................-. 1, 385, 996 
Appropriation (new obligational authority) ............. 2, 000, 000 
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Object classification 


SS sx CO. 


| 1959 actual 





1960 estimate | 1961 estimate 


es 





OFFICE OF CIVIL AND DEFENSE MORILIZATION 


























07 Other contractual services... ......................-.-...- $2, 940, 497 $3, 495, 683 $4, 910, 000 
Services performed by other agencies..............-.-- 684, 605 1, 392, 460 1, 810, 000 
Total, Office of Civil and Defense Mobilization. .... 3, 625, 102, 4, 888, 143 6. 720, 000 
ALLOCATION ACCOUN1S 
Total number of permanent positions. ................-..-.--. 20 12 7 
Full-time equivalent of all other positions................-.---|..---...------ Lh bovennadiaee 
Average number of all employees. _..............-......------ 12 8 4 
Number of employees at end of year.............-.-.--------.-- 12 8 0 
Average GS grade and salary.......-.------------------------ ‘12 $5, 620 | 9.0 $6,978 19.0 $6,743 
01 Personal services: g ame 
Permanent I a 73, 136 49, 880 24, 300 
Positions other than permanent-.............---------- L cniincnienmiateoeas 4, 800 500 
I i ametnbind 452 200.) ncckccnitindes 
I a cdesheremiesrnencnens 73, 588 54, 880 | 24, 800 
re et emeematidimboaba 3, 451 12, 200 1, 500 
a eusawenancnnentm 44 9DD Scinttissiediitiness 
ce SE Se eee 99 300 200 
OS; Remées end weiter serviccs.......5..........................- LOEB fic cncccnccnsidl evibessonsy 
Renee 17 2, 500 500 
i Seer ee GOP WINNS. co... cdnccuntccnccccconcces 286, 968 515, 581 451, 600 
et et .. oc cmedanoadadinmecone 24, 967 5, 600 
oe SS Ea aa ee 4, 763 B, O00 fain cccscssae 
11 Grants, subsidies, and contributions. _...................- 3, 103 3, 192 1, 200 
Oe ES eee | 462 SOD B pst ndecee 
Se nl, IRIE COOOTIRENE 6 i. 5 5 oo. norceencnnceneccecsss 398, { 517 597, 853. | 480, 000 
SR serene oeenhibissincctitiiesintid - _ 40 023, 619 o| 5, 485, 996 | 7, 200, 000 
Obligations are distributed as follows: epee a 
Office of Civil and Defense Mobilization.................- 3, 625, 102 4, 888, 143 6, 720, 000 
Department of Defense___......._.-- cieliheliniiads a 59, 913 300, 087 345, 000 
General Services Administration.......................... 69, 220 61,918 |..-ccsceuee 
Department of Health, Education, and Welfare._.......-- 120, 466 235, 851 30, 000 
NN DN a eee DG SEe tsccdetceaaed | -scectilienns 
ee eee nS eee Se ks Bie oe | 70, 000 
Oe oe ft 3 te eee RE 
Beer Gene 68 Cine Taber i oo no's nk cn ce wcwccocencenccssck  § hy Ce ree Rad icounpenesseicitiel 
eee Ean a in neannnatnnins Ue ee 35, 000 


Mr. Tuomas. Let us look at your research and development. 
We shall insert page 188 and page 189 in the record at this point. 
(The pages referred to follow :) 


Program and financing 





| | 
| 1961 estimate 

















| 1959 actual | 1960 estimate 1961/1960 
difference 
————EEEE———E remem mien soumetusiemensumasteapenenasinnenenet 4G Sane: manpenenennmnne enapmmanatss 
1. Fallout shelter prototypes and surveys. --..-- sciiiitienstiliein -| $3,000, 000 $4, 500,000 | +-$1, 500,000 
no oe naan en aunenen $2, 922, 679 | 2, 485, 996 | 2, 700, 000 +214, 004 
ae | 1, 100, 940 nuldeinakinticinh asain capita assecanedaan 
Total obligations .......................-- | 4, 023, 619 5, 485, 996 | 7, 200, 000 | 41, 714, 004 
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Summary of obligations by object class 


—_———— eee 0°00 OSES (EEE 


1959 actual | 1960 estimate |1961 estimate} 1961/1960 


difference 
07 Other contractual services._...........-.... $2, 940, 497 $3, 495, 683 $4,910,000 | +$1, 414, 317 
Services performed by other agencies. .-.... 684, 605 1, 392, 460 1, 810, 000 +417, 540 
Pe COTO 6. b nkinsaeisetdncceecteceska 3, 625, 102 4, 888, 143 6, 720, 000 +1, 831, 857 
nT CL, Sascasncetaancmeesapene 398, 517 597, 853 480, 000 —117, 853 
pete ODMBACIONS.............. --cenneeeces<uy 4, 023, 619 5, 485, 996 7,200,000 | +41, 714,004 





Reconciliation of obligations incurred and program costs 





1959 actual | 1960 estimate | 1961 estimate| 1961/1960 





difference 
IS NINE. .0scssecucrsendnpinaneous $4, 023, 619 $5, 485, 996 $7, 200,000 | +$1, 714, 004 
Ohanges in selected resources: 
Unpaid undelivered orders..............--- +1, 362,477 | —2, 426, 804 —400, 000 +2, 026, 804 
Advances outstanding...................... +1, 379. 764 PTR OS Toco. ck wend —727, 192 
Other adjustments.....................-.-. —642, 701 —100,000 |_....-------.- +100, 000 
i al anes acosneges desde 6, 123, 159 3, 686, 384 6, 800, 000 +3, 113, 616 





Summary of program costs 


1959 actual | 1960 estimate | 1961 estimate 1961/1960 








difference 
1, Fallout shelter prototypes and surveys: 
(a) Protypes-_-_----_- slieecsnmmamniabosmiaeeemnetemaay mates $500, 000 $3,100,000 | +$2. 600,000 
ip) ERMDNIE SUS VON Caso ohn cin oon cntide ee ee bide ann cee aun 250, 000 1, 050, 000 +800, 000 
2. Contract research: 
(a) Shelter research, engineering and 
es tee ConninaRnnlneasne eh $485, 305 922, 67 735, 000 —187, 670 
(4) Radiological defense. ...............- 763, 133 838, 157 720. 000 —118, 157 
J, | +a 336, 705 313, 303 280, 000 —33, 303 
i 79, 376 74, 960 235, 000 +160, 040 
(e) Health and medical..............._-- 374, 002 200, 352 120. 000 —80, 352 
(f) Warning and communications. -_-_.... 300, 742 156, 875 159, 000 +2, 125 
(g) Social and other. -__- Se eee tei 205, 068 269, 631 401. 000 +131, 369 
I main 3, 578, 828 MOR AEB Acaccnuawawes — 160, 436 
Total program costs. .................. 6, 123, 159 3, 686, 384 6, 800, 000 +3, 113, 616 





Mr. Tuomas. Last year you had $5,485,996. Now you want to step 
that up to $7,200,000. 

Mr. Horeu. Yes. 

Mr. Tuomas. I note again, to add confusion on top of confusion, 
your green sheets always use as a base your estimate, not your appro- 
priated amount for the fiscal year, and then you add your estimate, not 
the appropriated amount, for your base, and there is always a little 
disparity. That is really helpful. 

Mr. Herrecrincer. I am very sorry. 

Mr. Tuomas. It is no fault of yours. The Bureau of the Budget 
tells you. You fix it up the way they want it, but when you come 
over here again bring it like we want it. 

Mr. Herretrrncer. Yes. 

Mr. Horcu. May I point out last year you gave us $2.5 million for 
prototypes. 

Mr. Tuomas. Your fallout shelter prototype is $3 million for last 
year. 
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Mr. Horen. That is for prototype and surveys. 

Mr. Tomas. You want to increase that by $1,500,000, which makes 
$4,500,000. 

Mr. Horen. That is right. 

Mr. Txromas. Contract research, $2,485,996 for 1960, and as I re- 
member, that includes 12 or 15 items under 4 different heads, economic, 
social, and whatnot. You increase that to $2,700,000, which is an 
increase of $214,004 over last year. You break that down in your 
other contractual services, $4,910,000 for 1961, which is an increase of 
$1,414,317. 

RESEARCH BY OTHER AGENCIES 


Services performed by other agencies, $1,810,000, which is an in- 
crease of $417,540. 

Whom do you give this money to? 

Mr. G. R. Gatxacuer. In 1960 and 1961, money is being paid to 
the Department of Agriculture; to the Department of Health, Edu- 
cation, and Welfare; the Navy Department; and other military 
departments. 

Mr. Tuomas. What research are they doing for you ? 

Mr. Gatiacuer. The Department of Agriculture has a study 
of food for shelters underway which is turning out. quite well. 

Mr. Tuomas. Is that a part of the $10 million you want to transfer 
to other agencies, or is this separate and distinct ? 

Mr. Gawiacurr. Separate and distinct. You were talking 
abont the research which we have underway with the present funds. 

Mr. Tuomas. Name the other governmental agencies. You have one 
here at the Bureau of Standards and one at the National Science Foun- 
dation. You have one here at the National Academy. How much is 
at the National Academy ? 

Mr. Gatiacuer. How much for the next year? 

Mr. Tomas. Yes. How do you break this $1,810,000 down amongst 
your Government agencies? 

Mr. Ostertac. Thisis all within the field of research. 

Mr. Tromas. And contributions to other Government agencies. 

Mr. Ostertac. This is in the form of contributions to other 
agencies. 

Mr. Horcn. Yes, sir; for specific research requirements. 

Mr. Tuomas. Can you break it down right quickly, Mr. Gallagher? 

Mr. Gatiacuer. I do not know how quickly I can do it. 

p Mr. Tuomas. When you get your remarks pull them together right 
ere. 

(The requested information follows :) 

i Noe are Co OO CE eee 


Department of Commerce__- ahhh tak Seah kn ok cingpetdaies | ae 
Gemerel Bervicss Agministeation gin cee ned enene cee eecie wena ane 1, 300, 000 


Mr. Tromas. Do vou remember what you transferred to the Na- 
tional Science Foundation ? 

Mr. Gatiacner. No, sir: we have nothing for them. 

Mr. Tromas. What about the National Academy of Science? 

Mr. Gatiacuer. $171,000 is the figure transferred in 1960 for all 
activities. 

Mr. THomas. Now on nage 189 you have fallont. shelter prototype 
surveys, prototypes, $3,100,000. You had $500,000 for that last year. 
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Mr. Horen. Prototypes, $2.5 million last year, and we are asking 
that it be increased to $3 million. 

Mr. Herrevrincer. You are back to the cost. page again. 

Mr. Tuomas. That is right. It is fish one time and fowl the next. 

Here is a continuation of your sampling. You are going to 2 more 
States this year and 4 more next year, and you had 4 and that gives 
you about 10. You are going into them to study how you are going to 
prop up old buildings. 

ow you have two or three items here that are hard to understand. 
You have economics, $74,960, and you have stepped that up to $235,000, 
a $160,040 increase. 

Now, for an item like health and medical, you show a decrease of 
$80,352. You had $200,352 last year and your estimate for this year 
is $120,000. 

Now, go down to social and other. You increase from $269,631 to 
$401,00, or an increase of $131,369. 

Mr. Herre.rincer. We are back on the cost page again. Actually, 
social and others is $386,787, and we are asking for $475,000, or an 
increase of $88,213. 

Mr. Tuomas. Well, I have four figures over here. 


APPROPRIATION HISTORY 


We will insert at this point in the record page 190 of the justifica- 
tions. 
(The page referred to follows :) 


Appropriation history 


Fiscal year: 

NR ao ata aaah hai enlebaniibaieippameteldibcaaneaiataiabeahaaibiaisaeist duane $10, 000, 000 
I sia CST in ncn sinc dn cnn haan naan hentia aagdaniaen adelante baat 10, 000, 000 
I ail airans dich tana vives al ais eenntaalebaanibieigimianabietoaemecntaniasaeiaaaanle 2, 000, 000 
ce acaba nies loins mene ic le lb clans ibn iistapszbcd 2, 000, 000 
Sela vertey nasecicipvolcesPob-coecccseenc pots cobalt acgdncancaacaich hc 4, 000, 000 

SNE 3-202. la be wisteeomeneecdtertcomiontae onecaecton tema nae ee, akon 28, 000, 000 
I a nc es 7, 200, 000 

SI etiinconssecracrensasieencegasected sect lena ig tl hetavin viel tates teatensas pai ai 35, 200, 000 


Notr.—Amounts for each year include supplementals and deficiencies. 


Mr. Tuomas. There was more appropriated in 1960 than in 1959, 
which makes your 1961 requirements smaller than they really are be- 
cause you use a different base, which is no fault of yours. 

Mr. Hoecu. I believe, sir, on page 198 that it is more in line with 
the way you want it presented. 


SHELTER ACTIVITIES 


Mr. Tuomas. This is worthy of repetition: 

Major emphasis will be placed in fiscal year 1961 on the following shelter 
activities : 

1. Construction of a limited number of prototype shelters of various kinds 


suitable to a different geographical and climatic area for demonstration and 
testing. 


2. Surveys of existing structures to determine their capabilities for providing 
fallout shelter. 


You had better let the cities do that. 
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3. Continuing identification and analysis of pracical methods of increasing the 
availability of shelter through private and public enterprises in accordance with 
the national shelter policy. 

I notice our distinguished friend, Gov. Nelson Rockefeller, started 
off this program, but he does not say a thing in the world about it now, 

Mr. Horeu. Well, sir, within the next 2 weeks he will be making 
some recommendations. 

Mr. Tuomas. And, I repeat again, you have about four different 
items in here for shelter this year, tot: ling about $7 million. In addi- 
tion, there is about $17 million in the ‘eneral Services Administration 
budget for different types of construction dealing with shelter in 
public buildings. 


Crvi. DEFENSE AND DerenseE MopsriizatTion Funcrions or FEppraz, 
AGENCIES 


Program and financing 





1959 actual | 1960 estimate | 1961 estimate 
! 
| | 
Program by activities: | 
nentipbhemnie $240, 000 $500, 000 








 coerertmment of Aerianitise..........ccccccnecccta.s-<ee 
ee NIE Cn cairn unntmmenee Be cid aa 45, 000 
3. Department of Commerce. ol he deride tote $2, 037, 419 | 2, 329, 000 | 2, 753, 000 
4. Rivers and harbors and flood control, Department ¢ of | 
I eee WE Nowenne ociinlw dieses eee 
5. Federal Aviation Agency.........................- wal ibiabhdas eee 90, 000 | 193. 000 
6. Federal Communications C ommission - siti 5 Re | 15, 000 | 15, 000 
7. General Services Administration. sesinsindokenll 760, 000 | 752, 000 752, 000 
8. Department of Health, Educ: ation, and Welfare....__.| 75, O51 | 1, 442, 000 3, 077, 000 
9. Housing and Home Finance Agency ....... Yea 102, 078 140, 000 300, 000 
10. Department of the Interior._...............-........ =a 253, 163 | 373, 000 450. 000 
11. Interstate Commerce Commission...........----------|-------- : | 20, 000 170. 000 
Te on clwesdcnesecnessmance 85, 000 | 800. 000 1, 500, 000 
ee OE eee 12, 343 19, 000 180, 000 
14. Small Business Administration...............-- asaves|scsecevcswens | 15, 000 50. 000 
ue ene, ee. namnaneoneoranenes |--------------| 15, 000 15, 000 
Total obligations......... ge 2 eee 3, 347, 291 | 6, 250, 000 10, 000, oon 
Financing: Comparative trausfers from ( (—) other accounts...| 3,347,291 | —6, 250,000 |.............. 


| tei] tenes] 


Appropriation (new obligational authority) _- pallciicos cedtiensinas 10, 000, 000 





ion 
In 


tAL 


| gli $l ssssesessss 
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Object classification 





1959 actual | 1960 estimate 


1961 estimate 



















































Total number of permanent positions___................-...-- 63 480 602 
Full-time equivalent of all other positions....................- 6 15 39 
Average number of all employees. _...................-...--.. 195 402 726 
Number of employees at end of year......-......... eae 58 _ 360 592 
Average GS grade and salary. ......-.....-.--.-.-..-.....-.-- 11.2 $9,279 iv 10.2 $8,080 | 10.1 $7,900 
01 Personal services: 
SINISE eee ok racuunehaneroe $1, 699, 025 $3, 282, 689 $5, 643, 047 
Positions other than permanent_..._........---...___- 10, 719 90, 868 208, 672 
ar RE BETTE i ciknscncscnntuihaddissceseleuce 9, 501 33, 935 34, 645 
"Total merecmel Sr Wie sion os on Sirti cca snooccnse-- 1, 719, 245 3, 407, 492 5, 886, 364 
02 Travel. Redbtdbhinecccpietiionditieanetdnene es 100, 272 412, 459 746, 953 
03 T ransporte ation of things ait Teli cates psiahdis Pali deaneciiairinties 76 35, 570 37, 800 
a een UNGER OPE VAGUE nn atten ncnankacmenanamnaneeseson 35, 844 58, 229 78, 810 
i MEeNeGs DENG Wass ey WEN VIO sak cass occ nendddnaswecscecenee 2, 229 16, 100 29, 950 
06 Printing and reproduction.....................-.---..---- 42, 369 73, 940 135, 770 
Me EeEOr COUETROCIIG! SOF VICUB bac 245.2 onc neneconesceseonceess 777, 550 973, 990 1, 171, 260 
Services performed by other agencies...........-.--._- 534, 347 424, 500 489, 600 
I eaealianibeepinnioos 13, 494 89, 424 171, 086 
09 Equipment____....- led sebelnGn Riis Mb cmwinens 11, 190 78, 875 97, 155 
ll Grants, subsidies, and contributions...--.---------------- 109, 694 674, 236 1, 147, 061 
12 Pensions and insurance 39 55 512 
13 Refunds and awards__ = 354 100 100 
I Nt I aca isan endian: 588 5, 030 7, 579 
Total obligatione.....2 52. ..<-- sc ccccccseccc. ccccccsecece 3, 847, 291 6, 250; 000 10, 000, 000 
Obligations are distributed as follows: 
I OR, 240, 000 500, 000 
Civil Aeronautics Board. .-..-....---- 2... Si aa odin eiadcceda sae aikeaadin ace 45, 000 
ROMAINE GE CIOTMEIENOD. «6 oon anna ddcoccuscece<nsesenc 2, 037, 419 2, 329, 000 2, 753, 000 
Rivers and harbors and flood control, Department of the 
a a i aE EB ak TET h  dccccnticciphdtntaeceseemeee 
Federal! Aviation EE i Airiitts 0 cedinendecétanbunngceGa tub inkemnensont 90, 000 193, 000 
Federal Communications Commission_...................]...........--- 15, 000 15, 000 
General Services Administration.................--22.2.-- 760, 000 752, 000 752, 000 
Department of Health, Education, and Welfare_..._..___- 75, 051 1, 442, 000 3, 077, 000 
Housing and Home Finance Agency.....................- 102, 078 140, 000 300, 000 
rl a. ce rt dnsemiationseces 253, 163 373, 000 450, 000 
Interstate Commerce Commission.....................-...].......-...... 20, 000 170, 000 
Un te tomee 85, 000 800, 000 1, 500, 000 
Post Office Department._............- 12, 343 19, 000 180, 000 
I ID i 15, 000 50, 000 
SES SEE BEER (ES 15, 000 15, 000 





At this point in the record we shall insert page 210 of the justifica- 
tions as well as pages 211 and 212. 
(The pages referred to follow :) 


“CIVIL DEFENSE AND DEFENSE MOBILIZATION FUNCTIONS OF 
FEDERAL AGENCIES 


“For expenses necessary to enable other Federal agencies to perform such civil 
defense and defense mobilization functions as may be designated by the Office 
of Civil and Defense Mobilization, including payments by the Department of 
Labor to State employment security agencies for the full cost of administration 
of defense manpower mobilization activities, $10,000,000.” 

Appropriated 1960, none. Estimate, 1961, * $10,000,000 

Appropriated (adjusted) 1960, $6,250,000 





1Includes $10 million for activities previously carried under “Salaries and expenses,” 
Office of Civil and Defense Mobilization. The amounts obligated in 1959 and 1960 are 
shown in the schedule as comparative transfers, 
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Program and financing 


















































j | 
| 1961 com- 
pared to 1960, 
1959 actual | 1960 estimate | 1961 estimate | increase (+) 
or 

decrease (—) 
i. Departanent of Apricuiture.....5=.........].............. $240, 000 $500, 000 | +$260, 000 
Se Germ masmaes Mend... ..........-.i.<c.1...:.0.2.0ce~dleacccce.c---.< 45, 000 | +45, 000 
3. Department of Commerce.-___........-..--- $2,037,419 | 2,329, 000 2, 753, 000 | +424, 000 
4. Corps of Engineers. _................. aibpani GEE Wane dntcsinaenero-etisaneeemeecn OG, UM 
5. Federal Aviation Agency ...._.............].....-...--.-. 90, 000 193, 000 +103, 000 
6. Federal Communication Commission... _...}..........__-.! 15,000 Lp ae ee: 
7. General Services Administration. __.__.___- 760,000 | 752, 000 Tee |... 

8. Department of Health, Education, and Wel | 
Senda die ithe 75, 051 1, 442, 000 3, 077, 000 +1, 635, 000 
9. Housing and Home Finance Agency ....<... 102, 078 140, 000 300, 000 +160, 000 
10. Department of the Interior__....__________- | 253, 163 | 373, 000 450, 000 +-77, 000 
11, Interstate Commerce Commission Sal eahaleats -| 20, 000 170, 000 | +150, 000 
12. Department of Labor___...._--- 85, 000 | 800. 000 1, 500, 000 | +700, 000 
13. Post Office Department. ____.._.- 12, 343 19, 000 180, 000 +161, 000 
14, Small Business Administration ___.-....----|-.-...--__-_-- | 15, 000 50, 000 +35, 000 
16. Veterans’ Administration..____-~-----------|---------_---- 15, 000 Get .. cna 

cat eaidatahdie cmon . 
a ont le ec aeedec ed 3,347,201 | 6, 250, 000 10, 000, 000 +3, 720, 000 
Comparative transfers from (—) other accounts. —%, 347, 291 WEEP OUE tonncsnncesegac | +6, 250,000 
a —_| oon \- ee — 

Appropriation (new obligational author- | | | 

is thie nancanaicindetensensncnedabe bilities St Slaeisieaaelica 10,000,000 | +-10,000, 000 





Summary of obligations by object class 





1961 com- 
pared to 1960, 
1959 actual | 1960 estimate | 1961 estimate | increase (+) 
or 


decrease (—) 





scp Sewreewpebes 63 480 602 +122 





Number of permanent positions 
eee $1, 719, 245 $3, 407, 492 $5, 886, 364 +-$2, 478, 872 
a ee cones — 100, 272 412, 459 746, 953 +334, 494 
03 Transportation of things | Sidhe dncatepenin 76 35, 570 37, 800 +2, 230 
04 Communication services_- Niantic tons 35, 844 58, 229 78, 810 +20, 581 
06 Rents and utility a i 2, 229 16, 100 29, 950 +-13, 850 
06 Printing and reproduction................. 42, 369 73, 940 135, 770 +61, 830 
07 Other contractual services...............-- 777, 550 973, 990 1, 171, 260 +197, 270 
Services performed by other agencies____._- 534, 347 424, 500 489, 400 +-65, 100 
08 Supplies and materials................_.... 13, 494 80, 424 171, 086 +-81, 662 
a ceinaiianaie | 11, 190 78, 875 97, 155 +18, 280 
11. Grants, subsidies, and contributions - __- a 109, 694 674, 236 1, 147, 061 +472, 825 
12 Pensions and insurance...................-- 39 55 512 +457 
CE eee 354 100 fl ee 
15 Taxes and assessments-_-..................-- 5&8 5, 030 7, 579 | +2, 549 
i datpinein a a aeanisatinaanae 

Co nt 3, 347, 291 | 


6, 250, 000 10, 000, 000 | | +-3, 750, 000 





Mr. Tuomas. This is your contribution to other Government agen- 
cies which was in a different sum than the $1.8 million that Dr. Gal- 
lagher spoke of a while ago. 

How much was appropriated for this purpose last year? 

Mr. Hogeu. $6,250,000. 

Mr. Tuomas. But you took two bites at it last ve ear—about half of 
it in the regular bill and half of it in the deficiency bill. 

There are a lot of tables and everything in these justifications which 
are good. Weare all familiar with these activities. 


SUMMARY OF OBJECT CLASSIFICATIONS 


It might be well to put the tables at pages 213 and 214 in the record 
at this point. 
(The pages referred to follow :) 





| 
| 
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Mr. Tuomas. You have to get a magnifying glass to read these fig- 
ures. I tried it, and didn’t have much luck with it. 

You have a wealth of material here as to what these agencies are 
going to do for you and so forth and so on. 


CONSTRUCTION OF FACILITIES 


There is no direct request for construction of facilitiesthis year. We 
will insert at this point in the record page 333 of the justifications. 
(The page referred to follows:) 


GENERAL STATEMENT 


The fiscal year 1960 appropriation provides for the construction of a regional 
underground control center for the Office of Civil and Defense Mobilization. This 
is the first protected facility of this nature and it will serve as a prototype for 
Similar centers to be requested for the other regional offices. It is planned to 
construct this first center at Denton, Tex. The proposed facility is designed for 
day-to-day operations as well as for attack emergency conditions. 


Disaster RELIEF 


Mr. Tuomas. The next activity is that which is entitled “Disaster 
Relief,” and at this point in the record we will insert pages 334 and 
335 of the justifications. 

(The pages referred to follow :) 


Program and financing 





| 1959 actual | 1960 estimate | 1961 estimate 1961/1960 
difference 


i; Weeinintration. (<2. = 2. os sio5655.24 atts ad $187, 399 $240, 000 | $240, 000 |_. jdt dehe en 


2. Aid to disaster areas._....... bk h 6 Saakell 8, 163, 813 | 8, 060, 000 | 7, 975, 419 — $84, 581 

be Leathe 11 xe ane 

Total obligations. .__-- idee ciniigeene) +. pe | 8,300,000 | —-8, 215, 419 | —84, 581 
Recovery of prior year oblige ations. eee ae — 14, 343 | Feb Woke uaceswetatbeedughid 

Unobligated balance brought forward __....---- — 24, 852, 288 | —16, 515, 419 | —8, 215, 419 +8, 300, 000 

Unobligated balance carried forward. ..-.....-- 16, 515, 419 Cp EE A in dutendininne —8, 215, 419 


<onenneeeth . D eeeepetnepet — > quid aegenegesinmngeemnentanamestitints 
2 . | | } 
Appropriation (new obligational author- | | 


ee ei wr Bde bse oo bere Boren tet ee Te St Panwa eds elt back bee a 


GENERAL STATEMENT 


All assistance by Federal agencies in major peacetime disasters is a coordi- 
nated operation under Public Law 875 of the 81st Congress, the Federal Disaster 
Act of 1950. Pursuant to Executive Orders No. 10427 and 10773, the Director 
of the Office of Civil and Defense Mobilization has the authority and responsi- 
bility for administering the act. 

The act makes it incumbent upon all Federal agencies to provide assistance to 
States and local governments to alleviate suffering and damage resulting from 
major disasters. They must be prepared to act in any given disaster situation. 
The coordination of such plans and preparations, and the control and coordina- 
tion of Federal agency assistance in natural disaster operations, are duties as- 
signed to the Office of Civil and Defense Mobilization. 

At the request of the President, the Joint Federal-State Action Committee 
considered the problem of natural disaster relief for damage to public property. 
In their report, the Committee emphasized the responsibility of State and local 
governments in natural disasters. It recommended that Federal monetary as- 
sistance be extended for temporary repair or replacement of public facilities or 
restoration of essential public services only after there had been expended with- 
in the State, over and above normal operating expenditures, within a year’s 
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time, a sum equal to or greater than a minimum sum suggested by the Com- 
mittee. 


This recommendation was incorporated into Federal disaster assistance regn- 
lations, published in May 1958. A request for disaster assistance shall inelude 
the assurance of the expenditure of a reasonable amount of the funds of States, 
local governments, or other agencies therein, for alleviating damage resulting 
from such disaster. Federal assistance under Public Law 875 will be avail- 
able only after the Governor certifies that the total expenditures and obliga- 
tions for disaster relief exceeds an amount published annually by the Director 
as the minimum for that State. The effect of this regulation has been to reduce 
requirements for monetary assistance. 

Obligations for aid to disaster areas in fiscal year 1959 totaled $8,351,212, in- 
cluding administrative expenses. Unobligated balances at the close of fiscal 
year 1959 totaled $16,515,419. Based on the fiscal year 1959 rate of obligation 
this should be more than adequate to finance disaster operations through June 
30, 1961, and no additional funds are requested. 

Mr. Tuomas. Give us at most a very brief treatment on this activity. 
This is one of the big duties which the Government has and it has to 
do with civilian disasters. 

A couple of years ago we appropriated $25 million and you used 
$8.3 million in 1959. 

You have a carryover of $16,500,000 for 1960 and 1961, and you do 
not think you will need a penny more for 1961. That summarizes it, 
does it not? 

Mr. Hoecu. We estimate in fiscal year 1960 there will be a demand 
for $8.3 million and in fiscal year 1961 we estimate $8.2 million. 

Mr. Tuomas. There will be $8 million left over and that is the 
reason you are not — for any more money ¢ 

Mr. Horeu. That is right, sir. 


DISASTER RELIEF FORMULA 


Mr. Tuomas. And you have worked out a formula with the Gov- 
ernors of the States. What is that formula, and when was it made 
with reference to the particular disaster assistance program ? 

Mr. Hoecu. It varies between States from $250,000 as a minimum 
up to $3 million for the more populated and wealthier States. 

Mr. Tuomas. Let me read the important part of this justification: 

At the request of the President, the Joint Federal-State Action Committee 
considered the problem of natural disaster relief for damage to public property. 
In their report, the Committee emphasizes the responsibility of State and local 
governments in natural disasters. It recousmended that Federal monetary as- 
sistance be extended for temporary repair or replacement of public facilities or 
restoration of essential public services only after there had been expended within 
the State, over and above normal operating expenditures, with a year’s time, @ 
sum equal to or greater than a minimum sum suggested by the Committee. 

What is the minimum suggested by the Committee? In other 
words, the Committee said to the States, “You had better go in there 
and repair your own damage.” Is that right? 

Mr. Horan. They do it to this extent: Instead of coming in for an 
unresonably low amount, we have said that the State and local gov- 
ernments have to meet the first requirements for an agreed amount. 
For instance, take Hawaii. It is $250,000; and New York is $8 
million. 

Mr. Tuomas. Summarize for us what your formula is based upon. 
Is it based upon the language which I have read into the record? 

Mr. Horeu. The formula is based upon 











lo 
it, 
id 
he 


V- 
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Mr. Tuomas. For instanee, here is X community in X and Y States. 
They have a serious disaster, and it cost them $5 million to replace 
their public property. This assistance has nothing to do with dam- 
age to private property. : 

Mr. Horen. You are correct, sir. 

Mr. Tuomas. They come in and say they want $5 million from the 
Federal Government. Under your formula, what do you do, and how 
much do you do? 

Mr. Horeu. If it were in New York, the State would have to show 
us conclusively that they had expended $3 million to alleviate this 
damage before we would even go in. 

Mr. Tuomas. What is that? Is it 60 percent? 

Mr. Hogan. It is a fixed figure based on the economic strength of 
the State, on population and per capita income. For instance, Hawaii 
is in the $250,000 bracket. If it had a disaster, the local government 
or the State of Hawaii must expend over $250,000 to alleviate the dam- 
age to be eligible for Federal assistance. Then if it had another 
disaster within 12 months it would again be eligible for Federal dis- 
aster assistance. 

Mr. Tuomas. Regardless of the State, do you make the State or the 
locality put up a minimum of $250,000 when the damage is in excess. 
of $250,000 ? 

Mr. Horcu. Yes, sir; that would be for the smaller States where 
the minimum of $250,000 applies. 

Mr. Tuomas. Do you havea varying scale for the wealthier States ? 

Mr. Hoxzcu. Yes, sir; it goes up as high as $3 million. Lowa is $1.5 
million. 

Mr. Tuomas. What is the total you will appropriate to any State? 

Mr. Horen. There is no restriction. We can go in and lend assist- 
ance in connection with damage to public property. We cannot give 
direct. assistance to the individual, other than to coordinate the work 
of Federal agencies which provide assistance under their own laws, 

The Red Cross helps the individual. 

Mr. Tuomas. This is another big example of that notorious budget 
known as the performance budget. No information whatever is set 
out init. That is the reason I am asking these questions. 

Mr. Horcu. We submitted to you and placed in the record last year 
this schedule of financial contributions or assumption of responsibil- 
ity. We would be happy to resubmit it to you if you wish. 

Mr. Tuomas. I would like to ask for a table to be prepared and in- 
serted into the record with reference to what you have done in 1959 
and 1960. Show the amount of total damage in each instance as well 
as the amount that the organization or the State or the county affected 
asked for in each instance and the amount actually given to them. 

Mr. Horen. Yes, sir; we have it. 

Mr. Tuomas. What was the total number of disasters we had in the 
first 6 months of the fiscal 1960 in which you made contributions ? 

Mr. Horeu. I believe I have that information. Not too many. 

Mr. Tuomas. What is the number, and then you insert it in your 
table later. 

Mr. Horcu. Between July 1 and December 31, 1959, four “major 
disaster” declarations were made, involving three States. 


51632—60——_72 
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MAJOR DISASTERS, 1959-60 


Mr. Tromas. Your table will give us a detailed breakdown ? 
Mr. Horeu. Yes, sir. 
(The table referred to follows :) 


Major natural disasters declared by the President, fiscal years 1959 and 1960 (selected 
jinancial data) 





oe 

















Estimated damage Federal funds | 
eee a. ‘os os 43 eS funds 
Disasters declared | certified 
ae Public | Requested Mi ade avail- used 
Total property by State | able by 
President 
genni ipeaeiabndoe ~_ ~— seal eal 
1959: | | | 
Iowa, July 5, 1958 (floods) __.......... $14, 750,000 | $8, 100,000 | $1,050, 000 | $775,000 (1) 
Kansas, Aug. 5, 1958 (floods) ___ _.__.-- 4, 483, 000 50, 000 0 0 (1) 
North Carolina, Oct. 1, 1958 (hurri- 

Caine). ....+. --------«} 19, 972, 465 2, 708, 275 1, 000, 000 950, 000 (!) 
Kansas, Nov. 6, 1958 (floods) ____- ; 902, 000 902, 000 202, 500 185, 000 (1) 
Pennsylvania, Jan. 23, 1959 (severe 

weather and floods)_.............-.-. 23, 000, 000 5, 000, 000 3, 000, 000 3, 000, 000 (1) 
Ohio, Jan. 23, 1959 (as above) ____.__.._/}104, 000, 000 | 31,823,035 | 2,500,000 | 2,500,000 (1) 
Indiana, Jan. 29, 1959 (as above)_____. 5, 132, 000 1, 550, 000 500, 000 500, 000 (1) 
Missouri, Feb. 10, 1959 (tornado) ___.___| 12, 000, 000 300, 000 36, 557 0 () 

1960: 
Oklahoma, July 8, 1959 (torrential | 

rains and floods) - .............---- a 357, 000 357, 000 357, 000 127, 500 (1) 
Texas, July 8, 1959 (floods). .-..__. | 6,855, 975 2, 500, 000 207, 130 174, 000 (1) 
Hawaii, Aug. 16, 1959 (hurricane) --_-. - 5, 777, 860 i ” 459, 360 210, 000 210, 000 $250, 000 
Oklahoma, Nov. 9, 1959 (floods) _.......| 9, 104, 116 2, 016, 292 1, 500, 000 400, 000 1, 000, 000 
Hawaii, Jan. 21, 1960 (earthquake and | | 

volcanic disturbance phe asst eee | 4 4, 500, 000 @) (3) 250, 000 

' ' 


1In accordance with new regulations, the State must, as a condition precedent, certify that a certain 
minimum amount has been spent for the current and all previous natural disasters within the 12-month 
period preceding a request. This requirement became effective July 1, 1959. 2 disasters (Oklahoma and 
Texas) “‘declared”’ early in July were not subject to this requirement because the disasters occurred prior to 
July 1. 

2 Not yet available. 

3 None to date. 


Note.—This tabulation does not include 9 fiscal year 1959 requests and 8 fiscal year 1960 requests submit- 
ted and later withdrawn or denied. The usual basis for withdrawal or denial was a determination that the 
amount of damage to public property, eligible for Federal assistance, was so slight that the State or com- 
munity could take care of it itself. 


Mr. Tuomas. Gentlemen, let us come back at 1:15 p.m. 


AFTERNOON SESSION 
Mr. Tuomas. Gentlemen, the committee will please come to order. 
SALARIES AND EXPENSES 
NONSALARY EXPENSES 


Let us take a look at your “Other objects” and then that will com- 
plete the record. 

Then other members of the committee will have some specific items 
about which they will want to ask. 

on well as I recall, you normally have about seven appropriating 
paragraphs, and you have only five this year. 

Do you have any place in your budget where you draw together in 
one composite table your “Other objects” under your four or five 
different appropriating paragraphs? 

Mr. Horeu. No, sir. 
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Mr. Tuomas. What I would like to do is to try to add them all up. 

Mr. Herrecrincer. We can do it, sir. 

Mr. Tuomas. You can, but I cannot. 

We shall insert page 15 of the justifications into the record at this 
point. 

(The page referred to follows :) 


Summary of obligations by object class 























Se eceet 
1959 actual | 1960 estimate | 1961 estimate 1961-1960 
| | | difference 
tattle hile iattiidiaan i alates | assdapeiiadetessiats fi satel 
ONG oie Chitin nwt dilin carhinnduduminiat clas 1, 571 1, 700 | SPSS Seintoaadicteecos 
rr Cte. ccvsnnieachnabeecenneink | $12,150,919 | $13, 431, 000 $13, 996, 000 ~ +-$565, ( 000 
neat nsinestiegn dh aed Sin 908, 147 989, 000 Sees Tr 
03 Transportation Oe A EAR RE AEE 199, 405 240, 000 193, 700 —46, 300 
04 Communication services. -.....--.-.-....-- 2, 121, 234 2, 439, 500 | 2, 920, 400 +480, 900 
05 Rents and utility services__.......-....---- 171, 114 175, 550 | 172, 300 | —3, 250 
06 Printing and reproduction----_..........-- 1, 375, 081 828, 160 | 1, 114, 800 +286, 640 
07 Other contractual services__................ 1, 068, 254 1, 309, 500 1, 981, 100 +671, 600 
Services performed by other agencies__. 638, 923 728, 475 706, 400 —22, 075 
08 Supplies and materials._..........-...-..-. 418, 871 350, 675 363, 200 +12, 525 
IDS 6.26 leanne uraidch: Sh ean emetetimp dieu 255, 293 331, 640 | 229, 800 —101, 840 
ll Grants, subsidies, and contributions. _____. 665, 379 1, 049, 350 1, 088, 900 +39, 550 
12 Pensions and insurance. -__...........-..-.. 37, 675 42, 200 45, 000 +2, 800 
a; eee GING GORGE. «ooo. ccncccusownsees | 3, 789 3, 100 3, 500 +400 
15 Taxes and assessments. ...................- 27, 185 23, 850 25, 100 +1, 250 
I ne 6, 000 | 6, 000 O00) niddscseunae 
Allocation accounts: | 
General Services Administration..........-. | 489, 142 | 235, 000 | 218, 000 —17,000 
Department of the Army__...._..........-- 1, 344, 541 | Oe TD sree ks —45, 000 
gg of Health, Education, and 742, 393 | 1, 057, 000 1, 696, 800 +639, 800 
Welfare. | | 
1959 program obligated in 1958__..._.....-.- —139, 832 Da nesiiedicstahasadh et al | catatindpelitedthesas 
Witt GEEMIIONS.. «.. .cdcncvesindaccdcescece 22, 483, 513 | 23, 285, 000 | 25,750,000 +2, 465, 000 


Mr. Tuomas. Let the record show that this is a summary of obliga- 
tions by “Other objects.” 

There will be five other tables besides this one in order to get the 
complete picture, and we would have to add them all up. 


TRAVEL 


What is your total travel bill? 

Mr. Horeu. $1 million. 

Mr. Tuomas. That is the limitation in the budget. 

Now, under “Salaries and expenses” here, you have $989,000, but 
you have four other appropriating paragraphs with “Other objects” 
in them. 

How do you justify $1 million for travel ? 

Mr. Hore. That was the limitation used i in the appropriation lan- 
guage of a year ago. The balance of $11,000 is included in the funds 
transferred to other agencies. 

Now, with reference to our business we, of course, have considerable 
travel throughout the country to States and to local governments. 

Mr. Tuomas. Is not some of it unnecessary, gentlemen ? 

Mr. Horan. No, sir. 


Mr. Tuomas. I am talking about with reference to a generalized 
statement. 


Mr. Horen. No, sir. 
—— 


I appreciate it. Here is what we had to 
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Mr. Tuomas. You had a conference in town last week. Where did 
your people come from, what was the purpose of it, what did it 
accomplish and what did it cost ? 

Mr. Horen. Last week we had the executive committees of the Na- 
tional Association of State Civil Defense Directors and of the U.S. 
Civil Defense Council consisting of State and local civil defense 
directors. 

Mr. Tuomas. What was the total number that converged on Wash- 
ington ? 

Mr. Horan. I would say that there were 28 people. 

Mr. Tuomas. Well, you mean all of them who were invited did not 
come? Were they from each one of the States, or were people from 
each of the States invited ? 

Mr. Horan. No, sir; they are the executive committee members. In 
other words, they are representative officers and regional chairmen 
at the State level and at the local government level. They came in 
and we outlined our projected programs in order to fill them in and 
get them indoctrinated. Also, we go over the status of present pro- 
grams to make sure that everyone is in accord and is carrying out the 
directives that we have put forth. 


AUTOMOBILES 


Mr. Tuomas. How many automobiles does the Agency have? 

Mr. Herrecrincer. We do not have any. 

Mr. Toomas. Do you rent all of your cars, or do you own any? 

Mr. Herrevrincer. We do not own any. We have 37 assigned 
vehicles from the General Services Administration. 

Mr. THomas. What is your annual rental on the 37? Do you take 
them by the year, day, month, or what ? 

Mr. Herrenrincer. We take them by the month, sir. 


EXPLANATION OF TRAVEL COSTS 


Mr. Horen. I might give you an example about this travel. 

For instance, I had to appear in Chicago at the National Home 
Builders Association. That was on Monday. Then I had to go to 
Wichita, Kans., the next noon, and the next day I was in San Fran- 
cisco, and the next day in Salt Lake City. The next day I was in 
Denver, Colo., and then I had to come back and catch up on my work 
on Saturday. 

Now, I did not travel with another person. I go on my own, and 
everyone of our staff people has to undergo that same kind of vigorous 
travel in order to build up capability, knowledge, and support. 


ALLOCATION OF TRAVEL COSTS 


Mr. Tuomas. How is your $1 million broken down between the 
Washington headquarters and your Battle Creek headquarters, and 
your 10 or 11 regional offices? 

Mr. Herre.rincer. We have it broken down by organization, sir, 
and not by geographical location. I can give you the breakdown by 
organization, and by the field establishments. 
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Mr. Tuomas. The field establishment gets one-third of my inquiry. 
How much is it? These are your regional offices. Do you have 10 
or 11? 

Mr. Horan. We have eight, sir. 

Mr. Herrevrincer. For the regional offices that figure is $358,000, 
and for other field activities we are requesting $45,000. 

Mr. Tuomas. For travel? 

Mr. Herre.rincer. Yes, sir; for 1961. 

Mr. Tomas. In addition to the automobiles which you hire? 

Mr. Herrevrincer. Yes, sir; the automobile hire is $61,600. 

Mr. Horen. That is for the total Agency. 

Mr. Tuomas. How many of the automobiles are assigned to your 
eight regional offices ? 

Mr. Horeu. Twenty-four are assigned to regional offices, sir. 

Mr. Tuomas. What is the total amount of dollars you pay to the 
General Services Administration for your automobiles? 

Mr. Herrecrincer. $61,600. 

Mr. Tuomas. Including your automobiles for your eight regional 
oie, travel runs in the neighborhood of $365,000 or $370,000; does 
it not ¢ 

Mr. Herre.rincer. Yes, sir; for the regions. 

Mr. Tuomas. What it is for the Washington office and for the Bat- 
tle Creek office? 

Mr. Herretrincer. The Battle Creek office has four automobiles, 
sir, and the national headquarters in Washington has five automobiles. 

Mr. Tuomas. How much travel is allocated to the Battle Creek 
office, and how much is allocated to the Washington office? 

Mr. Herre.rincer. Sir, we do not allocate the travel that way. We 
allocate it by organizational components. With reference to the travel 
which originates from Battle Creek or Washington, we do not have 
that type information. 

Mr. Tuomas. How much of it originates from the Washington office, 
and how much originates from your Battle Creek office ? 

Mr. Herrevrincer. I have it by organizational components, con- 
sidering their local annual rate, whether it is Battle Creek or Wash- 
ington. 

Mr. Tuomas. Insert it in the record at this point. 

Mr. Herretrincer. Very well, sir. 

(The information requested follows :) 


Summary of 02 travel—Salaries and expenses 





1959 1960 1961 
Washington, D.C., national headquarters_..._.........--...--- $241, 111 $275, 000 $275, 000 
Battle Creek, Mich., operational headquarters ............--- 333, 950 311. 000 311. 000 
i oe eeanieie i 575, 061 586, 000 586, 000 
Regions and other field activities _.............--.---.-------- 333, 086 403, 000 403, 000 
Allocation accounts: 
I RS littl 1, 770 10, 000 10, 000 
SD RR SUOE WEDD, BEUU WE |W. 3 3 ca ane nnn eseccecsccsncen 288 | 1, 000 1, 000 
er ee ee ees 910, 206 | 1, 000, 000 


1, 000, 000 





Mr. Tuomas. Your $1 million for travel is spent by the Washington 
office, the Battle Creek office, and your eight regional offices ? 
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Mr. Herren FINGER. Yes, sir; and some other field activities such as 
our instructor training centers. 


PRINTING 


Mr. Tuomas. I note that you have a tremendous printing bill, 
What is your total printing bill? The only way we can find it is by 
adding up the information on five different green sheets. 

Mr. “Herreirinc ER. Sir, except for : amounts spent by other agencies, 
the printing is all paid from our salaries and expenses account, and 
it is all on page 15 of the justifications. 

Mr. Hoerau. That amount is $1,114,800. 

Mr. Tuomas. I am looking at it. It jumped from $828,160 to 
$1,114,800, or an increase of $286,640. 

Mr. Horeu. Yes, sir. 

Mr. Tuomas. Why the sizable increase? 

Mr. Horcnu. Public information. We must get information out to 
people with documents that people underst: and and follow. We are 
going to spend $210,000 more than we did last year. On technical 
publications we are going to spend $50,000 more and on school training 
materials approximately the balance of that $286,640, or about $30,000 
more. 

I might point out that this is a good expenditure. We have the 
responsibility of informing people of the effect of these weapons and 
what they must do to protect themselves. 


COMMUNICATION SERVICES 


Mr. Tuomas. What about your “Communication services”? I note 
it goes up by the amount of $480,900. 

What is that for? 

Mr. Hore. $198,200 of this is for our contract with A.T. & T. 
where we want to use the bypassing lines. 

Mr. Tuomas. That is for all of ; your various communications lines. 

Is the “Salaries and expenses” appropriation charged for your 
warning system ? 

Mr. Horan. Yes, sir. 

Mr. Tuomas. What is your immediate telephone bill and Western 
Union bill for your headquarters in Washington, your headquarters 
in Battle Creek, and your eight regional offices ? 

Mr. Horen. May I finish this answer to your first question? 

The $198,200 was for bypassing and also for the full use. 

Second, $191,000 is for these additional 70 critical points which will 
receive simultaneous warning in case of an attack. An additional 
$45,000 out of that $480,900 is for radio backup. 

Mr. Tuomas. Here is a partial breakdown at the top of page 56 
of the justifications. 

First, is your national communications system No, 1 in the amount 
of $620,000? Next is your national eas system No. 2 
in the amount of $45,000? Then your national warning system is in 
the amount. of $1,420,000. 

The Washington warning system is in the amount of $100,000, be 
you have a total bill of $2,900,000 but you account for only $ 
million. 
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Do we have to pull that out of your five other appropriating para- 
graphs in order to get it? 

Mr. Horen. It is in other activities under the “Salaries and ex- 
pense’ ’ appropriation. 

Mr. Tuomas. Do you know how much it is? 

Mr. Herrevrincer. The total for 04, “Communications,” is $2,920,- 
400. “Warning and resopuer ancy ape 1s $2,265,000. 

Mr. Tuomas. Now, on page 15 of the justifications, you have your 
total communic ations bill set out. here including your printing and 
reproduction bill ? 

Mr. Herrecrincer. Yes, sir. 

Mr. Tuomas. That is a total of $2,920,400? 

Mr. Herrevrincer. Yes, sir. 

Mr. Tuomas. Break it down right quick. You have a part of it 
broken down on page 56, about $2.2 million of it. What about the 
other $700,000 ? 

Mr. Herrecrincer. Well, $204,300 is for communications services 
to the field establishment, and $451,100 is for the operation of normal 
telephone service for national and operational headquarters. 

Mr. Tuomas. May I ask at this point in the record if you will 
please break down your entire communications system inc ‘luding mail, 
telephone and telegraph services, between the three classifications for 
your eight regional offices, your Battle Creek office, and your Wash- 
ington he sadquarters ? 

Mr. Herrevrincer. Yes, sir. 

(The information requested follows :) 


Distribution of O4 communications services—Salaries and expenses 























1959 1960 1961 
Washington, D.C., national headquarters communications | 
SI. 5endlsncadtctnuankihkensd theyeeheshencedapiedbewed $108, 542 $120, 800 $133, 700 
Battle Cree ‘k, ‘Mich., oper: itional hes 1dquarters communica- 
tions serv ices _ 282, 738 | 302, 100 317, 400 
Regional offices and ‘other field activities communications 
I oni hs tein etsine seal denned aniieemeipannalbte Sule 155. 288 | 194, 800 204, 300 
| cigpidantdnatinses haat a’ 
teal 546, 568 | 617, 700 655, 400 
Nationwide communications se prvices: | 
National communications system No, 1_...........--...-- 315, 215 421, 800 620, 000 
National communications system No, 2...........--..----|------- i oe ieee 45, 000 
Oe Df RE ees Te ee ae ee ee 1, 136, 984 | 1, 229, 000 1, 420, 000 
Weather reporting services..............-. spiel thd 25, 371 | 35, 000 35, 000 
Test exercises ; = NE BS Na Bed ee | 24, 707 | 25, 000 45, 000 
Washington, D.C., warning system.....................- 72, 389 | 111, 000 100, 000 
ee a. tee ie ee ee oe ae ~--------| 2,121,234 | — 2, 439, 500 2, 920, 400 


Mr. Tuomas. That is for stamps, mail, Western Union, and tele- 
phone? 

Mr. Herrecrincer. Yes, sir. 

Mr. Tuomas. Your big money is in there for your official warning 
system, and otherwise? 

Mr. Herrecrincer. Yes, sir. 

Mr. Tuomas. You stated that $1,114,800 is for your printing re- 
gardless of bureaus or regardless of appropriating subheads; is that 
correct ? 

Mr. Herrevrincer. That is right, sir. 
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OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. All right; what about your “Other contractual sery- 
ices”? I note you go “from $1.3 million to $1.9 million. That is an 
increase of what? 

Mr. Horan. $635,000 is for the adult education program. That is 
under the allocation accounts. 

Mr. Tuomas. For what is the remainder? That ties in with your 
printing and binding bill ? 

Mr. Horcu. The remainder is—— 

Mr. Tuomas. Is this the crowd that produces the copy for your 
printing and binding? 

Mr. Herrevrincer. No, sir; that is under printing. 

Mr. Tuomas. Break down your other. 

Mr. Herrevtrincer. I do not understand the question, sir. 

Mr. Tuomas. Break down your other contractual services, which 
are in the amount of $1,981,100. 

Mr. Herrecrincer. $4,400 is for executive direction and_ policy 
planning; $15,300 for research and development; emergency plan- 
ning, $905,000, warning communications, $557,600; trainig and 
education in public affairs, $1,005,000; resources and production plan- 
ning, $11,100; field operations, $114,500; and management services and 
stockpile operations, $68,200; for a total of $1,981,100. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. What about your supplies and materials in the 
amount of $363,200? 

Mr. Herretrincer. Supplies and materials includes $2,000 for re- 
search ; $3,700 for emergency planning; $1,300 for warning communi- 
cations; $40,000 for training, education, and public affairs ; $5,000 for 
resources and production planning; $149,500 for field operations; 
$161,700 for management services and stockpile operations; for a total 
of $363,200. 

SERVICES PERFORMED BY OTHER AGENCIES 


Mr. Tuomas. For services performed by other agencies, last year 
it was $728,475, and this year you are requesting $706, 400. 

What agencies get that ‘ $706, 000? This is in addition to the $10 
million ? 

Mr. Horen. That is right. 

Mr. Tuomas. What is this for, who gets it, and what do they do? 

Mr. Herretrincer. There are security investigations, conducted for 
us by the Civil Service Commission. 

Mr. Tuomas. How much is that ? 

Mr. Herrevrincer. $156,400. 

Mr. Toomas. What is your turnover over there? 

Mr. Herretrincrr. The turnover is not the major part of this. 
The basic charge here is for the executive reservist investigations 
which we are handling. 

Mr. Tuomas. Does the BDSA attempt to do that? 

Mr. Horen. We pay only for the executive reservists who are con- 
cerned with our program. 
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Mr. THomas. Go ahead. 

Mr. Herretrincer. Construction changes and renovations, custo- 
dial services, contractual facilities, space operations, student quarters, 
stockpile maintenance, switchboard and guard service. 


STOCKPILE MAINTENANCE 


Mr. Tuomas. What is your stockpile maintenance item? 

Mr. Herrecrincer. $104,000. 

Mr. Tuomas. For what do you use that ? 

Mr. Herretrincer. This provides for transfer of functions to the 
Department of Health, Education, and Welfare to cover the scheduled 
expenses of operation and maintenance of the OCDM stockpile of 
medical supplies and equipment which consists of selected medical 
items. 

Mr. Tuomas. Between your various warehouses ? 

Mr. Herrecrincer. That is the maintenance of property cards and 
various transactions which take place between warehouses which are 
necessary to handle the prepositioning of hospitals. 

Mr. Tnonas. The Veterans’ Administration does part of that, does 
it not ? 

Mr. Herretrincer. The Veterans’ Administration handles the ac- 
tual prepackaging and unitizing. They do not handle the ship- 
ments, nor do they keep track of the overall property records. 

Mr. Tuomas. Who does the buying for you ? 

Mr. Herretrincer. The buying of medical supplies is done by the 
Armed Services Medical Procurement Agency. 

Mr. Tuomas. Not the Public Health Service, nor GSA ? 

Mr. Herretrincer. GSA handles the procurement of radiological 
defense instruments for us. Those are the only two major items of 
procurement, 

GRANTS AND SUBSIDIES 


Mr. Tuomas. What about your grants and subsidies and contribu- 
tions to the civil service retirement fund? Is that amout $1,088,900 
for 1961 ? 

Mr. Herrevrincer. That is right, sir. 

Mr. Tuomas. What about your health insurance program? Where 
is that ? 

Mr. Herrevrrincer. It is under 107. 

Mr. Tuomas. What is that item ? 

Mr. Herrecrincer. The retirement fund contribution is $788,900, 
and the student travel is $300,000, to make a total of $1,088,900. 

Mr. Tuomas. Well, for the record, I wish you would come up with 
one composite table on your other objects, showing the total, so we 
can draw it all together at one spot in the record, and we will try to 
figure out the justification for it. 

Mr. Herrevrtncer. Yes, sir. 

(The table requested follows :) 
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Civi. DEFENSE AND DeFensE MositizATIon FuncrioNs or OTHER 
FreperaLt AGENCIES 


Mr. Tuomas. Governor, do you have a statement which you want 
to make in reference to the contributions to other agencies of Govern- 
ment to the tune of $10 million ? 

Mr. Horau. Yes, sir. 


For 1961 we are requesting $10 million for civil and defense mobilization 
functions being carried on by other Federal agencies. 

This submission of a consolidated budget request for essential civil and de- 
fense mobilization functions follows the method of presentation adopted for 
fiscal year 1960. This approach complies with the preference expressed by sev- 
eral appropriation subcommittees in both Houses of Congress. It is in line 
with the policy contained in the basic Civil Defense Act concerning maximum 
use of knowledge, facilities, and technical skills of the various departments of the 
Government. It also conforms to the principles expressed by the President in 
submitting Reorganization Plan No. 1 of 1958 for clarifying and expanding the 
roles of other agencies in nonmilitary defense preparedness. 

These Federal programs are essential to achieving uniform progress toward 
total preparedness. The following quotattion from a special message of the 
President to the Senate last summer makes this point clear: 

“The nature of nuclear war places upon the American people the responsibil- 
ity for considerable action and sacrifice to insure their own security. This is 
clearly spelled out in the National Plan for Civil Defense and Defense Mobiliza- 
tion and the national shelter policy. But the American people have the right to 
expect of their Government intelligent and aggressive preparation to carry out 
its essential defense role to do those things which are beyond the capability of 
individuals.” 

The Federal Government departments and agencies, for which these funds are 
requested, are peculiarly competent to cope with the diverse problems that would 
come with nuclear war. The funds are needed to permit these specially com- 
petent agencies to contribute their experience, knowledge, and resources to the 
total effort required. 


These funds will enable the Federal Government to take a long stride toward 
mobilizing its total resources. 

And, I can add this: 

While we have this overall responsibility of coordinating the non- 
military defense functions of all these Federal agencies we do not 
have the personnel to implement their responsibility and put them 
into action. We do have the capability of working them out, coordi- 
nating them, and pushing the agencies into taking action. 

Mr. Osrerrac. Would the chairman yield there? 

Mr. Tuomas. Yes. 


NATIONAL FOOD PLAN 


Mr. Ostertac. Well, Governor, you are speaking in general terms. 
How specifically, for example, do some of these agencies develop and 
carry out this phase of the program ? 

Mr. Horan. Let me give you one example: The national food plan, 
which is an annex to the national plan. We work closely with the 
Department of Agriculture. With their experience and their know- 
how, they prepare the detailed national plan for the mobilization of 
all food resources at the national and State level. They prepare the 
plan and we coordinate it throughout the Federal Government to 
see that it does not do injustice to the total effort. We have to coordi- 
nate, with transportation agencies, the movement of these foods in 
case of an emergency. 
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Mr. Osrerrac. You door they do? 

Mr. Horeu. We would do the coordinating, and they prepare the 
detailed national plan pertaining to food. This plan to be integrated 
into the State governments and into the local governments within 
each respective department. 

Mr. Ostertac. Why do they need more financial assistance in order 
to do that? Will it not be a part and parcel of their very operation? 


DIRECTIVE FROM CONGRESS AS TO CENTRAL BUDGETING 


Mr. Horan. About 2 or 3 years ago we were called over here—Mr, 
Gray, then of ODM, I, as the Director of the Federal Civil Defense 
Administration and Mr. Brundage, the Director of the Bureau of 
the Budget—and we were instructed at that time by Congress to take 
out of each agency’s appropriation requests anything pertaining to 
defense mobilization and civil defense functions. So, after great 
labor, they were taken out. It was most difficult to get them out. 

Mr. Tuomas. They were not instructed that. they could not absorb it, 

Mr. Horeu. No, sir. 

Mr. Tuomas. They said, “Do not sent over a separate estimate”, 
meaning you absorb it. 

That is the real intent of it. 

Mr. Horen. Mr. Chairman, I was at that conference, and they told 
us to have these agencies determine how many personnel were per- 
forming functions like this, how much of their budgets were being 
used for this defense mobilization role in civil defense, and to take the 
requests out and put them all in one budget. It is in line with that 
directive that we prepared this type of a budget in order to comply 
with the will of the Congress. 

Therefore, I am confident that each dollar we have requested here 
is essential to carry on these normal civil defense and defense mobili- 
zation activities of the various departments of the Federal Govern- 
ment. 

Mr. Tuomas. Do you have any jurisdiction over the operations or is 
that under the jurisdiction of the departments themselves ? 

Mr. Horcu. We have influence in it from this standpoint: We want 
certain things obtained. We want certain objectives reached; and, 
therefore, we find it should go this way in order that we can have the 
overall capability. Let me give you an example: 


MOBILIZATION OF MANPOWER 


The Department of Labor has worked very closely with us and 
other agencies in developing manpower and the national man- 
power plan. That national manpower plan is just a plan. It has 
to be implemented. It has to be put into action, and it has to get down 
to the State and local governments. 

We do not have the personnel to do that. However, we assist, but 
the Department of Labor goes in and works with the department of 
labor of Illinois or New Y ork or whatever State it is so that they know 
what their total role is insofar as the mobilization of manpower is 
concerned. We cannot put a plan like that out until it has been coor: 
dinated throughout the Federal Government. In other words, the 
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Department of Defense has to have a crack at it, as has the Selective 
Service, the Civil Service Commission, and many other departments, 
go that we do not have confusion. It has to be a coordinated, planned 
effort by these agencies in order to go down and get implementation at 
the State and local level. 


RESEARCH AND DEVELOPMENT CONTRACTS 


Mr. Yates. To whom are your research and development contracts 
awarded. I note you are requesting a “Research and development” 
appropriation of $7.2 million this year, as opposed to $5,485,996 last 
year. 
~ Tell us how the $5.5 million was spent in 1960. 

Mr. Horen. $2.5 million of it is for prototype shelters. That was 
used, as I mentioned in my opening statement, to build different kinds 
of dual-purpose shelters throughout the country for example and 
guidance. Five hundred thousand dollars of it was used for making 
surveys of different areas to determine the adequacy of fallout pro- 
tection in existing structures; $1,100,000 was used as follows: 

Medical care in shelters, hospital basement shelters, vital air com- 
ponents, nee shelter design, dome shelter designs, ane? 
school shelters, food for shelters, internal shelter management, of- 
fice-apartment building shelter, shelter occupancy tests, research on 
filter systems, and research on radiological instruments for warning 
of individual citizens, such as a measuring device, a small, inexpensive 
unit, for an individual citizen. 

Mr. Yates. That is $4 million of the amount; is it not? 

Mr. Horcu. That was $1,113,000. 

Mr. Tuomas. You said $2.5 million, $500,000, and $1,100,000. 

Mr. Heoon. Yes, sir. Then on “Radiological defense,” $596,443. 

One of the big items there is the decontamination and reclamation 
and countermeasures research. Then we have “Operations research” 
of $183,290. 

Mr. Yates. Who does these various research jobs for you? 

Mr. Hore. Most of it is done either by other Goverment agencies 
that take the research up to a certain point but do not process it to the 
point where we can use it and where we need it, such as—— 

Mr. Yates. You mean $5.5 million went to other Government 
agencies / 

Mr. Horgau. No, sir; not all of it. 


ALLOCATION OF RESEARCH FUNDS 


Mr. Yates. How much of it went to other Government agencies ? 

Mr. Hogan. Since 1956, 42 percent of it has gone to other Federal 
agencies, 39 percent has gone to universities and colleges and non- 
profit research departments and 19 percent to commercial, profes- 
sional, and research centers. We determine, first, whether it can be 
done by another Federal agency. If it can be done, then we normally 
do it. 

The second step has been to use colleges and universities—their re- 
search and development departments. 
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Mr. Yares. Up to this point, according to the statement that ap- 
pears on page 190 of the justifications, the agency has received $28 
million for research. 

Mr. Horeu. Yes, sir. That included a $10 million expenditure for 
survival plans throughout the Nation and that has all been completed, 

Mr. Yares. When was this done? 

Mr. Horeu. I want to correct that figure. Instead of $10 million, 
it was $13 million. That was initiated “bac ‘+k in fiscal year 1956. 

Mr. Yates. Well, that took the whole appropriation in 1956; did it 
not ¢ 

Mr. Horen. No, sir; in each instance—— 

Mr. Yates. It was $13 million and you received $10 million. 

Mr. Horan. Well, in 1956 and 1957 I understand that funds were 
used out of both of those years. 


CONSTRUCTION OF PROTOTYPE SHELTERS 


Mr. Yares. How long have you been constructing prototype shel- 
ters? 

Mr. Horeu., We have a 2-year program for this fiscal year, 1960, and 
fiscal year 1961. 

Mr. Yates. Was there no research for this purpose prior to this 
year ¢ 

Mr. Horan. Yes, sir; there was considerable research in conjunction 
with AEC, and with the Department of Defense at the Nevada Test 
Center. 

Mr. Yates. What do you propose to use the $7 million for? 

Mr. Horeu. The $7,200,000 ? 

Mr. Yares. Is that again to be used for prototype shelters? 

Mr. Hoxrcn. $3 million of it will be used for prototypes and that is 
the final amount; $1.5 million of it will be used for the surveys of ex- 
isting facilities. That accounts for $4.5 million. Both, in my opinion, 
are needed, and sound expenditures. 

Next, $935,000 will be expended in additional research on shelters 
such as habitability studies, and the balance of approximately $1.7 
million is broken up into various other areas that must be carried on 
in addition to what is now being carried on by other departments of 
Government. 

Mr. Yares. What does a prototype shelter consist of, and how much 
does it cost ? 

Mr. Horeu. Well, we have, for instance, basement shelters which 
will vary in cost from $200 to $1,500. We have some aboveground 
shelters. That is particularly true in the southern parts of the coun- 
try. These are running in the neighborhood of $500 to $1,000 each. 

‘Mr. Yares. You can build an awful lot of those for $2.5 million. 

Mr. Horen. Oh, yes; but in addition to that and in order to get 
hospitals to provide fallout protection in their new structures, we 
have two hospital projects. For instance, in a $9 million hospital we 
are providing $400,000 in 1960 to strengthen the two lower floors so 
that it will have fallout protection. 

We are doing that at two different hospitals. Then, we have an 
underground garage which will accommodate a couple of thousand 
people. We do not pay for the entire cost of it but pay for that part 
which is needed to make it fallout proof. 
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SHELTERS IN SCHOOLS 


In addition to that, in 1960 we are working with three high schools, 
one in Oklahoma, at $65,000, another one in Chicago, for $100,000. 
What we do there is pay for only the additional amount which is 
required to convert a cafeteria into a falloutproof shelter. This gives 
them a shelter capability and sets an example. 

For example, the one in Oklahoma will be able to house 800 students 
with fallout protection for only $65,000. It is a good example of a 
fallout shelter. We are doing that at three different high schools 
throughout the country to give guidance andexample. Then, we have 
prepared architectural plans and designs and sent them out to many 
school boards in the United States, urging that they incorporate them 
in new schools. At Hartford, Conn., we went in for one shelter and 
now they are building three additional schools which will have fallout 
protection. We are not contributing a nickel to these three. They 
are being built merely because of our example. 

We have given acceleration to this kind of action. 

Now there are others. For instance, one in a museum in Milwau- 
kee, Wis., where the underground part will be converted to a fallout 
shelter. We have scattered these prototypes throughout the country 
asexamples. If we are given this additional $3 million we can com- 
plete the example program. 


EXPENDITURES FOR PROTOTYPE SHELTERS 


Mr. Yates. How much money have you spent for prototype 
shelters ¢ 

Mr. Hoecu. $2.5 million. 

Mr. Yates. That is what you spent last year. How much have you 
spent since 1956? 

Mr. Horenu. That is all we have ever spent, sir, other than for re- 
search purposes. 

Mr. Yates. Then, 1960 was the first year in which you undertook 
the construction of prototype shelters ? 

Mr. Horenu. Yes, sir; and we will finish it in 1961. 

Mr. Yates. Then you had a plan for $13 million in 1956 and 1957, 
and you have about $11 million then for other types of research dur- 
ing those 3 years? 

Mr. Horeu. Yes, sir. 


RESEARCH ON HUMAN BEHAVIOR UNDER STRESS 


Mr. Botanp. On page 207 of the justifications, under “Social and 
other,” you request $475,000 in this activity or in increase of $88,000 
over your request in fiscal 1960. 

In the first item, Human Behavior in Stress, Crises, and Extreme 
Situations, you have $60,000. 

Where does this go and to whom? 

Mr. Grratp GaLiacuer. This goes to the National Academy of 
Sciences, Mr. Congressman. 

Mr. Botanp. For what purpose? 

Mr. Geratp Gatiacuer. They have a group that they have had 
at work for, I think, 3 years. 
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Mr. Botanp. What, really, can they tell you? 
It says, “An important contribution has been made in maximizing 
adaptive human behavior in war.” 

r. Geratp GALLAGHER. They have observed very closely the reac- 
tions of people under stress, such as natural disasters, and they have 
studied wartime phenomena, too, in respect to human behavior. 

Mr. Botanp. It is pretty generally known what people do in time 
of disaster; is it not? There have been so many of them in the his- 
tory of the world, why do we have to spend any more money to find 
out what they do, whether or not they run, or what the particular 
human behavior factor is in a crisis of this kind ¢ 

This just seems to be a waste of money. ‘This is one of the things 
that people object to in civil defense. This seems to be a waste of 
money. It is only $60,000 in a $76 million budget, but it is still 
$60,000. 

HUMAN BEHAVIOR DURING NATURAL DISASTERS 


Mr. Horcu. Let me point out that this group sent a team to Canada 
when they had that mine disaster at Nova Scotia. They went up 
there and interviewed those people. They found out that people 
could survive with very, very little in the way of food and live just 
on water. They also learned about their reactions. 

Mr. Botanp. This was known long before they had that disaster. 
People have lived on bread and water for a long time. 

Mr. Horcu. Before these people walked out, Congressman, most 
people said “Every person in the cave now is dead.” Leading doc- 
tors and scientists thought that, and yet they found if they could 
have just a little water they were able to sustain life. I think that 
that was worth while from that point. 

Mr. Tuomas. The point Mr. Boland is raising is that that infor- 
mation has been known for thousands of years. 

Mr. Grratp Gatiacuer. The most important sentence in those two 
paragraphs, Mr. Congressman, I think, is the last one: “Gives assist- 
ance and advice to the Government in the formulation and conduct of 
research projects in this area.” 

This group of social scientists aids us m conjunction with the 
social science fraternity generally in identifying gaps in knowledge 
or uncertainties as to human behavior under nuclear attack condi- 
tions, and they have assisted us in the formulation and conduct of a 
number of research projects. 

Mr. Boxanp. Is not that information already available to you ina 
great number of countries on the continent? They must have this 
information. What is the necessity for studying this thing all the 
time? Isthisso, or am I wrong? 

Mr. Geratp GALLAGHER. It is not so, sir. 

Mr. Tuomas. You have had it for 3 years, though, already, and you 
want to carry it on now for the fourth year. 

Mr. Geratp GALLAGHER. This is a large and complicated subject 
and the social scientists are the first ones to tell you that. 

Mr. Tuomas. We are talking about the years in which you have 
carried it on. 

Mr. GreraLtp GALLAGHER. Yes, sir. 
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Mr. Ostertac. Will the gentleman yield ? 

Mr. Tuomas. Yes. 

Mr. Osrertac. Mr. Gallagher, if I recall correctly, the Defense 
Department has for some years past been conducting extensive research 
on human behavior and all of the related factors under stress and 
strain of not just the military but all kinds of emergency situations. 

Does not that tie in closely with this? Is there not a sort of dupli- 
cation, let us say, of effort ? 


EXCHANGE OF RESEARCH INFORMATION WITH DEFENSE DEPARTMENT 


Mr. Hore. No, sir; we exchange information with them. Some- 
times we participate in the financing of some of these research proj- 
ects in order to gain the information that we need to get and the 
same thing is true with them. 

We exchange information with them so that they can get the in- 
formation. 

The civilian reaction and conduct is different from that of a disci- 
plined military force. We would not undertake it if there was not a 
void in this area. There is a void, and we feel that additional in- 
formation is required, and we must do it. 

Let me give you an example: Living in shelters, a lot of people 
think, is a horrible thing. Well, there is only one way to find 
out, and that is put people in them and let them live there for 2 weeks. 

We had a family ‘idler a research contract with Princeton Univer- 
sity. A family of five people 





SHELTER HABITABILITY PROJECTS 


Mr. Greratp Gattacuer. Which, incidentally, this group set up—— 

Mr. Horen (continuing). A man, woman, and three children lived 
in this shelter for 2 weeks. 

Mr. Botanp. Did they set it up under this particular program that 
was given to them ¢ 

Mr. Greratp GAtLacuer. No, sir. The additional amount was quite 
small, but they planned this project, and this is the sort of thing they 
do for us. 

Mr. Horcu. We found out that there were some nuisance factors, 
but the lady came out and said it was fine. She said, “We were able 
to live well, but we had certain defects, and so forth.” We are trying 
to correct these defects. For instance, one of the most nauseating ones 
was the odor. So we now are developing a garbage disposal that will 
eliminate that odor. These are things that we should know and should 
take action on. 


ACTION ON RECOMMENDATIONS OF STOCKPILE ADVISORY COMMITTEE 


Mr. Yares. Governor, I want to ask you some questions now about 
your second role which relates to the Office of Defense Mobilization. 
On January 28, 1958, there was a report completed by the Special 
Stockpile Advisory Committee to the Honorable Gordon Gray, who 
was then the Director of the Office of Defense Mobilization, and it 
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contains certain recommendations with respect to the treatment of the 
stockpile. 

With respect to the treatment of the stockpile, on page 2 of the 
report it is stated : 

The committee recommends that in stockpiling, emphasis be shifted from raw 
materials to finished items and vital supplies for survival, relief, and rehabilita- 
tion. Energetic steps should be taken to make coordinated studies in this area 
and to initiate appropriate programs. 

Has the committee’s recommendation been followed out ? 

Mr. Horeu. Yes, sir. 

Mr. Yates. In what way ? 

Mr. Horcu. We have studied these essential survival] items includ- 
ing medica] supplies and food. 

{r. Yates. That is what you testified to in reference to the budget? 

Mr. Horcu. Yes; for instance, the national food plan, the mar- 
shaling of those im yortant resources. 

Secondly, in seiinents to medical supplies, HEW was delegated 
that authority. We worked closely with them and we probably ‘shall 
submit to you an additional report later as to what should be done to 
comply w ith that recommendation. We now have the report cover- 
ing medical requirements. 

Mr. Yates. You have what? 

Mr. Horan. The revised requirements insofar as medical supplies 
are concerned. 

Mr. Yates. Page 2 also contains some other recommendations of the 
committee, and it says this: 

The stockpiling of materials is still a major element of any preparedness pro- 
gram. Accordingly the committee makes the following recommendations: 

1. All stockpile planning should be revised to conform to the present policy 
which limits new procurement to meeting shortages for a 3-year emergency 
period. 

Mr. Horen. That is in effect. 

Mr. Yares (continuing reading) : 

2. A new method should be adopted for estimating emergency requirements 
based generally on industrial consumption pesraeae: adjusted for emergency 
conditions. Additional provision should be made for major military and atomic 
energy programs, as well as for new and increasing uses of high-temperature 
and other special-property materials. 

Mr. Horeu. That is being done currently. 

Mr. Yates (continuing reading) : 

3. The present methods of estimating reliable supplies for an emergency 
should be continued. 

Mr. Horcu. They are being continued. 

Mr. Yares (continuing reading) 

4. Two stockpile goals should be established for each material, and reviewed 
annually: (a) Minimum goals which would assume reasonable reliance on all 
accessible oversea sources; (0) greater security goals which would assume re- 
liance only on sources in the general North American area. 

Mr. Horen. Both of those are in effect. 

Mr. Yates (continuing reading) : 


Attainment of the minimum goals should be given priority. It should be 
noted that application of the greater security goals concept to perishable ma- 
terials would be an enlargement of present practices. 





ou 


st 


in 
je 


gC 





@ 


1€ 


cy 
cy 


cy 
ic 
ire 


Cy 


nia- 


1153 


Mr. Horeu. That is right. 

Mr. Yates (continuing reading) : 

5. When additional amounts of a material are no longer needed for national 
security, outstanding contracts for future delivery should if possible, be termi- 
nated by reasonable negotiated settlements. 

Mr. Horeu. That has been adopted by the Executive as a part of 
our overall policy. For instance, if I may go off the record. 

Mr. Yates. May I ask why you want to go off the record? 

Mr. Horeu. I think it is classified. 

Mr Yates. One of the recommendations in this report is that much 
stockpile information need not be classified in order to let the public 
know what is going on. You do not agree with that recommendation ? 

Mr. Hoecu. We have agreed in this way: We will give information 
in regard to certain stockpile items where we have reached our ob- 
jective and where it will not aid and abet the enemy, but when we are 
critically short we do not give out that information. Now if I may 

o off the record. 

Mr. Yates. Off the record. 

(Discussion off the record :) 


DECLASSIFICATION OF STOCKPILE INFORMATION 
Mr. Yates. On page 135 of the same report the following appears: 


DECLASSIFICATION OF STOCKPILE INFORMATION 


In previous years, when achievement of stockpile goals was far from com- 
plete, there were two principal reasons for classifying activities in this area: 
(1) To keep foreign powers from discovering and exploiting specific weaknesses 
in the materials field; and (2) to protect the Government’s negotiating position 
in purchasing large quantities of materials. At the present time stockpile goals 
for most materials have been achieved. 

The committee recommends declassification, except for special cases such as: 
(1) When requirements might be expected to rise sharply, (2) when classified 
information about military or atomic energy programs might be disclosed, (3) 
when disclosure of shortages of materials supplied from vulnerable foreign 
sources might encourage hostile acts, (4) when necessary to protect the Gov- 
ernment’s procurement negotiating position. Declassification should cover 
stockpile goals, and the quantities on hand and under contract and the infor- 
mation made public. 


Has OCDM accepted that recommendation ? 

Mr. Horcu. We have not gone the whole way on that; no. sir. We 
have, however, given out more information than we did when this 
report was written. 

Mr. Tuomas. Mr. Yates, will you yield ? 

Mr. Yares. Yes. 


DISPOSITION OF SURPLUS STOCKPILE ITEMS 


Mr. Tuomas. You have at least $2 billion of surplus material over 
there. Have you done anything about disposing of it? 

Mr. Horan. Yes, sir. 

Mr. Tuomas. How much has been disposed of in the last 12 months? 

You got rid of some rubber, did you not ? 

Mr. Horcu. We got rid of approximately 30,000 tons of rubber. 

Mr. Tuomas. What is vour directive to General Services on the dis- 
position of that material 
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Mr. Horeu. As I said in my opening statement this morning, an 
stockpile item that is not needed for the mobilization base of this 
country or for the defense of this country may be disposed of as lon 
as (1) it does not jeopardize or damage the market of that item; (2) 
that it does not interfere with the international relations of this Goy- 
ernment; and (3) we must confer with and consult with industry and 
with the appropriate congressional committees. ‘ 

Mr. Tuomas. Of course when it gets in the strategic stockpiles, ¢on- 
versations with anybody do not do any good. You have to come to 
Congress. 


CONGRESSIONAL APPROVAL REQUIRED FOR DISPOSITION 


Mr. Horen. When you give us congressional approval we can dis- 
pose of it. But before disposing of many items we do not have to 
go to the Congress for approval. We dispose of it if it does not do 
violence to the general principles under which we operate. 

Mr. Osterrac. But it does not come under strategic materials? 

Mr. Yates. They are inthe DPA stockpile. 

Have you made recommendations to Congress for legislation that 
would enable you to get rid of strategic stockpile material that is 
surplus? 

Mr. Horan. Yes. I think we have pending before the Congress for 
their action two or three items that have not been acted upon. 


DISPOSITION OF RUBBER 


Mr. Herrerrincer. This includes rubber. 

Mr. Horen. Yes. For instance, we may appear before a com- 
mittee this afternoon or tomorrow in connection with rubber. We 
have perfected a plan for disposing of 450,000 tons of excess rubber 
which we have. Now, we want the Congress to approve that. We 
will appear before a committee tomorrow to get this approval. We 
have the plan and now we are in a position to dispose of the excess 
rubber, and industry is willing that we do so as long as we do it on 
a sound basis of approximately 50,000 tons a year. 

Mr. Yares. In the hearings on the supplemental appropriation bill 
for 1960, following page 152, is a series of tables headed “Summary 
of Government exposure, cash outlay, under DP Act and national 
stockpile active raw material contracts.” 

Are these the total exposure of the Government under those con- 
tracts? 


DISPOSITION OF COCONUT OIL 


Mr. Hoecn. If that was prepared by GSA it should be an accurate 
statement as of that date. We look at it and examine it but GSA 
does prepare and present it. For instance, we are in the process of 
disposing of coconut oil. We do not need coconut oil any more. We 
have 265 million pounds of it. 

Mr. Boranp. You are doing that without legislation ? 

Mr. Horen. The 6-month period expired on that and we are now 
clisposing of it and we have a favorable market on it today. 

Mr. Yates. On coconut oil ? 
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Mr. Horan. Yes, and on rubber, too. 

Mr. Yares. You do have a congressional mandate not to dump it? 

Mr. Horeu. Yes, and we will not dump it. 

Mr. Yates. That is one of your problems ? 

Mr. Horeu. Yes. You people want to push us, and we go before 
other people who tell us to wait and not go so fast. But I think 
under our present policy we have a sound approach. 

Mr. Yates. So you can say you are carrying out the recommenda- 
tions of the Special Stockpile Advisory Committee to the Office of 
Defense Mobilization ? 

Mr. Horen. Yes, sir. May I make one exception, on the declassi- 
fication ¢ 

Mr. Yates. With reference to the recommendation on declassifica- 
tion in the report, you still do not think their recommendation on 
declassification should be followed ? 

Mr. Horen. We have not gone as far as they have gone on declassi- 
fication ¢ 

Mr. Tuomas. Mr. Boland. 


INCREASES IN 1961 


Mr. Botanp. The increases for 1961 total $23,465,000, which ac- 
tually comprises just three items: Federal contributions under Public 
Law 85-606; $10 million for civil defense and defense mobilization 
functions of Federal agencies; plus $4,450,000 for emergency supplies 
and equipment. 

Mr. Hore. No. May I put it this way. The increases over 1960 
are accounted for by these items: $12 million for personnel and ad- 
ministrative matching funds under Public Law 85-606, $500,000 for 
chemical and biological defense equipment, $3,680,000 increase for 
radiological instruments, $3,750,000 increase for the delegate Federal 
agencies, $500,000 increase for communications and radio, $1 million 
increase for surveys of existing facilities under our shelter program, 
$500,000 for prototype shelters, $665,000 increase for adult education, 
public information and education, $391,000 increase for the warning 
system including these additional points to receive information and 
also for the NEAR system. 

That accounts for the $23 million increase over last year plus the 
$565,000 general increase in personnel expense, not for additional per- 
sonnel but for other correlated items such as normal promotions and 
pensions. 

PERSON NEL 


Mr. Boranp. The number of positions remain the same as last 
year, 1,700? 

Mr. Horen. Yes. 

Mr. Botanp. If Congress saw fit to implement Public Law 85-606 
for contributions to salaries and expenses to the States, this would not 
mean any change in the personnel for OCDM ? 

Mr. Horan. No. 

Mr. Boranp. That is interesting. I do not see how you could carry 
out that program and see whether or not they are living up to their 
obligations with the same personnel. 
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Mr. Horcu. The Department of Health, Education, and Welfare 
has the responsibility for the merit system and OCDM would absorb 
any additional requirements in 1961. 

Mr. Boranp. But they certainly would want some additional per- 
sonnel to do the job, because it would require an additional effort or a 
greater effort than now expended with the personnel they have, 

Mr. Horeu. No, sir; I don’t think so. 


APPROPRIATION HISTORY 


Mr. Botanp. That is an interesting table you have on page 2, the 
appropriation history from fiscal year 1951 through fiscal year 1960, 
The subtotal is $553,873,550. I think another column would also be 
reflective of what Congress has done. The total request made was 
$2,267,787,000, and the actual reduction amounts to $1,713,913,450, 
So you can readily understand why this committee looks with care on 
a budget such as this, although I must say this budget was prepared 
rather well and takes care of the essential needs of the Nation. 

Mr. Horcu. I want to very quickly add this is what I call an 
austere budget. 

Before I present a budget to the Bureau of the Budget I first go 
over it with a red pencil. When I come up with a budget, I feel it is 
one that can be sustained and one that will do the job it should do. 

Mr. Bouanp. In the face of the history of budget requests that 
have come before this committee, that is a good statement. It cer- 
tainly has not been so in the past, not when Congress itself can 
reduce the budget sent by the President by over $1.5 billion in the 
past 10 years. If we had given them more money they probably 
could have spent it, not only OCDM but other agencies too. 

That is all. Thank you. 

Mr. Tuomas. Mr. Ostertag. 

Mr. Osrertac. Governor, it has been a very interesting presenta- 
tion that you have made. It reflects to a certain extent considerable 
progress recognizing, as we do, the basic policy with regard to civil 
defense and defense mobilization. 

Is there any place in this picture where civil defense as such and 
defense mobilization as such are separated one from the other? 


DEFENSE MOBILIZATION AND CIVIL DEFENSE COORDINATED 


Mr. Horeu. No. They are thoroughly correlated and should be, 
There is no doubt when you see this breakdown for resources and 
production. In the past it has been a defense mobilization function, 
but it is very vital to the whole recovery and nonmilitary program. 
We have tried to make this one agency, eliminating all the duplica- 
tion that had been existing prior to the merger. 

Mr. Osrerrac. But the point remains there are functions within 
the agency that have within recent years been absorbed and made 
a part of your overall package, particularly that with which the 


Office of Defense Mobilization was concerned and responsible for. 
Mr. Hore. Yes. 
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DISASTER RELIEF RESPONSIBILITIES 


Mr. Ostertrac. In addition to that you have the added responsi- 
bility of administering disaster relief? 

Mr. Hoecu. Yes. 

Mr. Ostertaa. Disaster relief is not budgeted here, as I understand 
it, in your overall budget ? 

Mr. Horcu. That is correct. We did make an accounting to you 
as to what funds were estimated to be on hand for fiscal year 1960 
and estimated for fiscal year 1961. These are funds that had been 
appropriated by the Congress for natural disasters. 

Mr. Ostrertac. You are not requesting any funds this year for 
disaster relief? 

Mr. Hoecu. No, sir. 

Mr. Osrertaac. What is your overall balance? 

Mr. Hore. The overall balance is $16,515,419. 

Mr. Tuomas, At the beginning of fiscal year 1960? 

Mr. Hore. Yes. $16,515,419 was on hand July 1, 1959. 

Mr. Ostertac. And what do you estimate it will be at the beginning 
of fiscal year 1961? 

Mr. Horen. About $8.2 million. 


NATIONAL EFFORT IN CIVIL DEFENSE AND DEFENSE MOBILIZATION 


Mr. OsrerraG. Recognizing that basically civil defense and/or de- 
fense mobilization is a voluntary program of coordination and co- 
operation between the local, State, and Federal Governments, and 
that a large percentage of the people participating are doing so on a 
voluntary basis, have you seen and can you reflect any substantial 
change in the picture of defense mobilization in the country as a 
whole? Have you any estimate as to how many people in the country 
as a whole are actually engaged in one way or another in this 
program ? 

Mr. Hoecu. First of all, in civil defense it is necessary that you 
strengthen the Government’s role. (Government must be able to serve 
people not only in normal times, but in case of a natural or man-made 
disaster. ‘That is a solid principle. Under your laws and under the 
policy of the Federal Government the responsibility for civil defense 
and defense mobilization rests in governments; Federal, State, and 
local. I would say the ability to perform those functions on the Fed- 
eral level has been improved in the last 2 years. 

Mr. Osrertag. On the Federal level ? 

Mr. Horan. Yes. We have people trained that know what has to 
be done and they are doing it. In addition, we have good communi- 
cations. 

Mr. Ostrertac. Everybody working in this program on the Federal 
level is in a paid capacity ? 

Mr. Horen. That is true. 

Mr. Osrerrac. I was trying to draw a picture of voluntary 
participation. 

Mr. Horeu. I am coming to that. 

The States have made some real progress in the past 2 years. Let 
me give you an example. 
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CONTINUITY OF GOVERNMENT 


We have a continuity of Government program introduced about 
2 years ago. In the meetings of the legislatures in 1959, 34 States 
adopted legislation to strengthen the State government’s role. At the 
local government level they have made real progress, but not enough, 
and I say unless we can get Federal funds to help them at. the local 
level and at the State level, civil defense can never become a sound, 
effective program. It has to have an adequate staff. With reference 
to people, through our system of education more people today are 
informed as to the effects of these weapons and what action must, be 
taken than ever before. Thousands of shelters are being built by 
people who recognize the danger. They know they have a part to 
perform that will not be performed for them. It takes individual 
action. 

I think we have made good progress, but not enough, in my opinion. 
The only way you can make sufficient progress is to grant the whole 


amount I have requested so that we can strengthen the capability at 
the State and loca] level. 


STATE AND LOCAL PERSONNEL AND ADMINISTRATIVE EXPENSES 


Mr. Ostertac. You are addressing yourself particularly to the Fed- 
eral contribution item of $22 million, which is an increase of $12 mil- 
lion ? 

Mr. Horen. That is right. 

Mr. Ostertac. And the $12 million is earmarked for personnel? 

Mr. Hore. Personnel and administrative expense at the State and 
local level. 

VOLUNTARY PARTICIPATION 


Mr. Ostertac. I wonder if you can give me a little better picture of 
voluntary participation. I am not talking about somebody who hap- 
pens to build a shelter for himself, but organizationwise and localwise 
how does the picture look today as compared to what it was? 

Do you have greater numbers of participants locally or is that 
diminishing ? 

Mr. Horeu. You are talking about the volunteers? I want to point 
out, Congressman, that civil defense is not built on the volunteer but 
is built within government. Let me take a normal city. You havea 
police department; you have a fire department; you have a medical 
or health department; and you have other services. The police de- 
partment is augmented by the volunteer. The fire department is aug- 
mented by the volunteer. The capability must be in that existing 
government agency, but it must be augmented by the dedicated citizen 
that is willing to render the service. 

I would say throughout the country we must have 4 or 5 million 
dedicated citizens that volunteer services to augment the government 
services, but they are not separate and distinct. They are not con- 
flicting with each other. They are built within the government 
structure. 

Mr. Osrerrac. That is what I was getting at. For example, in 
my territory, particularly in Rochester, N.Y., just recently the civil 
defense organization there actively participated in a flood and high 
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water emergency. They do that regularly. We feel the civil defense 
organization can and does do a good job in the cases of emergency in 
matters pertaining to disasters and situations of that kind. 


SALARIES AND EXPENSES 


In connection with your budget, I notice that salaries and expenses 
for your overall organization has been reduced by $3,785,000. 

Mr. Horen. That is incorrect, sir. It does appear that way, but 
the reason that it appears that way is that last year we carried the 
delegate agency appropriation in with salaries and expenses. If that 
$6,250,000 had been taken off this $29 million figure, 1961 actually 
would show $23,285,000. We have requested $25,750,000. 

I think we have explained some of the communications increases 
and that there is no additional personnel for OCDM. 

So actually, if that is taken off there would have been an increase 
of $2.4 million. 

Mr. Osrertac. The chairman attempted to get a clear-cut picture 
as between your Washington operation and your Battle Creek, Mich. 
operation. I do not believe it has been made very clear as to the dif- 
ference in function, or rather the need for such organizations on both 
levels. 

Could you clear that up a little bit, Governor ? 


COORDINATION OF BATTLE CREEK AND WASHINGTON OPERATIONS 


Mr. Horexu. Yes. I want to assure you the two offices are one. 

We were an agency, as you know, that was requested to be dis- 

rsed, and therefore most of the personnel went to Battle Creek, 

ich. That was about 5 years ago. Since being given these addi- 
tional roles and additional responsibilities, and particularly in view 
of the fact I have to be here for Security Council meetings and Cabi- 
net meetings twice a week, and many of my staff have to coordinate 
activities with other Federal agencies, it is important that we have 
some of our personnel in Washington. I think, and I believe sin- 
cerely, that it is a wise policy for us to have a capability located at 
Battle Creek, Mich. While they are located separately, they are one. 
I think other departments could take a lesson from it, because if there 
ever should be an atomic attack Washington probably would be a 
target. I think it is a sound premise, and there is no duplication 
because they are located separately. 

Mr. OsrertaG. You have research in both headquarters. 

Mr. Horeu. Most of our research people are located in Battle Creek, 
Mich. 

Mr. Osrertac. You are directing local programs from both centers? 

Mr. Horcu. Most of the local government action is out of Battle 
Creek, Mich.; most of the Federal activity is located in Washington. 

Mr. Osrerrac. There appears on the surface to be at least some 
duplication or similar purposes or objectives. I am not quarreling 
about it. Iam merely trying to have you tell us what you do at Battle 
Creek that you do not do in Washington, or what you do in Washing- 
ton that you do not do in Battle Creek. 

Mr. Horeu. It is one family; it is one organization. 
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Mr. Osrerrac. In other words, it should be packaged so far as the 
picture is concerned ? 

Mr. Horcn. It is one complete package. You can be 20 blocks 
apart, as some departments are, or 600 miles apart. 


FEDERAL CONTRIBUTIONS FOR STATE AND LOCAL PERSONNEL 


Mr. Osrerrac. I would like to return just for a moment to your 
Federal contributions, and, more particularly, the controversial ques- 
tion of Federal contributions for personnel. This is not a new item 
and, as has been said, it is in accordance with civil defense law enacted 
in 1958. Is that correct? 

Mr. Horen. Yes, sir; Public Law 85-606, enacted in August 1958. 

Mr. Osrerrac. I am sure that you feel strongly as to the need for it, 
but I would like to have you justify it in aclear-cut fashion as to what 
it will do; if there is some fear of building up a political machine or if 
there is some fear it is a duplication or a taking over on the Federal 
Government’s part of responsibility for salaries and so forth that have 
heretofore or should properly be assumed on the State and loca] levels, 


REASONS FOR IMPLEMENTING PUBLIC LAW 85-606 


What does this do that it is not possible to do now, and what is the 
real crux of the justification for it? 

Mr. Horeu. No. 1, we must recognize civil defense and defense mo- 
bilization are a part of the total defense. 

No, 2, it is a recognized principle of the Federal Government and of 
this Nation that military defense is the responsibility of the Federal 
Government. 

No. 3, the executive department of the Government, joined by the 
Congress, the leaders of State, and local governments, have stated that 
civil defense and de fense mobilization is a joint responsibility of the 
three gove ‘al, State, and local. The State and local 

governments should not be required to financs the civil defense staff 
and administrative expense wholly, but rather the Federai Govern- 
ment should contribute on a 50-50 basis to it and carry out their share 
of this effort. 

No. 4, we have recognized and other countries have recognized that 
for the most economical and effective civil defense and defense mobili- 
zation program, the program should be built within government. 
Once in a while a foreign government will try another method, such 
as turning it over to the military, and quic kly, instead of 1,700 per- 
sonnel as provided here, their organization would consist of 40,000 


people to carry out the program, and this is in a smaller country than 
ours. 





The capabilities and resources of all governments must be mobilized 
toward this emergency action. It would take innumerable personnel 
and millions and millions of dollars. I would say a budget of one- 
half billion dollars a year, if the Federal Government went in and 
tried to do this as a Federal program. 

Mr. Osrertac. Let me ask at this point: Would this mean a larger 
organization or would it mean the Federal Government is assuming 
50 percent of the cost of existing personnel ? 
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Mr. Horen. It would mean the Federal Government is assuming 
50 percent of the personnel and administrative expense at the State 
and local level to strengthen their capability. It would increase the 
number of personnel in the State mtinaal organizations. 

Mr. Osrertac. What do you mean by that? 

Mr. Horcu. About 2,200 State and local staff members would be 
added. That would mean approximately 8,500 State and local person- 
nel that we would have available to marshal, mobilize, train, direct, 
and coordinate. That is the most economical way of doing it, rather 
than having a large Federal bureaucracy go in and try to do it. 


PRESIDENT ADVOCATES FEDERAL MATCHING OF STATE AND LOCAL COSTS 


Mr. Ostertac. Do you have a pattern of grades and duties and re- 
sponsibilities, or would that be entirely a local prerogative? 

Mr. Hrocu. We would have, of course, a merit system plan that 
would be put into effect, and that would be applicable to each State 
and local government. I point out that I see Gaver and mayors; 
I talk to them; I confer with them in conventions and in conferences. 
And they all say to me, “What is wrong with you? Why can you not 

t the Federal Government to help support a part of the total de- 
tae of this Nation ?” 

They blame me and I am willing to accept it because I am charged 
with the responsibility of selling it to the Congress. The President 
of the United States is the strongest advocate of this program for 
the reasons I have pointed out. You can speak to military and gov- 
ernment leaders and they will likewise advocate this as the most 
economical and effective way of building this program. 

Mr. Jonas. Will the gentleman yield ? 

Mr, Osrertaa. Yes. 

Mr. Jonas. The ones who have been writing me have not been blam- 
mE FO 

Mr. Horeu. Some look me in the eye and blame me. 

I want to point out I made a mistake. That would be a 4,651 total 
staff and not 8,500. 

Mr. Osrertac. 4,600 people in what ? 

Mr. Horcu. State and local governments, an average of 114 to a 
county to coordinate all these State and local government services 
and agencies. What good is a fire or police department unless it is 
coordinated in a total plan? The mayor cannot do it himself; he has 
to have a competent, well-coordinated staff. 


INCREASE IN STATE AND LOCAL PERSONNEL 


Mr. Osrertrac. I perhaps have not been able to follow you as to 
what this will do that is not already being done or what effect it will 
have, numerically or otherwise, on the civil defense pattern through- 
out the count ry. 

Do I understand correctly that if and when the Federal Govern- 
ment appropriates funds in the amount that is requested, there would 
be a paid personnel throughout the country other than on the Fed- 
eral level of approximately 4,600 people ? 

Mr. Horen. Yes. 





1162 


Mr. Osrerrac. What do you have today by way of organization 
other than Federal ? 

Mr. Horecu. Approximately 2,400. 

Mr. OsrTerrac. in other words, it would double the total number of 
civil defense employees and officials throughout the country ? 

Mr. Horen. Yes. 

Mr. Osrerrac. And the total or end result would be approximately 
4,600 ? 

Mr. Hoxen. That is right. 

Mr. Osrerrac. That is what I wanted to get clear. 

Mr. Horeu. And in return for that you would have a coordinated 
national program. In addition to that you have the full use and 
access to 5 million State and local government personnel that are 
marshaled and coordinated by that staff, and all the resources and 
facilities of State and local government. 

Take, for example, some of the research programs. They are plans 
until they are converted into action at the State and local levels. The 
cannot do it with the size of staff they now have. They must be 
strengthened to carry on the responsibility set forth in the law. 

Mr. Jonas. How will you keep control over these local employees? 


All you do is give a State a certain grant of money. 
Mr. Horan. Yes. 


STATE AND LOCAL COORDINATION THROUGH NATIONAL PLAN 


Mr. Jonas. The State and local communities will hire the people and 
they will fire them. If you have a disaster or an emergency, how 
can you be sure that the whole ladder from the local community 
through the cities, counties, States, to the national effort will be 
coordinated ? 

Mr. Horen. Through the national plan. In the States they have 
plans that conform with it. They would have to execute and be pre- 
pared to execute their assigned roles as designated by the national 
plan, and the local governments would have to do the same. It is the 
only way that you can get that national coordinated action. 


FEDERAL AGENCY ASSIGNMENTS 


Mr. Ostertac. Turning once more to the question of Federal 
agencies, I cannot help but agree the money should be earmarked, 
and be actually where it can be seen, with regard to all Federal ex- 
penses, with regard to defense mobilization functions. But the ques- 
tion arises whether or not you are completely satisfied that money 
which is allocated to Federal agencies is not a grant or a subsidy to 
that agency for doing what they might well be doing automatically 
anyhow. In other words, take, for example, the Department of 
Agriculture. They do a certain amount of research; they make stud- 
ies; they make plans; they make programs. Where is there some- 
thing over and above what they are doing that requires a civil defense 
application which would not be available unless this money was ac- 
tually allocated to them? I do not think it has been made quite clear 
and I am trying to help you justify what you really need and want. 
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Mr. Horex. Of course, I think that we must first remember that 
this was carried on by the Federal departments 3 years ago. They had 
certain items in their budgets that provided funds to pay for certain 
services that were rendered. It included the expenses and salaries of 
certain individuals that were carrying on the civil defense and de- 
fense mobilization activities in that agency. Then, when we were re- 

uested to consolidate the requirements, the departments were re- 
quested to pull them out of their budgets. They mar have had over a 
hundred people doing a small percent of their work in civil defense 
and defense mobilization; so, they might come up with a figure of 10 
people in that instance. This has now come down for us to present to 
you a combined figure for all of these services. The services were pre- 
viously rendered, but it had to be pinpointed. It has been pinpointed, 
and now we present it in one group. 

Take BDSA. It has rendered a function in Government for years 
marshaling resources and the productivity of industry. That is vital. 
Most of it is for an emergency operation. Yet, we had to pull that 
out of their budget and present it through this combined appropria- 
tion. 

Mr. Yates. Has their budget been reduced by these specific items? 

Mr. Horen. Yes, and each department has been reduced by that 
much. 

Mr. Jonas. For example, what would the Small Business Admin- 
istration do? 

Mr. Horcn. Let me be very frank with you. I depend upon these 
agencies to sustain their respective roles. I did not take the time to 
become thoroughly familiar with them. 

Mr. Jonas. We are somewhat responsible. We told you not to bring 
them in there today, but I thought you might know. . 

Mr. Horeu. What page is that on ? 

Mr. Jonas. The green sheet, page 211. You have $50,000 in there 
for the Small Business Administration. I was speculating over what 
they could be doing in the way of civil defense. 

Mr. Horcu. May I offer for the record a statement as to what the 
Small Business Administration would do for civil defense as well as 
statements of each of these delegate agencies? 

Mr. Tomas. Yes: we shall insert them at this point. 

(The statements follow :) 


STATEMENT OF SMALL BUSINESS ADMINISTRATION 


The Small Business Administration has the responsibility for developing plans 
for adapting its existing programs to emergency conditions. Included are emer- 
gency plans relating to financing, procurement and production problems of small 
businesses. Plans would also be developed for awarding prime contracts by 
SBA and the simultaneous subcontracting portions of the prime contracts to 
capable small concerns. 

SBA also has responsibility for developing plans to stimulate preparedness 
by small business concerns in reducing vulnerability to enemy attack and for 
emergency survival and recovery measures required to provide essential produc- 
tion, distribution, and services. This includes preparations for the preservation 
and continued operation of small business facilities in order to (a) minimize 
the effects of overt and covert attack; (b) insure continuity of the productive 
capacity of small businesses; and (c) serve essential users in an emergency. 
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STATEMENT OF DwiGcHTt W. MEYER, DrrecTor, Foop AND MATERIALS REQUIREMENTS 
Division, CoMMOoDITY STABILIZATION SERVICE, BEFORE THE HOUSE Supcom- 
MITTEE ON APPROPRIATIONS FOR INDEPENDENT OFFICES 


Mr. Chairman, there are several items in the budget estimate under cop- 
sideration which are of concern to the Department of Agriculture. These items 
total $500,000 for fiscal year 1961, compared with amounts actually available 
in the fiscal year 1960 of $240,000. The comparison of the 1960-61 estimates ig 
as follows: 











1960 1961 

ee ees ed  euceennesconmeonsesennone= $120, 000 $75, 000 

ee ND I i ww indice deamannmnendiinwacscéineounewsibueuia 155, 000 

aed ceesesidusepehibeeipaiemninmanaanainnel 80, 000 150, 000 

4. Representation at National Damage Assessmen 1Center_._..............- 25, 000 25, 000 
5. Research on food for shelters: 

i rE cccecitenberninepedc® nocssbciecccuowanns 1(80, 000) 85, 000 

(6) Protection against insects and other pests. ..................-..-----]-..2.-------. 10, 000 

ee a a aniidanebeemohingianamenannion 56, 006 | 2.04 eau ee 

colt ei i emememintbipaeomeesd 240, 000 500, 000 





1 Financed by reimbursement from OCDM in fiscal year 1960. 


The Department of Agriculture continues to carry out its civil and defense 
mobilization activities as an integral part of the planning and execution of its 
regular programs. To the extent feasible the cost of such work is charged to 
regular funds. The funds included in this budget estimate cover activities 
which are of a specialized nature and cannot be continued or undertaken unless 
additional funds are provided. They also represent areas of civil and defense 
mobilization planning necessary to assure balance in the overall governmental 
planning which is the immediate responsibility of OCDM. 

I should like to comment briefly on each of the five major areas of work in 
which the Department has been asked to participate. 


RADIOLOGICAL DEFENSE TRAINING 


With respect to radiological defense training, in 1959, OCDM requested the 
Department to man about 450 of the 3,000 Federal fixed monitoring stations 
designed to map promptly the national fallout situation resulting from a nuclear 
attack. In order that the Department can effectively carry out this delegated 
responsibility for national defense, it must train adequate personnel in the use 
of monitoring instruments and resultant information. This requirement is 
basic and essential. The $75,000 requested will be used to train Department 
personnel charged with the responsibility for manning the Federal fixed monitor- 
ing stations and to provide refresher courses to personnel trained in the past. 

Primarily, training will be given to existing field personnel of the Soil Con- 
servation Service, Forest Service, Agricultural Research Service, and Agricul- 
tural Marketing Service. The training program has been and will be conducted 
throughout the country in a series of 1- to 3-day courses. 

It is expected that it will be necessary for the training program to continue 
for several years in order to develop and establish an adequate montioring 
capability. A decrease in this item results from the elimination of a non- 
recurring expense for the preparation in the fiscal year 1960 of certain visual 
aids needed for training purposes that will have a continuing use in the program. 


FOOD MANAGEMENT 


With respect to the item “Food management defense planning,” the $155,000 
requested would be used to accelerate the building-in of a greater and more 
precise defense readiness to cope with food processing, food distribution, and 
other food management problems in a defense emergency. 

The issuance of the national plan for civil defense and defense mobilization 
and the approval of the national food plan (annex 31 of the national plan) 
require a strengthening and intensification of procedures development and train- 
ing of field staff over and above the degree which can be accomplished without 
additional funds. 
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Specifically, this will involve operating procedures and training for field per- 
sonnel to enable them to cope with emergency conditions. It will involve work 
with State and local governments and the food industry to develop coordinated 
plans consistent with the national food plan. Information for the protection of 
the general public will also be needed and will be prepared by the Department 
cooperating with OCDM. 

During fiscal year 1961, work will be initiated in each of these fields. The 
existing staff would be augmented by a small number of additional specialized 
positions, mainly in field offices, and by the activation of a number of industry 
advisory committees for appropriate segments of the food industry. 


DEPARTMENTAL REGIONAL LIAISON 


The third item, in the amount of $150,000, is to provide for continuing on a 
full-time basis one Department representative and a secretary at each of the 
eight OCDM regional headquarters. Although the Department of Agriculture 
is not organized on a regional basis, it is very important for the Department to 
be able to work with the OCDM and the other Federal agencies at the regional 
level on a coordinated basis. 

The regional liaison representative provides a channel for liaison between 
USDA and the OCDM regional director and other Federal agencies at the re- 
gional level, and he represents the Department on the Regional Civil and Defense 
Mobilization Board. In consultation with representatives of USDA agencies, he 
develops plans for carrying out assigned regional responsibilities and he coor- 
dinates and expedites the development of uniform plans among the States within 
the region which will utilize the extensive existing capability of the Depart- 
ment. In the event communications with the State offices of the U.S. Depart- 
ment of Agriculture are cut off from USDA national office direction during a 
national emergency, the regional liaison representative would act for the Sec- 
retary by providing policy guidance and direction of agricultural programs until 
communications are restored. 

The $80,000 available in fiscal year 1960 provides for the last half of the fiscal 
year. The estimate of $150,000 for 1961 is needed to continue this function on 
a full-year basis. 

NATIONAL DAMAGE ASSESSMENT 


The fourth item, in the estimated amount of $25,000, relates to national dam- 
age assessment. One of the immediate needs in the initial period following a 
national emergency would be information and knowledge of the effect of an 
attack on the essential resources of the Nation. In the agricultural area this 
requires information on the kinds, quantities, and locations of important food 
commodities and of food processing plants and supporting industries in relation 
to the pattern of enemy attack. To provide this capability it is necessary for 
the Department to work closely with OCDM and other agencies in making data 
and information available to the National Damage Assessment Center and in 
interpreting the effects of an attack on agricultural resources. 


RESEARCH ON FOOD FOR SHELTERS 


The fifth item, in the estimated amount of $95,000 relates to two significant 
research projects. 

The $85,000 for the first research project would finance the second year of a 
3-year program relating to improved foods for shelters. This subject is signifi- 
cant in view of the importance of home and other shelters as a protection against 
the effects of radioactive fallout. One of the major problems of a fallout shelter 
program is that of providing food for a large number of people for an emergency 
period of time measured in weeks. Such food should be low in cost, high in 
calorie density, and palatable and nutritious even when stored for 5 years or 
longer under shelter conditions. The cost of this project in 1960 is being 
financed by reimbursement from OCDM. 

The second research project relates to the protection of food in shelters from 
damage by insects and other pests. The estimated amount of $10,000 in fiscal 
year 1961 would be used to carry out tests to permit evaluation of the protec- 
tion rendered by various types of packages and packaging materials against 
such insects and other pests in both actual and simulated underground locations. 
These tests are expected to require 3 years to complete at a total estimated cost 
of $30,000. 
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RURAL FIRE DEFENSE 


The objective of this activity was the further development and refinement of 
technique for establishing free fire spread following massive initial ignition, 
There is no request for funds for this fiscal year because this program has not 
been programed after June 30, 1960. 





STATEMENT FOR THE HOUSE APPROPRIATIONS SUBCOMMITTEE, BY GEORGE T. Moors, 
ASSISTANT SECRETARY OF COMMERCE (ADMINISTRATION ) 


Mr. Chairman and members of the committee, the OCDM appropriation esti- 
mate includes $2,753,000 to be assigned to the Department of Commerce for 
accomplishment of its mobilization and civil defense assignments during fiscal 
year 1961. This represents an increase of $424,000 over the funds currently 
available. Of this increase, $156,000 represents the additional cost in 1961 for 
current programs, i.e., the full-year cost in 1961 of programs started in 1960 and 
operated for only a part of this year. The balance of $268,000 of the increase 
is for new program requirements in our Bureau of the Census and the Business 
and Defense Services Administration. 

This committee is the same one which acted on our current program and is 
familiar with our mobilization and civil defense assignments, and the programs 
established thereunder. In the interest of conserving the time of this com- 
nittee, I propose to confine this statement to a concise highlighting of the new 
programs proposed for 1961. My assistants and I will, of course, be happy to 
supply such further information as you may desire with respect either to the 
current or the new programs and the budget estimate. 


BUREAU OF THE CENSUS 


The estimate provides for an increase of $193,000 for three new projects to be 
undertaken in 1961 by the Bureau of the Census. Each of these projects is 
designed to supply preattack information which would be needed for intelligent 
damage assessment. 

The first project, costing $58,000, is for the compilation of information regard- 
ing some 40,000 small manufacturing plants so that rapid identification and 
mobilization of these plants could be accomplished in the event of attack on, and 
extensive destruction to, large industrial establishments. The estimate is lim- 
ited to collection and compilation of planning data for 40,000 critical plants. At 
present there is no systematic coverage either of these or of some 230,000 others 
which are not now in the critical manufacturing category. 

The second project, costing $65,000, is for the establishment of preattack con- 
fidential data concerning some 34,000 large manufacturing establishments, se 
lected smaller manufacturing establishments, and key transportation and storage 
facilities. This information, when maintained on a current basis, would be 
essential to measure the extent of damage to these key facilities. 

The third project, costing $70,000, is for the compilation of up-to-date occupa- 
tional data concerning physicians, surgeons, dentists, veterinarians, nurses, and 
related occupations. In the conduct of the Eighteenth Decennial Census, a 
wealth of data will be available for detailed occupations in small geographic 
areas. We propose to take advantage of this so that by processing special runs 
we will be able to obtain the desired information for use by the National Dam- 
age Assessment Center in estimating casualties to medical personnel in the event 
of attack. 

BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


The estimate includes $75,000 so that the Business and Defense Services Ad- 
ministration can place a production coordinator in each of OCDM’s eight regional 
offices. The dispersion of vitally important production and inventory informa- 
tion of itself would not assure the means for continuation of essential produe- 
tion. In the event of attack and a resultant breakdown of communications and 
direct guidance from the national headquarters, the regional production coordi- 
nators would take over on this vital function. In addition, as a regular and 
continuing part of their continuity preservation duties, the production coordina- 
tors would maintain current production data at each regional headquarters, 
organize and assist in training of executive reservists in production, represent the 
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production agency in day-to-day operations, and provide industry with programs 
to assure continuity of the national industrial plant in the event of attack. 

This concludes my statement. As I have indicated previously, we shall be 
happy to supply such further information as this committee may require. 





STATEMENT REGARDING FAA PorTION oF OCDM Fiscat YEAR 1961 BUDGET 
REQUEST 


The Federal Aviation Agency believes that in the event of a war involving the 
exchange of nuclear weapons, survival will be accomplished primarily through the 
effective use of the resources and facilities then available. One of our primary 
national resources is the civil aviation industry. In peacetime this industry 
plays a large and growing role in the national economy. In time of war involv- 
ing an attack on the United States, the contributions of the civil aviation indus- 
try would be critical for our national survival. 

A nuclear attack on the United States would undoubtedly cause severe damage 
to all systems of surface transportation. By its nature, the air transpertation 
system can suffer considerable damage without major disruption. Aircraft 
obviously need follow no fixed routes and can be operated between any two avail- 
able terminals. Aircraft are almost ideally suited for transportation across or 
around physically devasted areas and over areas contaminated by radioactive 
fallout. 

Even where surface transportation is still functioning, an attack on the United 
States would so increase requirements for fleximility and speed that overwhelm- 
ing increases in the need for air movements would be certain to oceur. 

Appropriate measures must, therefore, be taken to insure that an adequate 
air transport capability, with effective ground support, is available under any 
possible wartime conditions. 

The Federal Aviation Agency is responsible, under its basic statute, for the 
adequacy of facilities, equipment, and personnel for air transport operations. 
Accordingly, the Office of Civil and Defense Mobilization, at the direction of the 
President, has asked the Federal Aviation Agency to develop emergency plans 
and preparedness programs for operating facilities and equipment reeded for 
essential civil air operations in wartime. Such plans and preparatory actions 
are Vitally necessary; they require action not only by the Federal Government 
but within the local communities and business organizations that own, control, 
and operate our civil aircraft, our airports, our aircraft repair stations, and the 
other supporting facilities on which air transportation relies. 

During fiscal year 1960 the Federal Aviation Agency has undertaken the 
development of plans and technical guidelines that can be used by the civil 
aviation industry for the protection of its operating facilities, equipment, and 
personnel in the event of a nuclear attack. Through such guidance we shall 
attempt to reduce the vulnerability of essential civil aviation facilities and equip- 
ment to damage from enemy attack. 

Our public airports are a tremendous resource for nonmilitary defense, and 
a major secondary military defense asset as well. The Federal Aviation Agency 
is trying to develop the necessary guidance to reduce airport vulnerability and 
will make such guidance available to the States, counties, and municipalities 
that own these airports. As a general rule, our public airports are so located 
that they can be expected to escape complete destruction (or even severe dam- 
age) in the event of an attack on the United States. Runways themselves are 
exceptionally “hard” targets; only a direct hit will destroy their utility. How- 
ever, airport operations, even in physically undamaged areas, are subject to 
disruption because of radioactive fallout. This places a premium on devising 
a course of action that can be taken now by airport management to improve 
the airport’s chances of surviving an attack in operational condition. It requires 
us to develop plans for rapidly assembling data on damaged airports and ar- 
rangements for the emergency clearance, decontamination, and restoration of 
essential airports. 

The availability of maintenance and repair facilities could be a major factor 
limiting the usefulness of the aircraft that survive an attack. Obviously, a 
system is needed for rapidly determining the nature and location of those 
maintenance facilities that remain operable. The FAA proposes to develop 
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such a system of damage assessment and procedures for putting the available 
facilities to maximum use in support of necessary air movements. 

During fiscal year 1961 the Federal Aviation Agency is prepared to extend 
its assistance to the management of public airports and civil aviation facilities 
in the development of appropriate local plans for protection of their facilities 
For this purpose, our request includes four new positions, to be established in 
the Agency’s regional offices at New York, Fort Worth, Kansas City, and Logs 
Angeles, that will provide directly advice and assistance in the radiologica] 
defense of civil aviation facilities. 

At the national level, our fiscal year 1961 request includes one additional posi- 
tion, to be assigned to the National Damage Assessment Center. The incum- 
bent of this position will be responsible for insuring that the electronic computer 
operations at that center are utilized effectively for the assessment of damage 
to civil aviation facilities. 

Our civil aviation defense efforts in fiscal year 1961 will be directed toward 
preemergency preparations for disaster control, rapid assessment of damage in 
the event of an attack, and expeditious realinement of civil aviation resources 
in support of essential air movements under whatever wartime conditions might 
develop. If our request for these funds is approved, we believe the Federal 
Aviation Agency can provide the necessary guidance to improve the civil air 
transport industry's operating capabilities in a wartime environment. 





GENERAL SERVICES ADMINISTRATION 


GSA continues to carry out its civil defense and defense mobilization actiy- 
ities as an integral part of the planning and execution of its regular program, 
To the extent feasible, the cost of such work is charged to the regular appropria- 
tions for the regular programs. However, the activities covered by these 
estimates ($752,000) are of a specialized nature and could not be undertaken 
unless additional funds are provided. 

These funds are required to continue minimum facilities to provide a com- 
munications link between relocated field sites and alternate headquarter loca- 
tions of Federal agencies in the event of a national emergency. 

In the event of an attack, communications would be essential to the main- 
tenance of Government and for the support of survival operations, Also, our 
national communications systems converge upon our major cities which may 
be objectives of attack, ana, if precautions are not taken, essential colmunica- 
tions may be disrupted at the time of their greatest need. 

Pursuant to Office of Defense Mobilization Program Memorandum X-13, 
dated April 10, 1957, GSA formulated a phased plan for providing an integrated 
system for accommodating the emergency communications requirements of the 
civilian activities of the executive branch of the Government. 

The assignment of responsibility was made in recognition of GSA’s normal 
statutory authorities for governmentwide communications. Also, it was in 
keeping with the concept that all departments and agencies would conduct their 
normal functions in a way to improve the defense of the country without dupli- 
eation of effort. 

GSA developed a plan, to be phased over several years, for improving 
emergency communications capabilities within the Government communica- 
tions system. Building upon the facilities which GSA operates daily for meet- 
ing the civilian agencies normal requirements a substantial, integrated, 
emergency communications capability has been established. This approach 
obviously permits greater economy and efficiency than would result from a 
multiplicity of systems or idle standby systems. 

For fiscal year 1960 an identical amount of $752,000 was appropriated for 
the purpose of supporting these functions which are separate and apart from 
the peacetime mission of GSA. 

GSA has made no provision for financing the continuing expense of these 
emergency rapid-written communications facilities in its budget estimates. 
Substantially all of the $752,000 is for recurring annual charges for equipment 
rentals and circuitry connecting the relocated relay centers to 66 agency re- 
location sites serving approximately 100 agencies. 

The funds requested are required to retain and continue these facilities, 
It is an economical program directed toward a single integrated system, utiliz- 
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ing to a large degree the trained staff and facilities required te handle the 
daily peacetime communications for the civilian executive agencies. 





DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE—OPENING STATEMENT BY 
DEPUTY SURGEON GENERAL, PUBLIC HEALTH SERVICE, RE 1961 ESTIMATE FOR 
CIVIL DEFENSE AND DEFENSE MOBILIZATION, FUNCTIONS OF FEDERAL AGENCIES 


Mr. Chairman and members of the committee, under the policy of delegating 
responsibility for civil defense preparedness to the regular operating agencies, the 
Department of Health, Education, and Welfare has been made responsible for 
planning and providing guidance for an emergency program. Since the major 
portion of the funds requested are for the Public Health Service, the Secretary 
has requested that I present the total Department program. The Department 
request for $3,077,000 provides for the following activities : $2,206,000 for health 
services; $419,000 for emergency welfare services; $143,000 for food and drug 
activities; $100,000 for educational activities; and $209,000 for field planning 
and executive direction. 

HEALTH SERVICES 


Rapid recovery from the devastation of natural disaster or enemy attack is 
vital to the strength of our Nation. An effective emergency health program 
is a prerequisite to our survival capability. The Public Health Service has 
taken the first steps in developing this emergency health program directed to 
the mobilization and utilization of all the health resources of the Nation includ- 
ing manpower, supplies and equipment, and facilities. Ability to apply these 
health resources to emergency needs, to direct them for maximum effectiveness, 
and to utilize them providently is critical to the survival and health of our 
civilian population following an enemy attack. 


Program services 


Although the destruction and chaos which would result from an enemy attack 
may appear medically overwhelming, particularly to a local organization, con- 
siderable medical knowledge and material assets exist which can assist in pre- 
paredness planning and mobilization to cope with such attack. The job, as we 
see it, and the demand, as we hear it, is to provide to these local organizations 
the means to adopt and to use this knowledge and these assets. The principles 
of mass casualty care, initially developed by the military, are being adapted to 
civilian preparedness. The methods and procedures of these emergency health 
services are being developed for application and operation in community pro- 
grams. Technical assistance is provided to further, throughout the Nation, 
local and State capabilities in preparedness to meet emergency needs. We have, 
moreover, the active collaboration of the medical and allied health professions 
and their professional organizations in the perfecting and applying of these 
emergency programs. 

The Public Health Service is providing consultative services and program 
assistance to State and local areas through the assignment of 30 technical 
personnel to DHEW regional offices and State health departments. Eight tech- 
nical people will be assigned to the OCDM regional offices. 

This staff will aid in the development and activation of emergency health 
plans, and provide a mobilization intelligence which can make available to many 
State and local areas the effective methods developed by individual communi- 
ties. In addition, 50 members of the Inactive Reserve Corps of the Public Health 
Service are being assigned mobilization responsibilities in their local communi- 
ties where they will be of material assistance to the States in the event of dis- 
aster. These activities will include such duties as assisting the local civil defense 
authorities in their training programs, rehearsals of plans, and distribution 
and utilization of information media. 

Training 

The Public Health Service is developing and testing in four States and the 
District of Columbia a training program for national utilization. The training 
program has two basic objectives. The first objective is the development 
of a program for all persons in the population, to make them capable of caring 
for their own and their neighbors’ health needs in the event of a national disaster. 
The second objective is the development of a system whereby each community 
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develops its capabilities to meet community health needs, using those resources 
which are locally accessible in the postdisaster period. The program designed 
to meet these objectives is (1) the development of a Public Health Service 
training staff; (2) the training of experienced medical and allied health work- 
ers throughout the country; and (3) the development and use of methods through 
which needed skills may be imparted to the public. 

Training activities that have been or will be accomplished during the fiscal 
year 1960 include— 

1. Development of a manual for medical self-aid and a training guide on its 
use. 

2. Three national training courses for selected health personnel from various 
parts of the country to be given in April, May, and June of 1960 at the three 
OCDM staff colleges in New York, Battle Creek, and Alameda. These courses 
will be constructed around a typical community emergency mobilization plan 
and will stress— 

(a) The emergency health and medical measures that must be instituted 
during the postattack period ; 

(b) The methods by which the participants may set up and operate 
training programs in their own communities using the training methodol- 
ogy presented at the course; 

3. Development of training manuals and packets to implement State and local 
level training activities. 

In the fiscal year 1961 we propose to expand training efforts as rapidly as 
possible, developing the skills and capabilities of lay, semiprofessional, and pro- 
fessional personnel in order to implement nationwide, State, and local emer- 
gency mobilization activities. 

Resources 


The development of effective emergency methods and procedures is dependent 
on careful evaluation of health manpower and other health resources, and 
extensive work will continue in this health resource field to insure proper dis- 
tribution and utilization of these important resources. 

We are applying the data obtained in a recently completed inventory study 
of essential survival items and production capability to determine deficiencies, 
quotas, and requirements at the local community level. This inventory informa- 
tion was obtained by the coordinated efforts of the Department of Commerce 
(Business and Defense Services Administration) and the Department of Health, 
Education, and Welfare, using funds appropriated by Congress for use by the 
delegate agencies. As this information becomes available at the local levels 
and is incorporated in their survival plans, each community will be able to 
develop a realistic emergency health resource management program. 

The principal goal to be accomplished in the health resource area is the achieve- 
ment of more efficient methods of relating supplies to capability of use in local 
communities. 

Water is another resource of utmost importance to survival and considerable 
work must be done in this field to meet preparedness requirements. Water 
availability can significantly improve the survival potential of the affected popu- 
lation. 

Studies are required to determine emergency water needs and existing capa- 
bilities, emergency water sources not normally considered potable, methods of 
detecting and correcting water contamination, and methods of management 
of water resource agencies and facilities. 


Research 


Although present fiscal year research activities within the Public Health Serv- 
ice have been limited largely to the development of a sound plan and a review 
of priority needs, the importance of conducting research cannot be overempha- 
sized. Supportive, practical applied research is necessary to the development 
of health survival programs, and specific studies and field trials are proposed for 
initiation in the fiscal year 1961. Research areas to be emphasized include na- 
tionwide epidemiologic and laboratory means of quick detection of bacteriologi- 
cal and chemical warfare agents, methods of strengthening emergency plans 
and procedures for use of hospital resources, and medical aspects of radiatiom 
exposure and shelter living. 
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EMERGENCY WELFARE SERVICES 


In a civil defense emergency, continued survival of millions of persons is de- 
pendent upon the immediate ability of State and local governments to provide 
minimum basic welfare needs. Consequently there is urgent need for preattack 
planning to provide food, clothing, and shelter, the reuniting of families, financial 
assistance, guidance, and counseling services. 

The Social Security Administration is placing special emphasis in 1960 on de- 
velopment of a basic national guidance survival decument for State and local 
use. Working jointly with the Housing and Home Finance Agency, high priority 
is also being placed on the issuance of a technical document on ledging. The 
basic guidance document is scheduled for completion and other guidance mate- 
rials are to be drafted by the end of the current fiscal year. Therefore in fiseal 
year 1960 almost the entire allotment of funds for emergency welfare services is 
being used for employment of staff at headquarters to concentrate on the devel- 
opment of the national guidance materials. 

During 1961 it is proposed to (1) provide technical assistanee to State and 
local communities to make current their emergency welfare service plans and 
to develop further the coordination of their programs, and (2) to develop tech- 
nical training and other supplements to the basic guidance material. 

It is anticipated that about one-half of the central office positions will be 
transferred early in 1961 from the preparation of guidance materials to regional 
office work on the development and maintenance of field operating capability, 
since implementation of the national program in the field will require extensive 
technical assistance to State and local public welfare personnel to help prepare 
them for immediate action in the event of a civil defense emergency. 


FOOD AND DRUG ACTIVITIES 


Protection of the food and drug supply of the Nation in the event of a national 
emergency is imperative. This requires capability for handling all kinds of prob- 
lems involving contamination through chemical, biological, and radiological war- 
fare and the development of simple decontamination procedures, 

A principal element of the program of the Food and Drug Administration is 
the training of Federal, State, and local food and drug officials and members of 
the food and drug industry in methods of combating contamination. The 1961 
estimate will permit a slight acceleration of this training program. 


EDUCATION 


The public and private schools of our Nation are a fundamental resource for 
civil defense preparedness. The Office of Education, in conjunction with a key 
university, is developing civil defense educational materials, and in conjunction 
with a film-producing company, educational training aids in civil defense appro- 
priate for instructional use in schools at the secondary level. This program will 
expand in order to produce appropriate educational materials and training aids 
for use in the elementary grades. It is thus laying the basis on which prepared- 
ness can be taught to the young people of the Nation so that they can make an 
effective contribution to the national civil defense program. 


CONCLUSION 


I have tried to give you briefly the highlights of our requirements and I shall 
be happy to answer any questions you may have. Thank you for the oppor- 
tunity of presenting this statement. 


STATEMENT OF M. CarRTER MCFARLAND, HovusSING AND HOME FINANCE AGENCY, 
BEFORE THE House INDEPENDENT OFFICES APPROPRIATIONS SUBCOMMITTEE 


The Housing and Home Finance Agency has been assigned responsibilities for 
the development of emergency plans and programs covering (1) emergency 
lodging; (2) guidance to States and localities as to standards and priorities 
for emergency lodging and housing programs; (3) repair of damaged housing 
and construction of new housing; (4) repair, restoration, and construction of 
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emergency community facilities; (5) economic stabilization measures pertain- 
ing to real estate credit controls and rent stabilization programs; and (6) an 
agency emergency organization plan. 

In the fiscal year 1961, the Housing and Home Finance Agency will expand the 
programs already developed and initiate additional programs as part of the 
Agency’s obligation to attain a state of readiness for a civil defense emergency. 

(1) Bmergency housing programs.—Based on advice and suggestions from 
industry sources, instructions explaining how, by whom, and under what cir. 
cumstances temporary barracks-type housing would be constructed, will be pre- 
pared and distributed in fiscal 1960. (Drawings and specifications have already 
been completed.) Preparation of a plan for the use of mobile housing (such 
as trailers, frames for huts which can be covered with canvas, plastics, ete.) 
will have been commenced. It is now proposed to proceed with plans for the 
conversion of nondwelling structures to dwelling use and emergency repair of 
damaged housing. 

(2) Community facilities programs.—A program has been instituted to plot 
on large-scale maps, the location of key components of water systems in selected 
areas (with populations of not less than 25,000) throughout the country. These 
data are needed to determine bomb damage to vital facilities, sources of supply 
for refugee reception areas, and to provide engineering and construction per- 
sonnel with data for quick repair of damage facilities. A project is also under- 
way to develop sketches, bills of materials, and instructions for the provision 
of temporary emergency water and sanitation facilities. New plans will cover 
instructions for emergency repair to damaged facilities, provision of temporary 
community buildings, and provision of new facilities; also, the extension of the 
mapping program to communities with populations of 10,000 to 25,000. 

(3) Field organization.—Plans have been developed for an emergency field 
organization. It is now necessary to recruit and train staff to maintain contact 
with State and local civil defense officials as well as other Federal agency staffs 
whose programs must be coordinated with housing and community facilities, 

(4) Real estate credit and rent stabilization programs.—Broad program con- 
cepts, techniques, and organization for the administration of emergency real 
estate credit and rent stabilization have been developed. It is now necessary to 
reduce these to more precise form and to prepare regulations, procedures, forms, 
and instructions. 

(5) Claimancy and allocations.—Regulations and procedures must be drafted 
in cooperation with other Federal agencies to control the use of materials and 
equipment needed for housing construction. 

(6) Methods for estimating postattack needs for housing and community 
facilities ——A formula must be developed for estimating the postattack materials 
and equipment needs, based on assumptions as to damage to housing and sur- 
viving population. 

Within the 1961 OCDM appropriation request for “Civil defense and defense 
mobilization functions of agencies,” the sum of $300,000 is included for the 
Housing and Home Finance Agency to cover the costs in fiscal 1961 of these civil 
defense and defense mobilization functions. The regular appropriations for the 
Housing and Home Finance Agency do not provide for the specific projects and 
programs I have outlined. 

I shall be glad to answer any questions the committee may wish to interpose. 


STATEMENT OF EpwArp Fryg, ASSISTANT TO THE SECRETARY OF THE INTERIOR, 
BEFORE THE SUBCOMMITTEE OF THE HOUSE ON APPROPRIATIONS FOR THE OFFICE 
oF CIVIL AND DEFENSE MOBILIZATION 


GENERAL 


The mobilization responsibilities of the Department of the Interior stem basi- 
eally from the Federal Civil Defense Administration Act of 1950, as amended, 
and the Defense Production Act of 1950, as amended. They encompass the fol- 
lowing areas: electric power, petroleum and gas, solid fuels, minerals, fisheries, 
radiological monitoring, and the emergency functions of the bureaus of the 
Department. 

Many of these functions involve day-to-day activities of the Department, and 
it is difficult to clearly set out just which are carried on as direct mobilization 
activities and which are integral parts of the Department. Because of this, some 
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of our activities are financed through the regular Interior Department budget 
and some through transfer from the Office of Civil and Defense Mobilization. 

Our direct mobilization program financed through appropriation transferred 
from those granted by the Congress to OCDM for fiscal 1960 totaled $373,000. 

This, the 1961 request, under the ceiling allotted us by OCDM, is for $450,000, 
or an increase of $77,000 over fiscal 1960. This will allow the Department to 
add three people to field positions. It is expected that one will be in the petro- 
leum and gas area, one in the electric power area, and one in fisheries. The 
additional increase will also allow us to annualize the salaries of the three field 
employees added in fiscal 1960 and to fulfill our obligations as part of the Federal 
Fixed Station Monitoring Network by paying travel expenses only for personnel 
who will be trained to man the stations assigned Interior. 


OFFICE OF THE SECRETARY 


Fifty thousand dollars has been allotted to the Office of the Secretary. This 
will continue our one-man representation at the National Damage Assessment 
Center ($15,000); pay expenses, other than salaries, of our bureau personnel 
who have the responsibility for coordinating Interior’s field activities with the 
OCDM regional offices ($15,000), arid provide expense money for the travel 
expenses of approximately 200 Interior employees who will receive radiological 
training in our field offices ($20,000). This represents an increase of $25,000 
over the 1960 appropriation. No new personnel will be added. 

We presently have one man assigned to the National Damage Assessment 
Center. This continued representation will permit us to continue to process data 
in the fields of electric power, petroleum and gas, minerals, solid fuels, and 
fisheries. While much data is presently in the machine, there is a continued 
need for adding and updating. An important function of war damage in the 
postattack period will be an assessment of attack damage to the facilities in our 
various areas and the remaining capability in order that services can continue to 
be supplied to the military, the AEC, and the civilian population. These post- 
attack assessments will also provide a basis for planning for the restoration of 
vital facilities. 

Planning on the regional level is becoming increasingly more important. 
Inasmuch as the Department’s 13 bureaus do not have regions or areas corre- 
sponding to those established by OCDM, it is necessary that liaison be provided 
between the Department and the region. This is accomplished by assigning 
on a part-time basis employees of the bureaus who reside in the vicinity. This 
also provides on the regional level coordination within the Department’s bureaus 
operating in that particular OCDM region. These are not new positions and 
no salaries are involved. This request is for $15,000 to pay the extra expenses 
resulting from the mibilization duties added to the regular workload. Interior 
has been tentatively assigned 325 locations throughout the country by OCDM 
where radiological monitoring capability is to be carried on as a part of the 
Federal Fixed Station Monitoring Network. Twenty thousand dollars is being 
requested to finance this activity. This will pay for miscellaneous supplies 
not provided by OCDM and for the travel expenses involved in training per- 
sonnel. Continued training is necessary due to personnel turnover and re- 
fresher courses. No salaries or additional personnel are involved. 


ELECTRIC POWER 


Forty thousand dollars is being requested for the defense electric power area. 
This is an increase of $20,000 over that received for fiscal 1960 and will permit 
the employment of one additional technical expert to be assigned to an OCDM 
region. 

The Secretary of the Interior is responsible for national emergency plans and 
the development of preparedness programs covering the generation, transmis- 
sion, distribution, and utilization of electric power. 

Travel expenses in this area are particularly heavy inasmuch as the regular 
defense electric power field organization is composed of utility personnel who 
devote part of their time to mobilization work and it is necessary that they be 
kept informed of Federal planning and actions in order that they can coordinate 
their area, State and local mobilization planning in the electric power field with 
the appropriate civil defense officials. Funds are also needed to continue proc- 
essing security clearances for the employment of additional without compensa- 
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tion employees who serve as area power directors and alternates in fiel@ 
positions. 

During fiscal 1961 it is expected that approximately 12 security clearances 
will be necessary. At least six meeting will be set up with defense electric 
power utility personnel. Briefings to regional and State civil defense offi¢igis 
will be undertaken in accordance with the request of OCDM to bring an under. 
standing of the working of annex 33 to those levels. Annex 33, part 1, deals 
with national policies for electric power during emergencies. 

Special studies on specific areas having power supply problems as related to 
national defense will be continued. One study will be completed and it is 
anticipated that two new studies will be initiated. This involves mostly travel 
expenses for making field surveys. Studies are made by an interagency group 
with Interior supplying most of the staff. 

We expect to continue bringing radiological defense capability to the electric 
power utilities through conducting additional classes for utility employees, 
They are then qualified as instructors and in turn conduct classes within their 
utility for monitors. This program is in accord with Annex 23, which provides 
that industries are responsible for protecting their personnel against radiolog- 
ical contamination and for assisting the community radiological defense effort, 
A member of the defense electric power staff participates with personnel of 
other Interior mobilization agencies in instruction. 

OCDM is instituting a program to bring resource capability to State and loeal 
governments. Electric power is an essential part of such a program. Collection 
of additional data is necessary, special studies of each power area within each 
region and as those areas cross regional lines involves considerable staff work 
both in the Washington office and in the field. Considerable travel is necessary 
to provide information and technology to State and local civil defense officials, 
Although it is not expected that the entire program can be completed within the 
fiscal year, good progress can be made within the funds requested. 


PETROLEUM AND GAS 


This estimate of $65,000 for the fiscal year 1961 is needed to discharge certain 
responsibilities with respect to petroleum and gas—a National Defense Execu- 
tive Reserve and the review of a long-range petroleum study. 

The Department is responsible for planning and directing Federal activities 
designed to procure, store, transport, and distribute supplies of petroleum and 
gas to appropriate areas to meet essential civilian, military, and industrial re- 
quirements under partial or full mobilization conditions. 

Under the provisions of a request from the Office of Civil and Defense Mobil- 
ization, the Office of Oil and Gas is responsible for a long-range petroleum re 
sources and requirements study in the interest of national security. This study 
started in the fiscal year 1959 needs to be reviewed each year in order to reflect 
the latest trends and significant changes in conditions. The Geological Survey 
and the Bureau of Mines, Department of the Interior, participate in this study. 

The Office of Oil and Gas plans to emphasize the following mobilization ac 
tivities during fiscal year 1961: 

1. Continue to cooperate with State and local government agencies in the 
development of emergency plans as they relate to oil and gas, assist oil and gas 
companies with continuity of industry plans and advise OCDM as to the integra- 
tion of oil and gas in the broad aspects of defense mobilization planning. 

2. Continue the program for the selection and training of a national defense 
executive reserve for petroleum and gas designed to develop a state of readiness 
in the event of a national emergency. 

3. Keep current the long-range petroleum study started in the fiscal year 
1959 to reflect the latest trends and significant changes in conditions. 

The estimate contains funds in the amount of $40,000 for cooperation with 
State and local government agencies, continuity of industry planning, and as- 
sistance to OCDM. Included are funds in the amount of $34,100 for the employ- 
ment of a petroleum specialist in each of three OCDM regional offices. This is 
an increase of one employee during fiscal year 1961. These specialists will be 
responsible for coordinating Federal petroleum and gas defense mobilization 
activities within their specifie areas. To discharge fully the Department’s re 
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A plan has been developed for a petroleum and gas national defense execu- 
tive reserve, comprised of about 350 industry executives on a standby basis, to 
man a Federal agency to be activated in event of a national emergency. The 
estimate does not contain funds for travel expenses for executive reservists for 
training purposes. Plans for an extensive training program will be developed 
during the fiscal year 1961. Approximately $15,000 is for security checks for 
the executive reservists. 

The estimate contains funds in the amount of $10,000 for a review of the 
long-range petroleum study. 


OFFICE OF MINERALS MOBILIZATION 


Missions of the Office of Minerals Mobilization, acting through the Secretary 
of the Interior, are: (1) To insure an adequate supply of metals, minerals, 
and solid fuels in a defense emergency; (2) to assist industry in developing and 
maintaining a capability to respond to the demands of an emergency; and (3) 
to provide the nucleus of staff for an emergency Government organization for 
metals, minerals, and solid fuels. 

In part the programs relating to solid fuels differ from those relating to 
metals and minerals, in part they are alike. The common programs include 
continuity of industry and continuity of Government, described as follows: 


Continuity of industry 


The Office of Minerals Mobilization provides advice and assistance to domestic 
metals, minerals, and solid fuels industries, and to foreign facilities of domestic 
ownership, on developing and maintaining their ability to respond to emergency 
demands. 

The programs cover the broad range of plant protection, personnel protection, 
continuity of management, establishment of alternate headquarters, and preser- 
vation of records, 


Continuity of Government 


The Office of Minerals Mobilization is getting ready to be able to operate as 
the Government agency for metals, minerals, and solid fuels in an emergency— 
to be prepared, at any time, to carry out whatever Government action is needed 
to maintain the Nation’s mines, mills, smelters and refineries, and solid fuels 
facilities in operation and to obtain necessary supplies, from whatever source, 
domestic or foreign, to meet military and essential civilian requirements. A 
number of specific operations are already in being, as follows: 

1. Relocation center for emergency operation.—An alternate office is main- 
tained in readiness. Necessary equipment and supplies are in place. Files of 
duplicate documents that may be needed are being kept up to date. 

2. Stafing plans.—Kmergency organization and staffing charts are kept cur- 
rent. Descriptions of the functions of all positions are to be prepared. Under- 
standings with the Geological Survey and the Bureau of Mines on the transfer 
of selected personnel into the emergency organization are continuously reviewed 
and kept current as individuals in these bureaus come and go. 

A cadre, composed of eight principals and eight alternates from the executive 
reserve unit for minerals, has been indoctrinated and assigned as advisors to 
the eight regional civil defense offices, to function in the event of an emer- 
gency. This cadre is kept informed of all changes in operating procedures and 
will be kept current with further indoctrination meetings as required. 

3. The executive reserve.—Recruiting and training of senior officials from the 
minerals and solid fuels industries, who have indicated a willingness to serve 
in the national defense executive reserve and whose companies have consented 
to their participation, will be continued. Fifty-three such persons have been 
designated by the Secretary of the Interior thus far, and others are being 
considered. 

All executive reservists will be called in fiscal 1961 for training which is 
expected to last 3 or 4 days, either in Washington or at some other designated 
location. 

4. Priorities and allocations.—The Office of Minerals Mobilization maintains 
standby orders and administrative procedures for assuring that the minerals, 
metals, and solid fuels industries will have adequate materials necessary for 
operation, maintenance, and repair of their plants, as well as sufficient labor, 
transportation, and power. Estimates will be continued on the quantities of 
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various controlled materials needed, and these estimates will be kept up-to-date. 
Plans will be developed for controlling, as needed, the flow of raw materials to 
smelters, refineries and similar facilities for which responsibility has been as. 
signed to the Department of the Interior. 

5. The national plan.—The Office of Minerals Mobilization will review and 
study various relevant annexes to the national plan as they are issued, to make 
certain that they are compatible with satisfactory emergency supply 

6. Damage assessment——Data required by the national damage assessment 
center are being assembled and, as completed, forwarded to the center for in. 
clusion with the material already on file. 

In addition to the above programs and the supply programs described sep- 
arately below for metals and minerals and for solid fuels, the OMM will con- 
tinue to perform staff work for the industry evaluation board. 


Metals and minerals 


As part of the job of insuring adequate supplies, the Office of Minerals Mo- 
bilization continuously evaluates potential sources under various kinds of 
possible defense emergencies, calculates the supplies that could reasonably be 
expected from these sources, and balances these against anticipated needs. 
This means a continuous surveillance of domestic production, imports, and 
stocks for some 85 items, some of which are used in various kinds and grades, 

While at the moment the relation between emergency supply and emergency 
requirements is generally satisfactory, the situation with respect to each mate- 
rial is constantly changing. Military and civilian mobilization plans, industrial 
research and technology, the general minerals economy of the Nation are not 
static. The balance sheet in minerals mobilization must reflect these changes. 
For example, a major change for a number of metals and minerals is expected 
when initial estimates of rehabilitation and reconstruction requirements are 
completed. 

Various Government programs and developments affect the domestic metals 
and minerals industries. The OMM stays alert to these to see if they may 
adversely affect production in an emergency. Current examples are stockpile 
disposals, agricultural barter and trade agreements. The Office of Minerals 
Mobilization does the staff work for the Department on proposed releases of 
Government inventories of metals and minerals, on procurement of metals and 
minerals under the surplus agricultural disposal program, and on import investi- 
gations under section 8 of the Trade Agreements Extension Act of 1958. The 
advice of OMM is requested by the Department and by other Federal agencies 
on other administrative and legislative problems also likely to affect metals 
and minerals supply. 

On stockpile disposals, the Office works actively with the OCDM and the GSA. 
It expects to be called upon for substantial staff work in connection with pending 
legislation and forthcoming legislative proposals concerning stockpile manage- 
ment and disposals. On barter transactions, the Office of Minerals Mobilization 
consults with the Department of Agriculture in the development of a program 
for each metal and mineral proposed for acquisition. Barter at present consti- 
tutes the principal Government procurement program for metals and minerals. 
Such acquisitions have an important bearing on both national security and 
economic security, as well as upon the current and future economic well-being 
of the domestic minerals industry. 

During the past year, the Office evaluated and reported to the Secretary and 
to the OCDM on section 8 investigations of imports of tungsten, fluorspar and 
eobalt, and evaluated and recommended on the national security aspects of 
legislative and other proposals for changing the duties of other import restric- 
tions applicable to foreign metals and minerals. The work load on these fune- 
tions is expected to increase with the new round of tariff negotiations with 
contracting parties under the General Agreement for Tariffs and Trade, sched- 
uled to commence in September 1960. 


Solid fuels 


Different from metals and minerals, solid fuels are classed as survival items, 
and the Department of the Interior is responsible for their availability to the 
ultimate consumer. Specifically, the Office of Minerals Mobilization is instructed 
to plan for, and in an emergency be prepared to direct, the procurement, storage, 
and distribution of proper supplies of solid fuel, to areas in need. To accom- 
plish this, OMM is devising a plan that (1) establishes emergency committees to 
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advise local civil defense administrators in determining the quantity, type and 
source of solid fuels needed for survival, (2) sets forth the steps to be taken 
to obtain these supplies, (3) indicates the manner in which the emergency plan 
should function within each State, and (4) provides for the integration of the 
civil defense portion of the solid fuels plan with the national plan through liaison 
personnel stationed at OCDM regional headquarters. 

On review, when issued, of the appropriate annex of the national plan (fuels 
and energy annex—No. 33), OMM will participate with OCDM in a series of 
meetings to brief regional staffs of OCDM on it. At the conclusion of the meet- 
ings, OCDM plans to strengthen its organizational capabilities for emergency 
management of fuel and energy resources at the State and local level by staffing 
with trained Federal fuel and energy specialists. The responsibility for training 
the solid fuels representatives will fall upon OMM. 

One thing that must be done is to acquaint regional and local officials on the 
kinds of information and statistics that will be needed, and on where the infor- 
mation is. For example, State agencies need to know their classes of consumers 
(electric utilities, steel and rolling mills, coke plants, retail dealers, and the like), 
where the coal and coke they use comes from, stocks on hand, seasonal patterns, 
and similar information. 

OMM is preparing also to develop supply-requirements information for use by 
the regional offices and by the States within the regions. Since supply includes 
the productive capacity of mines and coke plants as well as the stocks in the 
hands of consumers, and requirements measure the normal use of the various 
kinds of solid fuels by different classes of consumers, this is a big job. 


Appropriations 


Heretofore since its establishment in 1955, except for fiscal 1959, the OMM 
budget to support its mobilization and departmental functions has been included 
in the Interior Department budget. 

The amount requested for fiscal year 1961 is $283,000. We are not requesting 
additional personnel or funds over that available for 1959. 


FISHERIES 


The Fish and Wildlife Service, under redelegation of authority from the De- 
partment of Agriculture, has responsibilities to maintain the catch and produc- 
tion of manufactured fishery products in the event of a national emergency. 

The fisheries yielded an annual catch of approximately 5 billion pounds. 
About half of the catch is issued as human food and the other half is used for 
the production of industrial products—principally, fish meal used in poultry 
feeding. 

It is believed that a large portion of the fishing fleet will escape serious dam- 
age in the event of an emergency. They will be able to take large quantities of 
fish which can readily be delivered to habitable coastal centers for immediate 
consumption, and thus release transportation for other essential movements. 

Twelve thousand dollars is being requested to carry out this function ; one new 
position would be added. It is expected that a detailed emergency operating 
plan will be developed and brought to personnel in field offices. 

Regional and State civil defense offices will be briefed on the plan and its 
operation, and contact begun with industry officials to acquaint them with 
national plans and secure their cooperation in planning for a national emergency 
in order that the full potential of this food resource can be realized. 


STATEMENT OF INTERSTATE COMMERCE COMMISSION BEFORE THE SUBCOMMITTEE 
ON INDEPENDENT OFFICES, HOUSE COMMITTEE ON APPROPRIATIONS, IN SUPPORT OF 
OCDM Fiscat YEAR 1961 BupGeT REQUEST 


The OCDM appropriation request for fiscal year 1961 includes $170,000 to 
finance domestic surface transportation and storage mobilization functions 
delegated to the Interstate Commerce Commission, The functions are con- 
cerned with the important railroad, motor carrier and inland water carrier 
industries. 

In the Commission’s appropriation bill for fiscal year 1959 the Congress did 
not approve funds requested for carrying out defense mobilization functions 
delegated pursuant to law. Therefore, on August 31, 1958, the Commission 





1178 


liquidated its transport mobilization staff and suspended its activities, under 
delegated authority from the President, concerned with plans, programs, and 
procedures relating to utilization of domestic surface transportation and storage 
in the event of war or national emergency. Accordingly, the Commission has 
been, since that time, virtually at a standstill in its mobilization activities, 
However, despite the fact that funds for delegated mobilization activities have 
not been appropriated to the Commission for fiscal years 1959 and 1960, the 
orders delegating such responsibilities to the Commission remain in effect. 
Accordingly, a working agreement with OCDM provided the Commission with 
$10,000 in fiscal year 1959 and $20,000 in fiscal year 1960 for services to be 
performed in connection with defense mobilization functions. The amoypnt 
was enough to provide only for one employee and limited participation in the 
regional and national operation alert exercises. 

Programs in which the Commission had been engaged, and which have been 
completely suspended, include those concerned with establishing mobilization 
requirements for transportation; determining the capability to meet require 
ments; the allocation of available transportation capability ; serving as claimant 
for transportation for manpower, fuel, materials, equipment, supplies and sery- 
ices; administering priority systems for the movement of cargoes and passen- 
gers; arranging for emergency operations and self-initiating orders; emergency 
restoration and rehabilitation of equipment, facilities, roadbed, etc. ; transporta- 
tion facilities protection: operating damage assessment; maintaining and train- 
ing the ICC unit of the national defense executive reserve: and assisting States 
with local transportation plans. 

The $170,000 would be the minimum amount sufficient to get the Commission 
started again in transportation civil and defense mobilization planning and 
programs now delegated or proposed to be delegated to the Commission, and is 
based on an austere level of performing such functions. 

In the report issued October 10, 1959, by the special subcommittee of the 
House Armed Services Committee inquiring into the adequacy of transporta- 
tion systems in support of the national defense effort in event of mobilization, 
it was suggested that Government bodies should do more to prepare the trans- 
portation industry to support the defense of the country. In the area of domes- 
tic surface transportation and storage, the ICC should be actively engaged to 
assist in this effort. The Commission has the expertise available to assist in 
readying the transportation industry for mobilization support, but provision of 
these funds is essential to make it possible to tap these resources. 


STATEMENT OF Harry WEISS, MOBILIZATION CoorpINATOR, U.S. DEPARTMENT OF 
Lazor RE APPROPRIATION REQUEST FOR OCDM DeLecatTe AGENCY Funps To BE 
ASSIGNED TO THE DEPARTMENT OF LABOR FOR Fiscat YEAR 1961 


Mr. Chairman, the funds requested for the Department of Labor by OCDM 
for fiscal year 1961 provide for the continuation of currently authorized planning 
activities as well as for a slight expansion in order to initiate planning in mat- 
ters for which we have responsibility. I would like to explain the work of the 
Department in mobilization planning and what we are asking for in the increase 
for fiscal year 1961. 

The major assignment of the Department of Labor is the responsibility of 
dealing with the critical manpower problems in an emergency. There is every 
indication that civilian manpower in a postattack period will be short relative 
to other resources even after every effort at expansion. Manpower may well be 
the critical resource whose proper allocation and judicious use will be essential 
for survival. 

The Department’s planning program is based upon its need to have, as 
quickly as possible, a capability to recruit, to allocate, and to utilize effectively 
manpower at the local level in an emergency. The Department’s emergency 
responsibility also includes plans for developing an effective wage and salary 
stabilization program and effective labor-management relations as an integral 
part of the OCDM program for economic stabilization in a mobilization period. 

The importance of effective utilization of manpower cannot be overemphasized. 
Manpower is the common ingredient in every aspect of national effort. Human 
effort will be essential to organize or reorganize ourselves for achieving economie 
or political survival if nuclear war should strike this country. Workable plans 
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must be ready for use at the local level where decisions will be made until re- 
gional or national guidance is reestablished. Even when national guidance 
pecomes possible, local capability to maximize effectiveness to manpower will 
be essential for knitting together the islands of survival into a single broad eco- 
nomic system capable of ensuring national survival. Hence, our emphasis is 
on the 1,800 local offices of the State employment security agencies, upon which 
the national manpower program must be based. 

In 1960, we received funds that enabled us to initiate planning activities at 
the State and regional levels as well as at the national level for emergency 
manpower operations and also for initiating plans in the field of wage stabili- 
zation. 

For fiscal year 1961, we are requesting $1,500,000. The increase of $700,000 
over the amount received in fiscal year 1960 is distributed as follows: $451,500 
is to place the authorized program for 1960 on an annualized basis in 1961; 
$98,900 is for program planning in the field of expansion, distribution, and 
utilization of the labor force. Most of the increase is for developing guidance 
material for States and localities for using potential sources of labor not nor- 
mally employed—especially the utilization of women and children in an emer- 
gency expanded labor force. Analysis of simulated nuclear attacks on the 
United States of the Operation Alert 1957-59 levels clearly shows the need for 
augmenting the normal labor force with women and even children not normally 
employed. Some of the increases will also be used for developing guidelines, 
for use by the State and local employment service offices for effective allocation 
and distribution of manpower and the development of emergency controls over 
manpower if such should prove necessary; $35,000 is for developing economic 
measures to insure stability of the work force, particularly the development of 
essential wage stabilization regulations and operating procedures for use in an 
emergency ; $87,400 is for developing economic data in support of policy and 
operations. These activities will include development of methods for deter- 
mining manpower requirements and occupational patterns for selected essential 
survival activities. They will also include better techniques for estimating 
manpower resources at all geographic levels and for reporting such information 
in the postattack period ; $27,200 is primarily for administrative personnel for 
the expanded executive reserve program of the Department. 

The greatest emphasis in fiscal year 1960 has been in the initial development 
of operational readiness through emphasis on organizational readiness. The 
increases noted above are essential. We must maintain our present rate of 
planning and bring our overall program into balance by the inclusion in our 
planning program of these other activities which will have to be carried out by 
the Department of Labor. 

I would like to have the committee note that of the total $1,500,000 requested, 
$620,000 will be allocated to State employment security agencies to maintain their 
recently organized emergency manpower units created since January 1 of this 
year. Every State now has an emergency manpower readiness unit. These emer- 
gency readiness units have the responsibility for developing operational readiness 
at the State level, for completing emergency State manpower plans consistent with 
the national manpower plan and State survival plans, for setting up specific 
plans for emergency operations in areas least likely to be affected by blast and 
fallout, and for training local office personnel in their emergency manpower 
duties. This is a very substantial continuing responsibility. Approximately 
124 positions are involved in these State emergency manpower readiness units 
with at least one person in the smaller States and larger units in the large 
States. 

To make these State people more effective, we have assigned a specialist in 
each of our regional offices to work with these State units and to be the liaison 
with the regional offices of OCDM. And to provide staff support to these re- 
gional specialists, our national office is preparing guidelines, manuals of instruc- 
tions, operating procedures for emergency use, and basic statistical materials 
for policy guidance and operational needs. 

In the field of stabilization, we have begun the development of an emergency 
wage stabilization program. This program is also to be prepared to operate on 
a decentralized basis—for in an extreme emergency, each of our field units 
must be ready to operate independently, if necessary, until such time as the 
regional or the national system can be reestablished. 

The Department has made a good start in its civil and defense mobilization 
responsibilities. For its work to bear fruit, it is essential that staff now 
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assigned to these responsibilities be maintained and augmented in order that 
the overall organization can reach operational readiness, and can be guided 
and trained in administering the kinds of manpower and wage stabilization 
programs that will need to go into effect in various types of emergencies. 


STATE AND LOCAL SUPPORT FOR FEDERAL CONTRIBUTIONS 


Mr. Jonas. Getting back to these Federal contributions, do you 
have the unanimous support of all the State administrations in this 
work ? 

Mr. Hore. The unanimous support of the conference of Governors 
in 1959, 1958, and 1957. I attended that conference as a Governor, 
and when I was there I was a strong advocate of the same resolution. 

Mr. Jonas. What about the municipal league ? 

Mr. Horen. The American Municipal Association is in full endorse- 
ment. The U.S. Conference of Mayors, the National Association of 
County Officials, the American Legion, the Veterans of Foreign Wars, 
and any national organization that has become familiar with this 
program has approved it and urged the Congress and the executive 
departments of Government to implement it. 


WITHDRAWAL OF ALUMINUM FROM STOCKPILE 


Mr. Jonas. I have just one question to ask you about raw materials. 
You have already testified to this point in general, the withdrawal of 
aluminum. 

Mr. Horcu. Yes. 

Mr. Jonas. The House committee report last year on the Atomic 
Energy Commission’s appropriation bill, House Report No. 685, stated 
that the Atomic Energy Commission estimated their use at a total of 
16 billion pounds of aluminum during the fiscal year 1960, and the 
committee directed the Atomic Energy Commission to begin supply- 
ing those needs for the aluminum stockpile. 

Mr. Horeu. On December 10, 1959, our new policy with reference 
to the strategic stockpile takes that into consideration and any de- 
partment of the Federal Government needing materials out of the 
DPA stockpile which are in excess are now to be supplied from that 
excess. 

Mr. Jonas. The letter that the committee received from the Atomic 
Energy Commission said that under that authorization to which I 
have referred the Atomic E nergy Commission would withdraw or 
draw down from the Defense Production Act inventor y approximately 
5,000 pounds of aluminum. 

If they are going to use 16 million pounds, 5,000 is a small part. 
Could they not “get more than that from you ¢ 

Mr. Horeu. I think that you have to remember this: it depends 
upon the form they need. Secondly, you have to take into considera- 
tion the tr unsportation and handling costs. It would be unreasonable 
to expect a plant in the east coast to take some of our DPA excess 
from the extreme west coast when we might be able to buy it fora 
lesser amount on the east coast. That is a qualification. But every 
thing else being even, if the right type and the right form is in our 
DPA stock, then under our polie vy as enacted on December 10, 1959, 
these agencies would just use anything that is in excess from the 


DPA stockpile. 
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Mr. Jonas. Do you think that 5,000 pounds is about all that could 
be withdrawn feasibly ? 

Mr. Horeu. What is the date of that letter? 

Mr. Jonas. November 12, 1959. 

Mr. Horan. This policy did not go into effect until December 10, 
1959. 

Mr. Tuomas. The committee had in mind getting rid of hundreds 
of tons. 

Mr. Jonas. We thought that we might get rid of much more than 
5,000 pounds. 

"Mr. Horcn. I might point out that the policy was announced after 
the date of that letter. 


NATIONAL POLICY FOR DISPOSITION OF MATERIALS 


Mr. Jonas. The letter was directed by the General Manager of the 
Atomic Energy Commission to Mr. Cannon, chairman of the House 
Committee on Appropriations. It was his answer to the request for 
implementing this policy as stated in the committee report to which I 
referred previously. I just wonder why every effort is not being made 
all along the line, in an orderly way without disrupting markets and 
without . ‘ausing a lot of confusion, to get rid of as much of this as 
possible. 

Mr. Horeu. On December 10, 1959, that became a firm national 
policy. Prior to that these agencies were not using very much of what 
was in our DPA stockpile. “Tt was after this committee report and 
after we had made a thorough study of it to determine how much 
these agencies could use of these various strategic items that the 
final policy was announced. 

Mr. Tuomas. The Canadians and the British have already disposed 
of their strategic stockpiles. Why they did it in their entirety I do 
not know. 

Mr. Jonas. There may be some explanation that would clear up the 
types in question. Now this letter from the Atomic Energy Commis- 
sion refers to 5,000 pounds of aluminum pig. The reference in the 
committee report is not the pounds of aluminum pig, but just pounds 
of aluminum. 

Mr. Yates. We just have pig in our stockpile. 

Mr. Price. Pig and ingots. 

Mr. Jonas. Does the 16 million pounds refer to pig? 

Mr. Price. I doubt if it does. The 16 million pounds would prob- 
ably represent their overall requirement for a given period of time, 
including high-purity aluminum and various shapes and forms that 
are not in the inventory. It could well be that it is in some form 
that would require the reprocessing of either the pig or the ingots. 
Therefore it would make it completely uneconomical and more costly 
to the Government if they should try to use it in that form. I should 
also like to add to your question, Congressman, that we do now have 
negotiations with other Government agencies, particularly the Bureau 
of the Mint, for the use of copper and nickel, and the Department of 
Defense for the use of aluminum. Just recently we have completed 
an arrangement with the Bureau of the Mint to use nickel from the 
DPA stockpile which will be a substantial amount of tonnage. We 
are working on that very actively. 
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Mr. Jonas. You might take a look at this record, Mr. Hoegh, and 
clear that up if there is any misunderstanding brought about. by the 
use of terms. 

Mr. Horcn. I think, Mr. Congressman, the policy announced went 
into effect after this correspondence, and this agency and all other 
Federal agencies are now complying with that policy. 


DISPOSITION OF PROCEEDS FROM SALES 


Mr. Jonas. On the face of it 5,000 pounds as related to 16 million 
is a small quantity. 

How will you be reimbursed? Will that go into your revolving 
fund? 

Mr. Horen. It goes into the General Treasury. 

Mr. Jonas. That revolving fund is exhausted ; it is out of business? 

Mr. Horcu. No, it is presently adequate. 

Mr. Kenpatt. It is still w orking. 

Mr. Jonas. Where do the pr oceeds go? 

Mr. Kenvaui. It depends on w hether it is DPA inventor Y, or an- 
other inventory. If it is DPA, it goes into the revolving fund, 

Mr. Jonas. The report indicated ‘that. I have no further questions, 

Mr. Osterrac. I would like to go back just for a moment with re- 
gard to your authority and res onsibility under this section 8 of the 
Trade Agreements E xtension a of 1958. Your responsibility and 
authority under that is primarily that of investigation, is it not? 

Mr. Horcr. Investigation, examination, conferring, and then mak- 
ing recommendations. 

Mr. Osrerrac. Is not basically the purpose of that section to pro- 
vide some degree of protection to industry engaged in the production 
of items that have a relationship to our national defense so that the 
skills and the other related factors will not be jeopardized in case 
of an emergency situation ? 

Mr. Horan. That is correct, insofar as it affects, or might threaten 

to affect, the national security of this country. 

Mr. Osterrac. Well, of course, this could be far reaching and could 
affect many, many things. 

Mr. Horeu. That is Tight. 


OIL IMPORTS 


Mr. Osrerrac. Let me make a specific reference to oil. The ex- 
ploration of new oilfields has been receding and that is crucial to the 
security of this country. That is a factor in determining whether or 
not the import of oil would threaten to impair the national security 
of this country. That is one factor. There are many factors, but 
those are the kinds of things that we have to examine and investigate. 

I do not know whether } you disclosed this information or not, but 
would you care to give us an estimate as to the number of investi 
tions that have been carried on under your organization and wh nat 
results have come from them ? 

Mr. Horcn. I think there are approximately 12. I recited them 
thismorning. I went through the.different ones. 

Mr. Osrertac. That has been over a period of years ? 
Mr. Horan. Yes. 
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Mr. Osrertac. Do you mean that in the course of 1 year we have 
only caused the investigation of 12 items in this country which might 
be impaired to the degree that it might affect our national security ¢ 

Mr. Horeu. That is right. 

Mr. Osrertac. That is hard to understand. 

Mr. Toomas. That is 3 years rather than 1. 

Mr. Horen. It started, I would say, in 1956. 

Mr. Jonas. You would be obligated to investigate if an affected 
industry would ask you to investigate? 


INITIATION OF INVESTIGATIONS 


Mr. Horcu. Definitely, anyone who files an application. It could 
be an industry; it could be a department of government; it could be 
on my own motion; it could be at the request of the President. 

Mr. Price. May I point out one thing: In respect to the timing 
factor, it should be pointed out that these investigations, by and large, 
are very time consuming. Our investigation of the heavy-duty hy- 
droelectric-generating equipment involved 11 months through in- 
dustry, through Government agencies, and all of the various 
organizations ‘that are involved. We are now investigating elec- 
tronics. I would predict that it will be many months before we can 
make a decision on that one. 

Mr. Osrertac. Do you associate in anyway with the Buy American 
Act! 

Mr. Horeu. Yes. 

Mr. Osrerraa. Is that tied in with this, too? 

Mr. Hore. Not this one. 

Mr. Osrerrac. How are you tied in with that ? 

Mr. Kenpauv. There is an Executive order in existence dealing with 
the Buy American Act which sets certain standards. Above certain 
prices American goods may be considered not to be reasonably priced 
and the foreign goods may be purchased. The Executive or der goes 
on to make certain exceptions to those limitations and lets a procuring 
agency head pay more than the percentage differential stated in the 
order if reasons of national security require it. He may not, however, 
make that finding and pay the higher price without conferring with 
the Director of the Office of C ivil ‘and Defense Mobilization. T hat is 
our only part in the Buy American Act. 

Mr. Tuomas. Thank you gentlemen very much. It is always nice 
to see you. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 
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